Mr. Peter Ford, Session Chairman
Our next speaker, Mr. Paul Harris, has spent 35 years in the banking industry. He was
one of the founders of Rand Consolidated Investments (RCI), which later took over
RMB in 1985. Most recently he has been CEO of FirstRand Limited, which consists of
banking and insurance companies here in South Africa. Paul also held a number of nonexecutive directorships here. Please help me welcome Paul to the podium.
Mr. Paul Harris
It is a great priviledge to be with you this morning. I have noticed on the list of
delegates, many people from outside of South Africa and I heard that many are here for
the first time. That makes it particularly peasurable for me to be here.
I am going to talk very broadly about doing business in South Africa. I think, Rudolf
Gouws gave you the economic background.
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As business people, we have to take the external environment as given. In a
competitive business, whether you are growing by 2% or 3% or staying the same, you
still are in business. If you can get a bigger market share, then the company can grow.
Sometimes one thinks, one is limited by the external environment. Much the same
applies to South Africa. South Africa has been a survivor economically over many years.
When I first became aware of things – I was at the university together with Rudolf
Gouws – South Africa and what would happen here was discussed by everybody. That
was in the 70s. There were always the „doomsdayers“. Almost everybody thought that
„South Africa will not survive.“ If you read the press outside of South Africa, in the past it
has always been more negative about South Africa than positive.
In my perspective, there has never been a time when South Africa was in a better
position than right now. Over many, many years we have been surviving, now we
anticapte taking up our rightful place in the world economy.
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This is a slide that Rudolf Gouws showed you. In the period up to 1994, there was an
incredibly volatile political environment in South Africa. The revolt against apartheid took
a long time to eventually get rid of apartheid. It was only in 1994, that we finally had a
unified government and an economic miracle. Nelson Mandela played a key role in that.
His legacy still plays a key role in South Africa. But the volatile political environment in
those days created quite a bit of volatility in our economic growth. A lot of our resources
were directed towards things like defense spending. But in 1994 we had, what we refer
to as the „New South Africa“. In that period, our growth was much more stable. For quite
a few years we actually outperformed global growth. We expect this to continue.
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There are many ways of looking at doing business in South Africa. My discussions
today will focus more on the financial aspects. I have looked at the Global
Competitiveness Report of 2010, produced by the World Economic Forum. It is a
survey of 139 countries around the world. Every country that looks at it, will see the
things where it scores well and pay less attention to where it does badly. There are a lot
of things where we don‘t score well. But there are things which are relevant for people
doing business here, in which we score very well. Overall we are 54th, but in the
soundness of the banking institutions we are considered 6th best in the world.
I grew up in banking and I was CEO of First Rand during the crisis. We were the only
country besides Canada that never needed any government interventition, such as
liquidity support, guarantee of deposits. Our financial system did incredibly well. Another
thing, which is very important for capital rating, is the stock exchange. Our stock
exchange is quite remarkable in terms of its regulation. It is rated as the very best in the
world. Another important factor for foreign investment in South Africa is the quality of the
audit profession. To what extent can one have confidence in our financial accounts and
reporting standards. Again we were first in this category.
Another point that is very important to foreign investors is the protection of minority
interests in companies. Many countries around the world, and I dare say in a lot of
developed countries, if you are a minority you do not get treated properly. This is
something we feel very strongly about.
For completeness I should also mention things where we don‘t score well. We don‘t
score well in government bureaucracy, in education. These are important factors, where
we don‘t score well and we recognize it.

Doing Business in South Africa – Paul Harris – page 74

We are the largest country in Africa by quite a bit in terms of GDP. If we are 100, I
believe, Nigeria is about 60, which would be the next biggest. Looking at Africa in terms
of infrastructure, particularly in Subsahara Africa, it is natural, that the gateway is
through the ports and railways of South Africa. South African engineering has been
involved in many big projects in Africa. If you go to Dubai, some of the big buildings and
hotels there were built by South Africans. We have funded a number of projects in
Africa, e.g. dredging a harbor in Congo. We financed a telecommunication network
further north in Africa and a mining project in Zambia.
It is also very important to understand Africa. People don‘t recognize that Africa consists
of multiple countries – I think there are 52. Each one of those has a seperate
jurisdiction. A lot of them do not have a well-developed infrastructure. In financing
projects one has to know your way around.
A number of countries are active in Africa. China is now very active in almost every
country. They are building infrastructure, they facilitate rail networks.
I want to dwell a little bit on the World Cup. It was a seminal event for South Africa. We
in South Africa think that we „can do it“. We proved it in this case. Because of the world
press and the perception they have about South Africa, we always feel that we have to
prove it over and over again. I do think that the World Cup does show that we can do it
as a country.
The first time people come to South Africa, it is often a fact that the perception they had
before versus the reality they experience is very different. Most often the experience is
much better than the expectation.
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I have mentioned that there are obvious challenges in Africa, such as multiple
jurisdictions and lack of infrastructure. We were recently quoting on financing for
building of a city in Nigeria. It was a suburb, a very ambitious project, but the biggest
problem was, that there was no road into the place. In order to put up such a project
you often have to build ancillary infrastructure.
There are very big regulatory challenges. I mentioned the inefficiency of the
bureaucracy. There is corruption, which is a major problem in Africa. We in our company
do not entertain any form of corruption in any form whatsoever. Maybe once or twice we
lost transactions because of that, but I do believe one can operate ethically in Africa and
still do very good business.
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There are a number of growth themes, that have already been touched on, that I could
just mention. Another growth scenario for cablemakers in South Africa is that there is a
lot of cable theft in Africa. If that is not being recycled into the market, then that creates
another sort of demand. You develop a sencse of humour in South Africa!
But besides this Africa is hungry for infrastructure. In order to grow of course we need
energy. Housing and construction is evident. The massive needs for housing are
obvious.
The telecoms industry throughout Africa is growing in order to achieve the type of
growth rates we have been looking for.
Mining is extremly important for South Africa. I don‘t think people realize the extent to
which South Africa remains one of the real treasure houses of mineral resources in the
world. That does not necessarily mean that we are exploiting these resources, but it
indicates the potential.
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In conclusion, there is one point I should mention. There is more money than there are
projects. In other words, I believe, that there is the capital available both in South Africa
and internationally to finance almost any project in those categories provided they are
financially attractive.
The other points are not necessarily important for cablemakers. Food and health are
very big industries. But in any one of these categories, I believe, it is a question of
having a viable project. If there is a viable project, the finance will be there! There is no
shortage of capital for good projects.
South Africa is holding its own in the world. Looking back even longer than the 20 years
Rudolf Gouws talked about, we came through a lot. Our financial system is sound.
Investors can take a lot of comfort from that. The reality is certainly better than the
perception. The World Cup has helped. South Africans are very passionate, proud and
positive about the future of this country.
There are strong growth themes in South Africa and in Africa.. There is a strong feeling
that this decade or millenium is Africa‘s.
Thank you!
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