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INl'RODtJÇTION 

The major objeotive of this study is to ,investigate the degree 

to which government polioy of South !frica has been SUOé~~3ful in 

tostering eoonomic growth. l 

Two basic propositions underlie our investigation. The tirst, 

developed by S.B. Linder malntains: 

While trade in prilDary produots is explained by factor 
endowents, trade in manufactures is explained mai~ by the 
similarity of demand patterns in the trading countries. 
Industries develop in'a country beoause of the esistence of a 
potential market at home and an industry is able to expand 
and export once the home market has grown to enable industry 
to attain significantly large scale economies to become 
competitive in world markets. The strongest market is found 
in countrias, where the composition of demand ia about the 
same, which means that their per capita inoomes are at the 
same level. 2 

This may explain the .relatively large peroentage trade between 

South !frica and Rhode~ia, and perhaps the relatively 100s9 trade ties 

between South Afrioa, New Zealand and Australia, the latter two being 

South !frica 'a best competitors in primary prodl1cts excluàing minerals. 

The inequitable distribution of incoma in South !frica 

renders a portion of the community to enjoy a very high standard of living, 

the effect of which is to distort the composition of demand for this 

portion, in the direction of patterns found in Europe and North America, 

iihus manifesting Linder 's argument in a curiol1s sort of way. An attempt 

at illustrating the above pattern will be made by examining that proportion 

lGrowth, a phenomenon whioh is accepted as being desirable, in our 
context will mean an efficient utilization of productive resources to inorease 
national inoome and, thereby, to imprave the general living atandards of 
!11 South Africans. 

2w ,M. Gorden, S cial Pa ers in ternational Economies (Princeton, N.J.: 
Princeton University Press, Mareh, 19 5 , 7, pp. 31-32. 

l 



of South Afrioan trade which takea place between developed and under­

developed countriea. 

~he seoond proposition ie developeà by H. Myint. It would appear 

tbat much of South Africats economic i11s have been underlined by M;rint, 

when he maintains that oheap labour encouragea low proàuctivity by 

perpetuating inefiioient methoàs of production ar.d false eoonomy by 
3 

leading to output expansion without any improvement in productivity. For 

this he oitas West !frica, Southern !frica and parts of Asia as examples 

of output expansion without any change in the often wasteful traditional 

methods of oultivation. This problem la otten st the root of the famous 

controversy about the relevance or classical theory to development.4 

Myint contel'lds that the opening of the colonies ws often 

characterised by entrepreneurs who vere unwilling to invest. in f1xed 

oapital because of the abuDdanoe of cheap labour. This beoomes even 

clearer when va bear in mind that one of the main inoentives to tecbnical 

progress is the desire to sava on labour costs. The absence of this 

inducement meant that industrial organization in the Smithian form of 

division of labour could not taka place. Instesd, an increase in demal'ld 

often led to expansion without any internal investment 1;hus making 

production an extractive rather than a conserving process. 

Myint further maintains that an increase in demam does not seem 

to have been sufficieLtly powerful to steer produotion beyond the extractive 

level. This oontention assumes that soil fertility woald not be depleted 

3U• Myint, IIThe "olassical theol'1" of International trade and the under­
developed countr1es," !conollic Journal, LXVIII (New Yorkl st. Martin 's Press, 
1958), pp. 317-337. 
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by the extractive process itself. If this assomption holds, and demand 

ia sufficiently large, increased meChaniaation vould appear to be the 

obvloUi solution. 

It can be 1nferred from lViDt 's argument that the stimulus which 

industriali'7,ation. gives to productivity in the agricultural sectors of the 

already advanced countries via technical progress further weakens the 

competitive position of primary commodity producing countries and, because 

foodstutts are such a small proportion of inc0m8s spent in advanced countries, 

the underdeveloped countries, therefore, become engaged in competing tor 

a small fraction of incomes of consumers in advanced countries. 

Myint further contems that comparative advantage does not apply 

in the classioal sense in underdeveloped ,coUDtries, but rather the vent 

for surplus argument, by which he means that gains from trade are based on 

exchange of surplus produ.ce rather than on a specialized production for an 

international market. The gain is then iD terme of extra goods which this 

surplus can fetch tram foreign sources. Bence the inability of this kind ot 

trade to change the traditionsl methods of clUtivation among a colonial 

people; the effects of which woald have placed them within the analytical 

tramework of the classical the ory. He theretore tinds the blame placed 

on classical theory 1rrelevant. 

For purpOBeS ot this study the relevant conclusions of Myint's 

analysis are then as followsl 

(a) The people of the "'emi empty· backward countries appear to 

have obtained a smaller share of the gains trom international 

trade than can be satisfactor1ly accoUDted for in terms of 

l' 
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initial, social and economic conditions or these countries 

and in terms ot the relative scarcit1.es and effectiveness or 

the Rdomastio" factors compared vith the .tore~" tactors of 

production. This seems to have b~D caused not only by mono­

polistic and monopsonistic tactors in the static sense, but also 

by dynam1c pressures of the need to expand export produotion 

rapidq. 

(b) This doas not, however, mean that this type of backward country 

should react bltnaly aga1nst the "nineteenth century" pattern 

of international trade and embark on a policy of protection to 

foster domestic manutacturing industries. Rather the suggestion 

is made that the chief source of trouble lies with the internal 

pattern of economic develop.ment rather than with the external 

pattern of international trade. The former faUed to pass on 

the full benetits ot international division or labour to the 

people or the baokward countries. It also appears to he partly 

responsible tor vhatever disadY-Bntages the backward countries 

may have surfered in the way ot uni'avourable external terms or 

trade and lack of dynamic economic stimulus trom international 

trade. 

( c) This vould suggest tha t the people ot backward countries are 

likely to gaintrom a compr~se policy of externel !ree trade 

oomb1œd vith internal state control. In the peasaDt seetora, 

state oontrol abould take the torm ot a more effeetive use or the 

arketing boards already in existenoe. In the non-peasant sectors, 

1 
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etate investment and partnership with private concerna may 

be needed to faci1itate the switch over trom a cheap labour 

po1icy to a po1'.cy a1lowing for a greater vertical mobility 

into sk1l1ed graàes.5 

5. 

The above conclusions are specifica11y relevant to South !frica 

where Government intervention has been considerable, and ft is in the 

llght of this tramework that the tollowing chapters should be understood. 

Much as the main the. remaina South Atrican experience vith growth, vith 

speoial ref'erence to the international trade aspeots, the study may a1so 

present a case for an intelligent use of protection, at least in the 

initial stages of' development, bearing in mind that for further development, 

tariff po1icy will have to be increasingly more seleotive because almost 

al1 arguments for protection are of a "second best" nature.6 

The first ohapter will present an outline of' South Af'rican histor,y 

as a general background to the study. The seoond ohapter will describe 

structural changes within the South Atrican eco~ since 1925. This is an 

attempt to assess both the growth and the policy measures that inf1uenced 

its blas.7 

5B• MYint, "Gains trom international trade in backward countries," 
Review of Economic studies, XXII (London: V.P. Griffith & SODS, 1955), p. 141. 

6The most d:1fticult prob1em wh1ch confronts any 1nvestigator of' the SotIth 
Atrican experience ooncerna the inadequacy of statistical data, partioularly 
data for the Don-white population. Another problem reveals itselt in the 
dynamic interaotion or the ecoDomic variables. It is in this respect, 
tberefore, that historioal background must a&~ume importance. 

7south !frios, lite most underdeveloped countrles, began vith a tradi­
tioœl society hostile to change. Both started vith subsistance eoonom1es. 
Its relatively recent progress, œvertheless, may he of some importanoe in 
Ulum1nating some ot tl.tl} p:t'vblt!omB which growth entail.s. It is to be nated, 
howëver, that the South !trioan economy's dependence on primary proàucte 
places it among the ar.my ot underdeveloped countr1e~, yet ite possession of 
fair quantities or gold has singled it ont as being unusually f'ortunate. 

-

1 
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6. 

The third chapter will attempt to under1ine sone of the major 

weaknesse~ in the economy d~the period relevant to our study--namaly 

1925 - 1960. 

Chapter four will present an ana1ysis of the trading patterns 

which developed during the period 1925 - 1960 as a result of the government 

policy of protection. This analysis enends into Chapter five. This 

chapter covers the years 1950 - 1960. The reason for separating the two 

periods lies in the fact that after twenty-five years of protection the 

economy was exposed to graduaI relaxations in the tariff structure.. The 

years 1950 to 1960 present a clearer picture of the fruits of governmeDt 

policies which were initiated in 1925. From this decade, we may assess 

the relative suc cess of protection to the degree that this policy was 

largely based on infant-industry-type arguments. 

The sixth chapter will attempt to draw some conclusions and 

suggest, wherever possible, means of improvement in government policy. 

The reader is warnad that there will be occasiona1 

discrepancies betwaen data obtained from secondary sources and that 

computed trom primary sources. This should not affect the uHument 

as the disorepancy is caused by the fact that revisions'which are 

included in primary sources may not have been foreseen by the authors 

that used the original figures and estimates. 
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CHAPl'ER l 

HISTORICAL, SOCIAL AND ECONOMIC FOUNDATION OF SOUTH AFRICA 

Some Vital Statistics 

South Arrica is approximately 1,500 miles north to south 

and 1,250 miles east to west, and VOVBrS an area of 473,000 square miles. 

It consists of a 6,000 feet lanà-~ss, separated from the long but 

relatively lush coastal area on the east and south by the Drakensberg 

mountains rising to 11,000 feet and gradually verging towards the drier 

and semi-arid country on the west towards South West Arrica. It has no 

navigable rivers; costs of transport are high since the railways and air 

provide the only major means of transportation. Climatic conditions 

show a considerable variety and the c:'ops and agricultural products 

reflect these conditions. In short, South Arrica exhibits a striking 

oontrast between the static and the dyna~c, the handioraft and the 

highly teohnioal; the subsistenoe eoonomy side by side with an advanced 

industrialised society. 

The population acoording to the 1960 census wes 16,002,797, of 

whom 3,088,492 were white, 10,927,022 African, 477,125 Asiatio and 

1,509,258 mixed. The white population is 56 per oent Afrikaansl and the 

rest are mostly English speaking, drawn trom every oountry in Europe. 

The Econo:r;y 

Its mineral wealth in precious and base matals is considerable: 

gold, diamonds, os~idi~ uranium, c081, iron manganese, lead, copper, 

asbestos, tungsten, phosphates, chrome, etc. Ite agrioultural producte 

are cattle, sheep, pige, wool, maize, oats, groundnuts, timBer, fibres, 

sugar, tobacco, cotton, winee and al1 types of deoiduous and citrus fruits. 

lrhis refers to people of Dutch descente 

7 
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8. 

South Africa 's industrial camplex shows a similar range and 

variety, and embodies highly mechanised techniques (as those in the steel 

industry) side by side vith those relying on large numbers of unskilled 

workers. The economy is based on a large participation in international 

trade; for example, in 1964, exports, excluding gold, amounted to 

f472.05 million, vhilst imports vere estimated at 5:688.55 million. 

Gold exports amounted to E385.55 mil1ion,2 the balance of trade amounting 

to plus E237 mil1ion. 3 

South !frica has a highly developed commercial sector and a 

reserve banking system, diversified money market, modern stock exchange 

facilities and virtually al1 the institutions of a developed financial 

economy. 

The Opening of the Country 

Underlying the South Arrican economy are problems whose roots are 

deep1y iJnbedded in the history of the country. The opening of South Africa 

began as early as the seventeenth century vith the establishment or a hal! 

vay station by the Dutch East India Company at the Cape of Good Hope. 

A.G.V. de Kieviet has stated: "The Portuguese discovered it, the Dutch 

realised its importance and held it for a ceetury and a hal! before the 

English acquired it as the most important single poiet on their vay to 

their Indian Fmpire. ,,4 From the above we may postulate that the opening 

of the Cape vas closely associated vith the age of Mercaetilism; a period 

characterised by impressive dividends for the Dutch East India Company. 

Zrhe Economst Intelligence Unit, ~epUblio of South !frica and South 
West Afr1ca, ft QU8rterl:y EconôlD1c Rev1ew (March, 1965), p. 6. 

3rhe importanoe of international trade to South !frioa beoomes olear 
vhen these figures are compared to the 1964 Gross Domestic Product at factor 
cost of E3,333.5 million. 

4A.C .ll. De Kiewiet, A History or South !frica (OXford University Press, 
1950), p. 1. 

1 
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The Dutch East India COlDpany gave its servant Jan van Riebeeek 

precise instructions to wit: 

The Dutch East India Company bas no desire to tame the 
wllderness, nor to find nev homes for Dutoh men over the seas. 
Jan van Riebeeek's dut Y would be done if he provided the 
company's vessels vith !resh meat and vegetables, far the settle­
ment at the Cape ws not a aeparate venture. It was a cog in a 
great commercial system • • •• In that system spices and 
profits came before souls and patriotism.S 

The Company, in its desire to maintain these ideals, used 

soldiers to cultivate the land and service the station. These were, 

however, inefficient. In 1657 the Company decided, therefore, to 

substitute self-interest for discipline. At the suggestion of 

Jan van Riebeeck, nine of the Company's servants became 'free burghers' 

and landholders, vhich is to say they were given small land holdings 

of l~ acres, !ree from taxation, to which they bound themselves for 

twenty years. These burghers continued to do seme of their military 

duties, and vere required to supply the Company with its requirements 

at fixed priees.6 Furthermore, they were not free to grow tobaeco over 

\1hich the Company had a monopoly, nor wre they free to trade with their 

native neighbours. We can speculate that it vas in this incompatabillty 

between little freedam and much constraint that much of the Colony's 

subsequent history vas eontained. 

9. 

The Company fought bard to save its monopoly against infrigge­

ment. The colonists, slowly growing in number, struggled to be freed from 

an almost teudal governm.ent. The Company ws on the one band set against 

expansion into the interior of the country whilst the burghers looked upon 

the interior as the only place lIbere they could be free !rom restraint. 

5 Ibid ., p. 4. 

6some of the requirements embraced provisions ranging from !resh 
vegetables, fresh meat, vine, !resh water, etc. 
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The ear1y burghers faoed an acute shortage of labour and 

oapital. It was, therefore, not within their power to engage in intensive 

agriotùture. Moreover, in 1664 South African farming suffered its first 

depression. As de Kiewiet said, "For centuries this was to be the 

familiar cry of the land,. • • it had not taken long to discover that 

for those who till the land South !frica was a poor land, capricious 

and unpredictable. n7 

The 17th century came to an end with the Company's colony 

unable to pay its own way and satisfy the needs of the fort y odd ships 

Which stopped at the Cape each year. Most of the burghers were poor, 

many were in debt and some lived on charity. The English War of 1665 

and the French War of 1672 taught a lesson of the strategie importance 

of the Cape for the British Empire. In 1666 the construction of a fort 

began at the Cape. With the fart built, the Company encouraged more 

immigrants for its defence. The nine burghers of 1657 had mtùtiplied to 

nearly 600 by 1688 when the first French Huguenots arrived. In two 

generations two hundred Huguenots were assimilated into the Cape community. 

Thus it began to resemble more a colony than just an outpost of the Company. 

That a self-conscious oommunity had oome into being in spite 

of po~ and depression was evident during the governorship of 

Simon van der Stel (1679-99) and his son William Adriaan (1699-1707). 

These men were both innovators and reformers. They brought to the Cape 

soma agrictùtural science whioh had m,ade Bolland ·famous in Europe long 

bef'ore the days of' Jethro Tull. Simon planted oaks and his SDn planted 

modern vineyards and produced more genial wine than the kind captains 

7 
De Kiewiet, op. oit., p. 6. 

1 
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had, heretofore, taken reluotantly on board their ships. William's 

unsuccessful attempt with woal also gave him a glimpse of South Atrica's 

possibilities as a pastoral country. 

When Simon van der st el left ihe Cape in 1699, his son 

assumedoffice; Ii:. was nO'b long bafare William turned his genius for 

innovation and good management to his own advantage. The mistake which 

he made ws not so much that he tried to enriah himself, for this vas a 

common occurrence, but rather that he tried to enriah himself' at the 

expense of a poar, under-peopled colo~, where dishonesty struck swiftly 

at the welfare of the struggling colonists. In defiance of the Companyls 

instructions he becatle the biggest landowner, the biggest cattle owner 

and the biggest wheat farmer, wine grower and slave holder in the Cape. 

11. 

As a pure economic achievement it ws admirable. William Adriaan van der stel 

had thus founded an efficient monopo1y--which had been the COmpaDJtS original 

objective in founding the settlement. This discovery, however, came too 1ate, 1 

since an outcry trom the colonists led to his dismissa1 in 1707.8 

It is important to note that the Company, in its eagerness to 

simplify administration fe1t compel1ed to hold the Cape sett1emant within 

definite limits. It insisted, for instance, on the fewest possible 

contacts between the colonists anà the Hottentots, for it knew full well 

the conflicts wich could ensue if suah a contact ws allowed. Its ideal 

settle:m.ent was an intimate neighbourliness and intensive agriculture which 

could easi1y be supervised trom the Cape-castle. Among the many faotors 

tbat made the ides1 of the Company unrealistic were the fOllowingl 

Srhis diamiasa1 bad a significance in so far as it established a pre­
cedent of self-assertion on the part of the colonists, removing the initia­
tive or wtm ..... ws to be done st the Cape from the bands of the Company. 
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the Cape oould net be drawn into the vorld trade whioh vould have 

compensated the oo10nists for their effort. It could not compete with 

the rich soi1s and advanced agricultura1 techniques of Europe, nor with 

the cheap labour and the more abundant rainfûl of' the East Indies • 

The costs of production vere high and the qua1ity of produots often 

poor and unreliable. 

A colony so isolated, so pCiorly endowed, so dependent upon a 

tiny domestic market and the ships vhich anchored at the bay was 

12. 

unab1e to attract capital. Wealth oreation ws a painfully slow process. 

It ws out ofàleer necessity, therefore, that the colonists looked 

towards the interior far salvation. 

luth the grovth and development of the Cape com.unity, the 

CompalV's supervisory duties became increasingly complexe The movement 

to the interior ws steady and irreversible. From 172:1, when the first 

edict vas issued !'rom the Cape, the history of South Af'rica was to be 

the history of the expanding frontier. The Company tried fruitlessly to 

halt this expansion and impose its own rule; however, the Afrikaner 

character ws in the process of formation. A.frikaners vere acquiring 

love for open spaces beyond the reaoh of the Company. Again, in the 

vords of De Kieviet: 

They had the nomads appetite for space and possessed the 
haràness and courage of men or the saddle who watch their f'locks 
and hunt their m.eat. Their wealth vas in their cattle and their 
sons and grandsons who thrived amazingly • • •• Their tenacity 
could degenerate to obstinacy, their power of endurance into 
resistance to innovation and their self respect into suspioion for 
the foreigner and contempt for their inferiors. For want of 
pastora they raad the bible àrawing freely from the old testament, 
which spoke their language of their lives, a justifioation of the~ 
selves, of their beliefe and th§ir habits • • • the remotest corner 
of Europe ws better informed. "} 

90e Kiewiet, op. cit., p. 17. 

f 
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Racial features of the South African Scene 

Added to environmental factors, South Africa's evolution ws 

further complicated by the existence or other races. Out of all these 

races was to emerge what is commonly referred to as "the South African 

way of lire." 

The Hottentots 

The HottentotslO !ooked upon the coastal belt as their own. 

They were a pastoral community with priae in their cattle. Behind them 

were the marauding Bnshmen and a less generous climate. In spite of the 

Cape Administration's efforts, the colonists and the Hottentots could 

not be kept away trom each other. In this way the Hottentots tasted of 

the white man's tobacco, spirits and diseases against which they had no 

resistance. They broke down undramatically and simply. 

The Slaves 

Slavery ws introduced into the Cape purely by accident as 

there ws no plantation econollW such as tht.lt found i!l the sugar Islands. 

The conscience of the French and the English captains, however, dia 

prevent them from helping to pay for the Cape's expensive meat by 

trafficking in slaves. At the very beginning, therefore, a double strand 

of South African history WB woven--namely the servile worker and the 

iree colonist. In 1708 there were 1,147 slaves at the Cape. By 1795, 

their number had increased to 1,800.11 

Slaves and Hottentots provOked remarkable changes in thoughts 

and habits of the colonists who soon learned to look opon labour of the 

field and upon aIl hard physical toil as a fonction of a servile race. In 

the West !ndies such a large proportion of slaves and Hottentots as vere 

found in the Cape, would have been regarded as a blessing for the plantation 

10These people are known as Khoi-Khoi; the word Hottentots is a word 
of abuse though presently official, cf. Bushmen. 

1loe Kiewiet, op. cit., p. 21. 
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economy. In the Cape slavery ws a sign of' an unenterprising economy .12 

As more slaves came, whatever efficiency which did exist in 

agriculture, ws increasingly sacrificed to slave and Hcttentot labour. 

In the procesB there developed a privilegedwhite-caste. Thus began 

the development in South Atrica of a self-conscions group (the colonists) 

who seeking to escape hardships of a lite in a poer and unprosperous 

land, turned distinction of race and colour into a device for a soclal 

and economic discrimination. As De Kiewiet maintainsr nin this manner 

the limiteà wealth of the colony became the prlvi1ege of its white 

population, whose higher standard of living ws st the expense of the 

economic and social weltare of a numerous servile population. n13 

The tact that the Cape Administration could not st6p the 

movement into the interior became increasingly clear. This expansion 

98stward, however, ws temporarily halted by encounters with African 

tribesmen. 

The Bantu 

The Bantu were more numerous than either the Hottentots or the 

co1onists. They were primarily pastoralists with the characteristic nomadic 

spirit. Their economy consisted of primitive agricultural practices which 

could be understood within the aesumption that land ws in infinite supp~y 

anéI as soon as the occupied area diminished its yield the cammunity could 

move in search of new pastures and arable soil. They were also hunters 

grouped in a more organised social unit cal1ed the tribe with the 

extïended family as the unit of production. . They had, like Afrikanere, 

l , 
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1 12It was at the same time the consequence of and the cauee of the Cape's 1 
poverty. As slaves arrived the productivity does not seem to have improved anél 
yet a greater number of people became depandent on appreciably the seme r.sour~es.1 

130e Kiewiet, op. cit., p. 22. 
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their set of beliers and superstitions. They had a religious code 

with a complete ritual. Tribal elders and witoh-doctors had their 

respective roles to play in the social fabric. Cattle were highly 

valued, whilst land was held communally for the concept of land owner­

ship was alien to them. Savings was, therefore, a fonotion of natural 

rate of change in the animal stock, and the ability of the warriors 

15. 

to restore the balance when the equilibrium wa. diiturbed. It may be 

said they enjoyed a golden age equilibrium vith a low rate of consumption 

by modern stand~ds, and a significant consumption of leisure. 

From 1779 onwards the Bantu and the Boers had a close and 

unb~oken relation. In time the quarrels between the Boers and the 

natives became more complex in their causes. Men quarrelled over the 

stealing of cattle and over the possession of land and about labour upon 

the land. Each clash left a larger nmnber of natives embedded in white 

society. In one sense, the frontier wars became civil wars between 

groups econom,ically associated with each other. At the end of the century 

their assooiation was still looss. The Dutch frontiersmen could not 

prevail so easily against the natives as they had done against the Hotten-

tots. Nevertheless, the process of subjecting the Bantu to their service 

was well begun. 

The British Occupation 

The occupation of the Cape by the British vas one event which 

added impetus to the expansion of the frontier and the eventual exodus 

of Afrikaners into the interior of the oountry. Whilst the British 

Administration waB in many ways better than that of the Company, it failed 

to comprehend the essential truth that the Afrikaner had ad~pted to the 

new environment in a way that made him less amenable to centralised 
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supervision !rom the Cape. In addition, the occupation or the Cape 

by the British brougbt with it humanitarian ideas. This was expressed 

by zealous missionaiies whose ooncern about the rights or Hottentots 

was disturbing to the Afrikaners. Dr. Phillip vas one such missionary. 

The abolition ot slavery (1837), ano the compensation given the Boers, 

vas a keen cause ot disoontent. An attempt to treat Hottentots as men 

vith human rights vas violently opposed by the Boers and it eventually 

led to a rebellion, setting the same Boers on the Great Trek northward. 

Adaptation ot British Settlers 

Attempts at anglicising the Atrikaners seemed Geemed trom the 

start especiallY when examined in the light ot the 1820 settlers who were 

placed in the territory of Albany. The British settlers left depression 

in England to find it awaiting them in the Cape. Their reaction vas 

different !rom that of the Afrikaners. Rather than settle on the laId 

they became urban dwellers and artisans and thus, ve may speculate, lost 

the only chance of changing the Afrikaner. This urbanisation coupled tlith 

the British Government's reluctance to spend the necessary money tor 

enforcing its retorms14 redu~ed English influence in shaping South Afrioan 

attitudes. ~e Home Oftice's fear of an internal involvement in the 

country 16ft the initiative tor opening South !frica to the Afrikaners. 

The movement of Afrikaners into the interior vas viewed vith apprehension 

by the Cape Administration. The intensity of this apprehension vas 

exceeded only by the hesitation or the Home ortice. 

Aspects ot the Afrikaner emigrant r s character 
Although the emigrant farmer opened the hinterland arid made a 

great oontribution to the development and enrichment of later South 

!frica, theirs vas not the aggrèssive movement ot a people braving the 

14These retorme would include enlightened policy towaràs natives, 
regulation of !rontier and other institutions of local representation ot 
frontiersmen, etc. 
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wilderness for the profit that it would,give them. Though they were 

skilled in the ways of the veld, good horsemen and superb marksmen, 

expert at breaking in an ox, or a horse, able to tan leather, make 

bricks and work in wood and stone, they developed in a far lesser degree 

than their Australian or Canadian contemporaries the inventive faculty 

to overoome the physioal and material onstacles of their elIVironment. 

Even in the area which became the Orange Free State, wherè sheep farming 

was a suocess, the methods were crude. In the Transvaal wool vas for 

a long t1me an incidental product, placing it among the lowest grades 

on the markets of England. 

In understandiüg the genesis of modern South African society, 

it is of greatest importance to know that the land beyond the Capels 

borders vas not an open land suoh as that which lay befere the Australian 

squatter. It vas an area of settlement by a great Bantu population. 

Much of the energy of the Boers was used more aga1nst the natives than 

aga1nst nature. .üd, as it had happened earlier, every piece of land 

acquired brought vith it its original inhabitants as servants or squatters. 

Major Characteristics of the rour Provinces 

By 1840, the Cape had assumed a rather British charaoter, Natal 

had discovered sugar and both provinces vere competing for the trade with 

the Boer Republics to raise revenue which would enable them not to 

re~in beh1nd their sister colonies, Canada and Australia. In 1852 the 

Sand River Convention recognised the independence of the Boers beyond the 

Vaal River; two years later the Bloemfontein Convention withdrew British 

sovereignty from beyond the Orange River. Thetwo Boer Republics were, 

after all, to manage their own relations '4th their own native neighbours. 

This circumstanoe meant that representati~e government, which the Cape 

received in 1854, would not be the foundation on which South Africa would 
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build its future. This was in addition a concession to What the 

Great Trek and its spirit stood for, namely racial patriotism and the 

isolationist patriarchal outlook that vent with it. The two Boer Republics, 

however, were out off trom the sea. Natal and the Cape did not share 

their revenues. It was less likely that they should share with these 

land-locked republics since they were, themselves, poor. The Republics 

were, however, poorer. 

The 1862-70 Depression and the Discovery of D:iamonds 

The forces of depression, which began in America and made the 

looms of Lancashire cease their shuttling, finally reached South !frica. 

Ixxleed, from 1862 to 1870 depression gripped the land. Unprecedented 

droughts and the ravages of insect pests made the crisis harder to bear. , 

For the whole decade not another sleeper was added tolSouth Africa's 

railways. Neither the wool of the C~pe and the Orange Free State, nor the 

sugar of Natal were able to pay for imports and public works needed to keep 

South Africa abreast of an industrial and commercial age. Some other 

sO\n'ce was needed, and for South !frica this source became diamonds and gold. 

It should further be emphasised that the now of immigrants from 

England and Ireland passed South Africa by, as wages wére not attractive 

and labour was both cheap and abundant within. UpOD the lire of the 

natives rested aIl the veight of the benafits of 'civilization.' .As 

De Kiew1et so dramatically expressed it z 

Each greasy blanket and torn pair of trousers they wore, each 
hoe or length of copper wire they bought, each bottle of 'Cape smoke' 
they drank, was a charge upon their Irail resources. Poor though 
they vere,' the consumption of salt and sugar, tea and oorfee, soap 
and candIes, the use of buckets and spades ultimately became habits. 
AmoDgst the agenoies which transformed the lives of natives the 
trader was the most influent:lal; for it may freely be saia that in 
1870 there was soarcely a man or voman who was not in some measure 
a consumer of manufactured goods. In the same manner did the 

~ 
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natives become taxpayers of the Republics and the colonies. 
In Natal above aIl, but in other communities as weIl, heavy 
contributions were levied upon the natives. In 1862, when the 
customs revenue of Natal amounted to ~O,672 native taxes amounteà 
to E!7,925. A very important means of native taxation was by 
import duties on articles of native consumption. The increased 
tariffs of 1860 and 1863 in Natal were imposed chiefly on 
articles consumed by the native population in order to cover the 
expenses of the introduction of coolies from India to work in 
Natal sugar plantations. Upon the very numerous population 
on European land there dwelt the obligation of rente. Many a 
landowner, especially in the British colonies, obtained an 

19. 

important incoIœ from 'kaffir farming.' The great landholding 
companies were able by this means to lock up blocks of land without 
loss to themselves by levying rentaIs upon the native squatters. 15 

By this time diamonds were picked up and the first gold discovered; 

black and white were joined indissolubly to one another in the closest of 

economic relationships. Rere finally may be seen the explanation of 

the failure of South Africa to attract as many immigrants as Canada or 

Australia. Rer source of labour ws within the country. The diamond 

fields were South Africa!s first industrial community. There South !frica 

faced for the first tilDe problems of capital and labour. Here, South 

Africa confronted a new competition between its white and black inhabitants, 

not for land or cattle, but for a place in industry. Industrial Kimberley 

joined the rural Great Trek in its insistence that the town as weIl 

as the country be based upon an economic as well as racial distinction 

between black and white. The servile tradition of the farm ws introduced 

into industry.16 

The nature of diamond raining also mitigated against the individual 

digger. The greatest proportion of diamonds were foum in the unique 

geological formation of pipes of blue ground running deep into the earth. 

l5ne Kiewiet, op. cit., pp. 81-82. 

l6It was a crude political economy that exploited the ignorance and ~ho 
poverty of the natives and at the same time perpetuated these defects. It 
also demanded vagrancy laws and complained of 'idle' natives in the reserves 
and locati~ns. 
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Thua, mining advanced t'rom a simple to a complex prooess. Cecil Rhodes 

and Barney Bernato, both in command of large capital resources, consolidated 

diamond mining at the time when bankruptcies were rire. Men of skills 

were immigrants t'rom abroad. Thua, the white workers working in these 

mines stood out more sharply as they were not of South African birth. 

They also set a precedent whioh was later to characterise South African 

industry namely its dependence on expansive skilled labour. Except 

for its wagon builders, South !frica had no skills upon which the mines 

could draw. Thua, the division of labour between a large body of blaok 

men and a small group of skilled workers, which 'Ws later to permeate 

the eoono~, was not only the result of prejudioe. The Blacks had no 

skills to offer; they vere often recruited t'rom what remained of their 

tribal communities and went back when contraots expired. By contraat, 

Whites were bound by many ties to their plaoe of work. 

The Wars that Preceded the Union; of' South Afriea 

It was during this period that the Tr8.llSa'8al was \llldergoing 

its mm trials. It is within South African historieal pattern that major 

WarS there were fooght during drooghts or tbreatening famines. During 

lm the severest drooght South Afriea had known in years began. On the 

eastern t'rontier; which ;,as:.largely occupied by the Bantu, the drought 

revealed, as never b&fore, the overcrowding of man and beast. In this 

region, the natives, colonial and imperial troops, fought a d1fficult and 

an expensive var. At the end of this war in 1878, the Transvaal ws at var 

again vith Sekhukhuni, and the war with the Zw.us which Natal had feared 

for a generation vas imminent. l ? 

l?De Kiewiet, op. cit., p. 105. 
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The wars which felloweà led to a great deal of bitterness and 

did very little to improve the attitude of the Transvaal which, henceforth, 

was to carry the flng of racial patriotisme That the Transvaal, devastated 

with depression, was iound to veaken was, perhaps, ObviOllS if it had not 

been for the fact that gold wss to be found there. From then on, the 

Transvaal vas to emerge as the leading industrialising force in the country 

simultaneously stamping its character on South African political life. lB 

The Gold Industry 

The Witwatersrand gold deposits are at once the richest and 

r" 

the poorest in the world. They are poorest because the average iold \ . 

content per ton is low, they are richest beoause the number of tons of ore 1 

1s well-nigh incalculable. In none of the gold producing centres of the 

vorld i8 the ave~age of gold content so love In the United States the 

average riohness of the gold ores is three to six times as great. It 

is, however, the poor ores, those on the margin of profit, which yield 

great output of gold. The problem of mining, ever sinoe the discovery 

of the Witwatersrand, bas not been to find rioh ores but to maka the poor 

ores pay. Thus from the very beginning there was no place for the 

individual with pans or slnice boxes. Heavy machinery and railways, 

engineers and technicians, scientists and large volumes of capital vere 

1mperatively needed by the Transvaal mining. 

18.rhe TransvasJ. was the !OOst rebellious of the Boer Republios. The 
period referred to above vas an era when the four provinces lacked a much 
needed deoisive leadership from England. It vas during the same period that 
South West Arrioa fell into the bands of Bismarok whilst the British handà 
vere tied by the Transvaal in a futile var. The most outstanding aohieveJœnt 
of this war vas to make Afrikaner Nationaliem stronger and less ra~ional. 
It also laid a sol1d foundation for the Anglo Boer Var whioh vas to ~ 
South Airioa bitterly divided between English speaking and Afribans speaking. 
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Thia dependence upon the recent achievementa of industrial and 

chemical science, and upon complex financial direction inevitably made 

the Wit~tersrand the centre of industrial revolution in South ~fca. 

In the midst of the slow moving people there sprang up a modern industry, 

worldwide in its importance. The unusual demanda which gold fields made 

on the Transvaal, and the vivid contrast between them and the rest of 

the Republic, were a fertile source of difficulties which preceded tœ 

Boer War. 

Mining began in a period of low priees and at a time when 

the world fa demand for gold ws far in excess of the prevailing supply. 

The great machines which vere needed to mine the ore found their source 

of energy in the abunàance of coal which was both cheap and of good 

quality. In 1887 one mine paid a dividend of 57 per cent; am another 

25 per cent .19 

It took several years to realise that gold reefs could not 

be successfully vorked by a large number of competing companies. Mïning 

demanded·the precise knowledge of its scientists, and the fullest skills 

of its engineers. It alao demanded up-to-date business and financial 

organisation. The deeper the mines went the greater were these demands. 

Men like Rhodes and J.B. Robinson, vith the experience of Kimberley mines 

behind them, were swift to bring order into chaos. Although it had 

taken Rhodes nearly twenty years to fowx1 the De Beers Consolidated Mines, 

within six years the Consolidated Gold Mines of South Africa ws an 

accomplished fact. 20 

19De Kiewiet, op. cit., p. 118. 

20 
~., p. 119. 



The revolutionary impact of gold on the economy is difficult 

to over-estimate. It permeated to the remotest Bamu village and brought 

men from distant corners of the earth. Revenues of the Cape and Natal 

21 rose sharply. 

The prosperity which came to aIl manifested itself in dramatic 
22 

priee rises. However, many problems were present; a oommunity dependent 

on land and cattle, especially when the former was largely drawn from 

foreign countries. An industry, narrowly depandent on the world market, 

ws intolerant of the localism of the RepUblics. A simple society which 

had embraced the wilderness in order to protect its habits of living 

ws challenged by a complex order in which there ws a variety of 

industrial and commercial pursuits. Freedom which the Boers prized 

ws limited only to themselves. They had defeated thus far aIl efforts 

to mend it to the natives, and were reluctantto extend it to men .. 

who disapproved of them and knew not their ways. Because they had little 

art, no architeoture and no literature, they depended on their bibles, 

their farma and the blood to set them off sharply against the natives am 

outlander (foreigner). AlI tbree loylUties, namely, their Bible, their 

farme and their blood ties, sustained their resistance to change and 

strengthened their inGl"tia which was normal intheir sluggisb eeonomy. 

The natural disharmony between the old and the new eeonomic 

groups, the one homogeneoue, beealmed and rtn"al, the other eosmopolitan, 

tn"ban and aggressive, ws intensified by the moral and politieal disagree­

ments that divided English and Duteh. 

2l. 
For example in the Cape, a revenue of El, 990,000 in 1886-7 increased 

by over 5;500,000 in 1889-90. 

22A drougbt ox for exemple eould fetch fl2 instead of E3. Firewood 
could be sold with priee exeeeding the original value of the land on which 
it 8rsw. 



The policy of racial patriotism vhiah Hafmeyer rejected in the 

Cape Colony was fervently adopted by Paul Kruger, the Presiàent of the 

Transvaal. 23 Kruger even sought an independent outlet to the sea to 

24. 

avoid using the Cape sea ports a~ those of Natal. By 1889, a J.°ailway line 

!'rom Pretoria to the Portuguese border was oonstruoted. In the meantime 

the Cape and Natal were engaged in a cut-throat competition for the 

Transvasl's merchandise exporte Also, in an attempt to bring the Republic 

to its knees, CecU Rhodes organised the futile Jam.eson Raid. 24 This 

event destroyed whatever good taith had remained between the English and 

the A:frikaners throughout the land. Extreme racial patriotism of the 

Boer Republics ws at last vindicated, said the critics. Kruger signed 

a defensive-offensive alliance with the Orange Free state. The Transvaal 

po1itics were brought within the sphere of powers engaged in the scramble 

for Africa. German intervention was suspected and Kruger did 1ittle to 

dispel the fears of Englanè. Events marched stubbornly towards a 

conflict which damaged British prestige--the Anglo-Boer Var. 

'~Th·.llJ; brought to the surface the fact that the native 'problem 1 

was insoluble. The provinces could not agree on a specified polier towards 

natives. The war precipitated the coming together of the four provinces 

with natives civil rights compromised in the interest of unity. Thua, 

it becameclear at the end of the var that Great Britain had fought 

2:3. 
De Kiewiet, op. cit., p. 122. Note that resentment was caused partIr 

by the selfish attitudes of the Cape and Natal in dealing vith the Republics, 
by the British annexation of the Transvaal in 1877 and b.Y the fact that there 
were men !rom Hollam Germa~ wo hailed the idea of an independent Dutch 
Republio, free tram B~itish control. 

24rhis vas a1med at aiding an evisaged uprising of the outlanders in 
the Transvaal against Paul Kruger-an event which would have justified 
British intervention. 
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the war not to holà South Arr1ca but to rel1nquish her, and that Br1t1sh 

v1ctory \lould paradoxically end Br1tish influence in South Arrica. The 

Union of the four colonies was formed in 1910. 

Following the formation of the Union both moderate English and 

moderate Afr1kaners were in the position of leadership. Some of these 

men exhibited statesmanlike qualities in varying degrees. Compromises 

were made fJJom time to time to hold .the Union together. Even the 

constitution which reserved oertain rights for the jurisdiction of eaoh 

province ws another feature of this compromise approach. Thus out of 

disjointed colonies ws painfully born the politioal Union closel,. voven 

by economio ties and weakened by racial bitterness. 

The Union of South Arrica 

The perioà following the formation of the Union was oharaoterised 

by a steady process of industrialisation. However, the rural population 

increased and the Bantu also refused to follow vhat one AUBtralian Governor 

-
oaUed the "natural progress of the abariginal race towards extinction. ft 

As De Kiev1et put itl 

The South Arrican natives, it vould seem, posBe1lSeèk'some principle 
in their blood which fought contamination of drink and disease, 
some special virtue of the loina that enabled them to mult1ply 
in spite of wars ~nd droughts and the loss of most of their 
ploughing lam. 25 

It has already been stated that many Africans became labourers 

on the land they once owned. Soma became squatters and paid rent, others 

provided their servioes for the protection which the farm gave them 

against a l1fe which ws different !rom the ones they vere accuatomed to. 

It must be said that the farmers vere not alwys bard masterv. According 

to De Kiewiet, cruelty vas practically unknown. Yet, within this neat 

25ne Kiewiet, op. cit., p. 179 
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pattern, there seems to have emerged serious problems. Natives in the 

reserves were over-crowded. Their religious attachment to cattle 

did very little to alleviate the pressure on the land. 

The use of land by Dutch farmera 'Ws 'Wsteful. As the land 'Ws 111 

ti8ëq,it retaliated by deoreas1ng its yield. The disappaarance of trees, 

grass and the appearance of deep ravines bore testimony to the ill usage 

of the land by the farmers, the natives and nature herself. It 'Ws thus 

a combination of forces that led to a surplue population which had to be 

absorbed by industry. Some of the foroes were similar to those which 

characterised industrial revolution in E,~ope and the United Kingdom. 

Yet among the Afrikaners were found men who resisted a disciplined vay 

of lite. These were barred from taking employment as farm hands by the 

traditional outlook of the Afrikaner towards menia! tasks. These men 

drifted to oities only to find themselves competing with natives for 

jobs •. The polie y to industrialise adopted by the Government in 1925 Vas 

direeted at absorbing these men into some form of amployment befitting 

their statue as Icivilized f man, 

The IntrOOuction of Indians into South Afriea 

Sugar producing areas in the early years of the last eentury 

were hit temporarUy by the abolition of slavery. Several attempts vere 

made to introduce alternative labour. In Mauritius, for instance, Indians 

under the control of Sirdas filled the gaps, but abuses led to an inquiry 

by the British Government in 1837. 26 Five years later the Indian Govern-

ment agreed to a system of Indien indentured emigration. tater regulations 

provided that migration should be voluntary, the recruiters should he 

26professor Burrows, Indian Lite in Natal (Study prepared for and 
published by South Afriean Institute of Race Relations), p. 1. 
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licensed, protectors of emigrants should be stationed in the old and 

in the new countries, and certain indenture conditions adhered to. 

Indian emigration on a large scale began to Mauritius, West 

Indies and British Guiana. A s:lJnilar movement to Natal began in 1860. At 

that time the number of Europeans in Natal 'Ws under 7,000. It is true 

that there was a large Zulu population but, though virile and trustworthy, 

Zulu workers were not amenable to routine of contract employment, nor were 

they emanable to disoplined wage labour. Although various devices were 

used to increase the supply of Zulu labour, among which were imposition 

of poll taxes, hut taxes and creation of labour pools, labour shortage 

persisted. This shortage retarded the development of the colony under 

white enterprise and capital. The first insistent demaDd for increase in 

labour supply came fl'om new sugar plantations which were being established 

along the Natal coast. There were differences of opinion between those 

who wanted a long term policy of immigration of permanent settlers and 

those who wanted relatively unskUled but dependable labour. Finally, 

the British Govermnent of .J..tldia assented to the entry of Indians into 

Natal on definite contracts, and agreed terme of indenture. The main 

provision of the initial contracts included iree transport !rom India, an 

agreement to york for 10 shillings a month for thrae years (later extemed 

to five years), and !ree food, acoommodation and medioal attention. The 

first group of Indians arrived in Natal in November, 1860, to work as 

agricultural labourers in the Natal sugar astates. 

'!he influx continued, althoughthere were not many immigrants 

in the short period of depression, following the American Civil War. 

In 1874, the stl'eam ot immigrants resumedits steady flow and during the 

1 
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next twelve years nearly 30,000 Indian workers entered Natal. Beginning 

in 1874 and for a period of twenty years, the Government of Natal contri-

buted up to flO,OOO a year towarde the cost of transporting Indian workers. 

Not aIl these labourers returned to India when their contracts expired. 

Given the choice between re-indenture, a free passage to India, or freedom 

and a small plot of land, they usually chose the last named. The promise 

of land, however, was seldom kept. Moreover, beginning in 1896, the 

payment of an annual licence of ~3 wes imposed as the price of remaining 

in the country as free Indians. The sugar fields, however, found it 

increaeingly difficult to retain workers who ~re attraeted by higher 

wages te ccal mining and other employment. Some Indians emigrated to the 

Transvaal. Continued immigration into Natal was, therefore, the only 

means of maintaining an adequate supply of indentured labour. Meanwhile, 

the number of Natal-born Indians wes increasing adding to a growing supply 

of free non-indentured labour. In 1904, they numbered 19,000 and consti-

tuted 22 per cent of the Indien population. Because of unpleasant 1 
developments which involved removal of vestiges of civil rights which 

Indians had, the Government of India stopped this flow in 1911. 

The Chinese and the Gold Industry 

In 1904 the gold mining industry experienced a similar shartage 

of labour. Since mines were not considered a permanent feature of South 

!frica, they were a treasure to be efficiently plundered. The permanent 

exmployment of poor whites, it was expected, would be in industry. Industry 

would also absorb any increase in the resident white population. Ab ove 

aIl, Milner who wes the representative of the victorious BritlahGovernment 

after the Anglo-Boer Vlar looked upon industry which the mines would spur 

as a potential employment field for those EngliSh emigrants whom he thought 
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would come to South Africa. The oonsequence of this kind of l'e~soning 

was the importation of 10,000 Chinese labourers in 1904 to reinforce 

the insufficient ranks of native labourers hom within South !frioa 

and the Portuguese territories. The Boers sulked but the industry 

pro~pered. Company revenue and public revenue alike expanded. The 

Chine se by 1907 had increased to 54,000. 27 Their presence was justified 

by profits of the industry. By forbidding further import licences in 

1906 and repatriating aIl Chinese mine labourers in 1910 the British 

Government spared South Africa a further oomplication of her already 

complex lire. 

The Evolution of the South African "Way of Lire" 

The politioal history of South !frica after 1910 was a graduaI 

movement away from ideas of racial oo-operation between whites and 

non-whites. The period wes opened in 1913 by passage of a lew making it 

illegal for Africans to possess land except within 13 per cent of South 

11\ 

Africa1s land mass.28 Most of this land was aIready heavily over-crowded 1 
and was under tribal chiefs who retained some remaants of the old system 

in a rap1dly changing scene. To make a bad situation worse--the land 

wes held comunally so that vith the rising Afrioan population economic 

units would be impossible to come by as aIl peoples here individually 

depended on what they could eke from the land. 

'Z7 De Kiewiet, op. cit., po 165. 

28.rhis refers to the Native Land Act of 1919. Prior to Union in 1910, 
it was legally possible for natives to purchase land in aIl of the provinces 
except the Orange Free State. In actual fact, poverty, and Bometimes pressure, 
prevented the native population from rel1eving the great shortage of land. 
The effects of the Act wes an enforcement of segregation between white and 
black settlement. cf. footnote l, po 205. 
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The constitution of the Union (1910) stated that the franchise 

rights of the Cape natives may not be changed bp.fore the end of ten years. 

It ws only in 1926 that the question ws raised. However, the removal 

of this right from the constitution came in 19.36 sub8eq~ntto the 

enfranchi~ement of white women.29 This, however, vas replaced by a 

system of indirect representation embodied in the Representation of Natives 

Act. Theeffect of·this Act is best expressed in the vords of G.W. De Kiewiet: 

Two Acts, the Natives Land and Trust Act, the Representation 
of Natives Act, passed in 19.36, vere the culmination of the policy 
of segregation. The first Act sought to make good the deficiency 
which had turned the Natives Land Act of 1913 into a weaponagainst 
native rural lire. Recognising that few forces had been more 
powerful in driving the natives to the towns than the overcrowded 
reserves and insufficient land, the Act established the South 
African Native Trust Fund, to be used for the purchase and development 
of agricultural and pastoral industry within the native areas. The 
act empowered the trust from time to time to acquire land within 
specially designated 'released 1 areas untU a maximum of 'li million 
morgen, approximately 15,300,000 acres ws reached. And so the 
dispossession.of native land which had been almost a rule of 
nineteenth-century poUcy vas reversed in the tventieth century. 
Exiled men vere to be returned to ancestral lands, or at least 
to some of them. Only the future could reveal wfl8ther~,the history 
of a cent ury could be chEmged by the will of a legislative body. 

It fo11owed that men who were to be physically segregated 
should be politically segregated too. Formerly men had blancbèd 
at the prospect of a concerted uprising of the blacks against aIl 
white men, now they contemplated a rising tide of black vote~D 
who might swamp them at the polIs. 30 

The history of South Africa has sinoe progressed to~ ards the 

crystallization of the above-mentioned pattern. In 1948, men who believed 

in the creed of segregation gaineà office and the oou.ntry has progressively 

moved towards greater intolerance betveen the races. 

The list of oppressive legislation passed sinoe Dr. Malan's 

assumption of office range from consolidation of Pass lava, BaDtu Education 

29De Kiewiet, op. cit •• pp. 238-239. 

39Ibid • 
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to the most notorious 'Sabotage Act r enacted in the ear1y sinies. The 

Suppression of Communism Act, enacted in 1950, virtua11y equates axv 

opposition to the Govermnent with communist subversion; a situation to be 

cured as one would vermine 

It ahould be noted that as ear1y as 1910 the Bantu were already 

changing their form of resistance. Isolated individuals were sending 

deputations to the British Govermnent bitter1y comp1aining about their 

lost land. A missionary-educated native by the name of P1aatjie headed 

a Native National Congress in 1913, protesting the 1913 Native Land Act. 

This movement began when the Bantu were recovering from the str1fe of 

the nineteenth century. By 1935 the All African Convention was formed 

to demand with a united front, the disappearing franchise rights. In the 

later years, it ws the African National Congress whioh emerged as the 

widely recognised voice of the African peoples. Leo Kuper aptly describes 

the process as follows: 

For many years, the main African political organisations followed 
a policy, or strategy of non-violence. Over the last decade in par­
ticular, they exper1mnted with a variety of militant non-violent 
techniquss--mass demonstrations, boycott, civU disobedience, and 
the withholding of labour, whare violence attended the campaigns, 
i t ws not by design; the typical :reaction of mass violence ws 
often provOked by the forceful intervention of police. 

The selection of specifie issues in these campaigns ws related 
to the need for mass appeal and their relevanoe to the ultimate 
goal of liberation. Pass Laws, Which restrict freedom·of movement, 
limit the right to aeek emplo,ment and impose a curfew, were an 
obvious target. They lay the foundation for white domination, and 
continuous police surveillance of African lire, they placed the 
stamp of office routine on midnight raids and mass arrests and 
pve legal sanction to rule by force. At the SaJIB time, the African 
masses perceive the Pass Law as a major caœe of théir,surferiJ1.g, 
and their support is generally assured in anti-pass campaigns. 31 

These organisations work amidst odds as many Africans struggle 

barely to keep alive. Added to this apathy is the overwhelming suparior 

31 Leo Kuper, An African Bourgeoisie (New Haven, 1965), Chapter 3. 

1 
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power of the state. This vas demonstrated in the final campaign of the 

Gongress of Alliance against the inauguration of the Republic. The 

oampaign ws advertised and organised in the oonventionsl manner, with 

fair varning and ample opportunity for anticipatory aotion. The Govern-

ment staged a massive display of' force, launched mass raids and aasumed 

and exercised nev pavers of arbitrary arrest. Many employers exerted 

pressure to ensure that their workera would not take part in the 

campaign. The issues may have been somewhat complex for many Afrioans; 

in any event, they lacked the resources to withstand pressure from 

employers. The display of state power corud not fail to impress, and 

there had been ~ such campaigns, perhaps disillusioning in their 

consequenoes. Whatever the explanations, the Gongress campaigns failed to 

master suffioient support for impressive display of strength. 

The 1960 campaign of the Pan A!rioanist Gongress introduced 

new elements. The mode of action vas conventionsl, indeed it ws a 

deliberate duplication of the 1952 oivil disobedienoe campaign by the 

Af'rioan Nationsl Gongress against the pass lavs. Africans presented them-

selves at the police stations and surrendered their passes, inviting 

imprisonment. "The police massacre at Sharpville and illegal police 

assaults on Af'ricans in the streets Rnd locations of Gape Town enhanced 

the political and moral signif'icance or the campaign. n32 They vere net 

planned by the Pan-Af'rioanist Gongress, however, anà are not new in 

South African history. 

32Ibid., p. 30. 
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.... Leo Kuper in comenting on the Pan Ai'ricanist campaigns 

The innovation lay in the grandiose conception and the 
urgency of the campaign. Liberation ws to be almost immediate-­
not "in our life-time" as older leaders proclaim.ed, but in 1963, 
and initiated by so massive a movement against the very basis 
of white domination that the system would orumble. Although the 
campaign itself \laS non-violent in the traditionsl manner, the 
Pan A!ricanist leaders did notaocept non-violence 88 a matter 
of principle, a commitment for the future. They projected an 
image of themselves as brave am resolute men, part of a great 
movement shaping the destiny of the African,;continent. They 
appealed frankly to Afrioan Nationalism and perhapa lesa frankly 
or more ambiguously to African Rac1àl1sm. 33 

This oampaign aohieved mass support in soma parts of the 

country. It reverberated in the world press. And momentarily, it 

threatened the South African Government. The climax, the march of 

30,000 Afrioans to a Cape Town police station in the vioinity of the 

Houses of Parliament would have been aven more threatening if the leaders 

had not come forward to assume responsibility. 

The overall results have been an intensification of security 

measures and wholesale arrests of leaders. It may be said, however, that 

the period following 1910 vas also a period of close inter-racial 

co-operation. Races were drawn together mainly by economic needs. Urbani-

sation increased both among Whites and non-whites. This will become 

increasingly clear as \le proceed to exami ne the structural changes in the 

economy since 1925 and the inoreasing employment of both whites and 

non-whites in the industrial sector of the economy. In the mining industry, 

the emplo.y.ment of non-w.bites make it particularly significant in its 

contribution towards breaking the tribal struoture of the Bantu peoples. 

It is the replacement of the se traditionsl values that have presented a 

great problem. MissioDaii88, however, have done much to ease this transition. 

! 
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The pool of industries compelled various tribes to converge in the 

urban centres and produced a new people, a new society, fervently 

seeking its place within the rapidly growing econo~. It is among 

these people that formative leaders of the Bantu are emerging. Their 

homes are not in tribal kraals, they would feel aB strange in such 

surroundings as most of their white compatriots. 

With this sketchy outline we sbould be able to understand 

the following chapter which will attempt to outline the structtn'al 

changes in South Africa's economw, since 1925, when the Government 

decided active1y to influence South Africa's economic deve1opment. 

1 



CHAPTER II 

THE STRUCTURAL TRANSFORMATION OF THE 

SOUTH AFRICAN mONOMY 

structural Changes 

In the yeer 1925 a fundamental change took place in the 

economic policy ot the South African Government. From 1910 to the late 

twentiel!! South !frica was pradominantly an agricultlU'al and a mining 

country. In 1917 secondary industry contributed 9.6 per cent to the 

Net National Income. Agriculture, forestry and fishing contributed 

21.6 per cent, whilst mining contributed 20.3 par cent. The remaining 

48.5 per cent was derived from the tertiary sector. In 1927-8, secondary 

industry contributed 12.2 per cent, agriculture, forestry and tishing 

18.2 per cent, mining contributed 18.6 per cent, whilst the tertiary 

sector w&s responsible for 50 per cent of the Net National Income. 

In 1959-60, however, secondary industry contributed 23 per cent to the 

Net National Income. The contribution of agriculture, forestry and 

fishing had dropped to 11 per cent whilst mining contributed only 
1 

14 par cent vith the tertiary sector responsible for 52 par cent. 

On the one hand, va see a relative materia1 decline since 

the nineteen twenties in the net products of pastoral groups and mining, 

and on the other band, a very, substantial increaae in the contribution 

of seoondary industry. The latter inoreased by approximate1y 138 per cent 

between 1917-18 and 1959-60. 

1A•J • Norva1, A uarter of a Centur of Industrial Pro eas in South Africa 
(Johannesburg: Juta ina,~QOiDp-i.iiti~; 19 ,.,. vii. 

35 
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The Government, whieh embraced industrialisation as a poliey, 

vas motivated both by a desire to solve the poor white problem which was 

a source of great concern, and to bring about a greater measure of 

differentiation in the econo~. 

One of the initial steps was the reconstitution of the Board 

of Trade and Industries in 1925. This Board was invested with extensive 

powars and with all-embraeing advisory duties particularly in regard to 

protection of manufaoturing industries. Trained economists vere appointed 

to the Board. Th~ reviewed and recast the customs tariff. whieh thereafter 

assumed a more protectionistic character. The Board played a signif'icant 

part in founding the Iron and Steel Industrial Corporation (ISCOR) which 

in turn has been so important for the economie development of South 

Africa sinee the early thirties. It was aIs a due to this Board, for 

example, that the sugar industry vas soon placed on a sound econamie baaia. 

It ean be postulated that a great deal of industrial development il 
whieh took place immediate1y after 1925 vas a direct result of the impetus 

given by protective measures applied in pursuance of the protective policy 

adopted that year. It vas not a1ways the protection granted as such, but 

rather the fact that the Government had pledged itself to encourage and 

assist the development of secondary industries. This assistance, it 

ws pledged, vould take the form of customs tariff protection, where 

necessary. It was this pledge Which acted as a main stimulant. 

The effects of the above-mentioned policy is ref1ected in 

what took place after 1925, both as regards the imposition of prote ct ive 

duties and the actual development of new and erlsting industries. Alt ho ugh 

the Board in its recommendations ta the Government pursued a policy of 
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moderate and discriminating protection, there vas an immediate upsurge 

in the development of manufacturing industry as will be seen in 

Table l~ 

The phenomenal rate at which the development of manufaoturing 

industries took place during the period 1924-5 to 1957-8, alter the 

introduction of a more protectionistic tariff policy, will be apparent 

tram Table 1. While the number of establishments increased by 143.23 per 

cent, the volume of output increased by no Iess than 2046.7 par cent, the 

total nUmber of emplo,yees increased by 440.1 per cent and the fixed 

capital by as much as 1778.04 par cent. The volume of output par estab-e 

lishment increased by 790.2 per cent, and per employee by 497.8 par oent, 

while fixed capital per establishment increased by 666.7 per cent, all 

of which point to a considerable material improvement. 

The establ~shments were larger, there vas mare capital invest-

ment per unit, trom which it can be concluded that. along with improved 

organisation and managment,-increased productivity on the part of 

labour has developed. While the total labour force increased by 

440.1 per cent, the number of European employees increased by 317.9 per cent, 

whereas the humber of non-whites increased by not less than 505.9 par cent, 

which when read in conjunction with the increase in the volume of output 

shows an increase in produotivity which oan be accounted for by technical 

progress, and as far as the non-whites are conoerned, by greater stability 

of the detribalized labour force. 2 

It will be noted that the greatest increase in the number of 

establishments took place between 1944-5 and 1948-9; whereas the greatest 

2 A.J. Norval, op. cit., p. 2. 
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percentage inorease in total oapital investment took place during 

1953-4 and 1954-5, when the inorease per establishment also reaohed 

its highest level. The percentage increase in total employment of labour 

reaohed its peak in 1948-9. This increase preoeded the rise in investment 

and the output per employee whioh took plaoe thereafter. This oonforma 

to the pattern in whioh oustoms tariff proteotion was applied at the 

end of the var in 1945, but more particularly af'ter 1948 when import 

oontrol was introduoed, ooupled with the Boardls insistence on proper 

costing being applied.3 

The outbreak of the Seoond World War brought a fondamental 

ohange in the outlook of South Afrioan industrialists. The oountry being 

faced with a new supply problem, beoame oonsoious of its latent industrial 

potential. There was an increase in the use of acientific methoda 

of produotion and management. Budgetary cost oontrols beoame common, 

aptitude teating and ineentive bonus payments to workera were used, and 

the testing. of products by the South Afrioan Bureau of standards became 

a general praotice. There was alao an improvement in the paoking of 

produota with the latest methoda. Industrial faira were sponsored for 

national diaphy of commodities. There was alIm a tying uPj on a group 

basia, ot industrialists.v:tth research programmes of the CounoU for 

Scientific and Industrial Researoh. The role of the latter will be 

explored in greater detaU later. There ~ .bove al1, oourses on 

industrial organisation and management otrered to managers and indus­

trialists, and the emp10yment of 1ndustrial and cost oonsultants inoreased 

3 Union of South Afrioas "Investigation into manufacturing industries," 
Board of Trade and Industries, Report 282 (Cape TOWDa Cape Times Ltd. Press, 
1945), paragraphs 426-438 inolusive. 
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during this periode It can, therefore, be said that this vas a 

period during which a dynamic foundation for reaching foreign markets 

ws being laid. 

The increase in the use of local raw material by secondary 

40. 

industries during the period starting trom 1924-5 to 1955-6 i6 contrast.ed 

with the changes in the use of imported inputs during the same periode 

This is refleoted in Table 2. 

It will be seen trom Table :i2 that in 1924-5 imported materia1s 

constitute 50.8 par cent of ail material used ând the rest Wllre South 

African. In 1955-6 the percentage of imported raw materials had 

deoreased ta 33.6 par cent and the local material increased to 66.4 per cent. 

The highest percentage use of local material was by food industries which 

in 1924-5 used .36.8 per cent. In 1955-6 this percentage had come down to 

24.3 par oent over the years. The metal and engineering group took 

only one per oent of the 49.2 per cent of the local materials used in 

1924-5, but in 1955-6 this group took no less than 13.9 per cent of the 

66.4 per cant of the local materials used during that year, which again 

points to the developJœnt in that· group of industries during the 

interva1. Muoh as percentages vary frœn industry to industry, they al1 

point to the direotion of a greater measure of self-suffioienoy in the 

supply of local raw materia1s to prooessing industries. 

A breakdown in gross output of secondary industries for the 

years 1924-5 to 1956-7 is shawn in Table 3 •. From the oost analysis given 

in Table 3, it will be seen that the tvo most important oost items are 

raw materials, salaries and wages. It 1s interesting to note that the 

paroantage that salaries and wages constitute has steadily declined whilst 
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36 19 - 306 0.5 184 323 
0.2 1,696 ' 1.0 2,670 0.8 5,896 0.9 7,046 1.0 7,193 1.0 
2.3 6,761 3·9 14,296 4.3 30,392 4.9 35,124 5.2 38,376 5.4 ; 
• 11 - lO 57 100 • 133 

- 1 

0t9 2,476 1.4 3,568 1.1 6,297 1.0 6,854 1.0 7,304 1.0 ! 

2.4 3,674 2.1 ·3,657 1.1 4,216 0.7 5,634 0.8 5,908 0.8 
2.3 5,887 304, 6,467 2.0 11,829 1.9 11,435 1.7 11,466 116 
3·7 5,322 3.0 20,370 6.1 33,424 5.3 34,770 5.1 39,413 50S 
0.1 ,682 0.4 877 0.3 4,116 0.7' 5,419 0,8 5,327 0.7 
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the percentage wbicb raw materials malœ out of gross output bas steadily 

increased over the years. This would seem to point to a better utilization 

of machinery and labour. The cost of fuel, light and power shows a sharp 

fall alter the forties and lately haa remained on a steady level of _ 

&round 2.6 to 2.7 per cent. No doubt, the lov cosk"at which electric 

power is generated and sold is largely responsiblè for the reduction in 

this cost item. It nevertheless remains insignificant in comparison 

with suah cost items as raw materials and salarieà and wages. The 

remaining expenses and profits have, as Table 3 shows, remaineQ on a 

fairly aven keel although 'during the past few years they bave somewhat 

declined. Which of the sub-items are responsible fOr this decline 

is not possible to determine without a deta~led analysis, which cannot be 

made !rom available statistical data. 

Table 4 gives a series of net output to indicate in value terme 

the growth of private industrie~ since 1924-5. 

Table 5 illustrates nine classes of industry who se importance 

lies in their dominant role as contributors to the Net National Income. 

From Table 5 it will be seen that the net output of the nine 

industries constituted no less than 88.0 per cent of the total net output 

of all the seventeen industries in the year 1957-8. or the nine classes, 

metal and engineering were by far the most 1mport~nt. Their share vas 

not less tban 24.2 par cent, which had increased !rom 17.2 par aent in 

The foundation on which the development tank place was the 

establishment of the uon and steel industry in the early thirties, and the 

favourable priee at which steel is at present being supplied in South Africa 

in comparison with other parts of the world • 
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T.lBLE 3 & 

j!ALTSIS OF aROSS OUTPUT or SOtml AFRIOAII IIIDUlIl'RIBS 

Privat. Seoter 

l2U:i l2.U:1 ~!W:1 ~ ,W.3.:! 

Groll ou~pu~ l' 000.. .. 69,976 116,267 193,605 341,165 609,748 1,140,949 
35,878 59,866 101,182 174,842 331,356 613,157 Ia~.rilll Ult4 l'ooo .. 

PerOlIl~ap ot grol' ou~put 5l.3 51;' 52.3 51.2 54.3 53.7 
Salari'l 1114 "". l'ooo 15,667 26,100 39,174 80,321 139,331 242,122 
PerOlI~ap ot groll output 22.4 22.4 20.2 2.305 22·9 21.2 
1~ Dtproo1aUoi .11 plut • 

equipaeat t'ooo .. .. 2,097 '3,116 4,623, 6,161 10,938 23,741 

Pùoelltap .t 11"1' eutput 3.0 2.7 2·4 1.8 1.8 2.1 
ru.l, lipt 1114 pt- t'ooo'b 3,029 3,762 5,718 8,312 12,734 30,305 
Peroelltap .t pt.. .u •• .. 4.3 3.2 3.0 2.4 2.1 2.6 

1IalaII0I (.tker UptU.I .' 
profita) t'ooo .. .. 13.305 23,423 42,908 71,529 115,389 231,624 

P.1'OW1I' .t pt •• mput 19.0 20.1 2202 21.0 18.9 20.3 

'aollHll I.ml, ,A.J., A W'I' .t a Os"" .t im-!trill Prem .. il 
a.utll qoa, JutaAOt., JoWIllbIIZI, 9 • 

'bIul ... illlbril1l utcl w ••• t. 1954-5. 

°Aotw "proo1aUoli t25,562,097 PlU' ~ .1 .1I"1'io1t7 sumt1111 .tIUOU 
tlO,502,535. . . 

'Aftilll bprooiaUol t27,693,475, plU ~ .11 .1I"1'i01-, .... l'IUIll .tlt10U 
1.12,230,633. . 

'Aotul itprooinioa '32,264,916 plU ~.I .l'"1'i01-, l'III1'IUIII .tiUoU 
tl4,614,336 plu ~ .t.l' iI4IIItl'J t573,853. . . 

titi .te te '~11 Dl 

'tete iaIutI7 .. t 1101 .... 

• lit 1Ya11ablt. 

,...-.... "t,.'-• .,,~_.-pr:_;"'".,.. ..... -' 

~ 

1,267,92~ 
749,661 

59.1 
265,012 . 

20.9 

28,347
0 36,064 

2.2 

33,953 
2.7 

mJ:it 

1,239,671 
736,655 

59·4 
250,414 

20.2 

27,870 

2.2 
32,795 

2.6 

224,732 
18.1 

lm;§. lli!::l illB. lli§:lg 
1 

1,344,669 1,413,461 l,503,314 1,386,652 
806,850 834,506 885,046 815,318 

60.0 59.0 58.9 58.8 

267,499 283,602 292,913 277,295 
19.9 20.1 1905 20.0 

38',257. 40,843 35,0594 39,924 47,453 
2.6 2.7 2.7 

36,666 37,641 
2.7 2.7 

235,261 • 257,096 
1705 18.2 

• 
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GROOH OF m Qlll'Ptrl'b 1924=5 to 1958=9C 

Private Sector 

~ Value in a,ooo 

1924-5 

19.34-5 

19.39-40 

1944-5 

1947-8 

195.3-4 

1954-5 

1955-6 

1956-7 

1957-8 

1958-9
c 

.31,069 

52,529 

86,705 

158,010 

265,657 

497,487 

518,758 

5.37,806 

578,9.30 

615,688 

571,167 

a Adapted from A.J. Norval, Industrial Progress in S. Africs, Table IV, 
cf. Table l. 

'b.rbe following activit1es are excluded vith affect trom )'eBr 1955-6t 
(~) manufacture mainly for consumption on the premises, i.e. ice cream 
made in -ëa:tee; (ii) grain mills and saw miUs by farDIers st thè1r 
own convenience and by retaU stores for customers; (iii) repair and 
service work carried out by commercial dealers, mines in their own 
workchops, cold storage Dot connected vith manufacture. For comparative 
purposes, therefore, the 1954-5 census data vas adjusted BO as also to 
exclude the above-mentioned activities. 

~otor Industry not included. 
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TABLE ~a "i 

; 
I! 

N'Er OUTPUT OF BACH OUBS AS A PmOlmAGE OF TœAL NEI! OUTm .( 

.. i 
·1 

Private Seator ,1 

1 

1924:25 1934-'5 193HQ 1944:45 1918-49 1953=54 1951=55 1951=5~ 1955-56 1956-57 litT-58 l 
" 

:1 , 
.' 
., 
., 

Metale, enginee- '~l 
0. 

riDg, eta. 17.2 18.1 20.8 23.' 21.8 25.5 25.4 23.4 23.4 24.1 24.2 

Food, dr:l.nk:, etc. 25.8 21.6 19.5 18.6 15.5 14.3 13.5 13.S 14.2 14.0 14.6 
:\ 
.. 
\ ., 

01othillg, tex- ., 
'-i 

tUes, etat 5.0 8.0 7.6 10.6 11.0 10.7 10.2 10.5 10.1 10.1 9.5 '.~ 
.' 

Vebia1es, e'ta. 3.4 5.6 5.2 '.2 6.5 6., 6.8 7.0 , 7.0 '7.8 8.3 
. ~~ 
, ·I~ 

r~ Building arid 
~ i~ 

:.'1 contraoting 10.2 8.5 7.5 5.' 9.2 8.2 8.1 8.4 8.6 7.8 8.1 
,.: 

Ohem1oalB 7.6 7.1 7.9 8.1 7.0 7.0 6.8 7.1 6.9 7.8 7.7 "! 

;~ 
Boob, printing, :!-

etc. 9.0 7.7 6.5 5.6 6.7 5.8 5.9 6.1 6.6 6.8 6.5 ',' 
l ,I~ 

\ 
stone, claJ, etc. 5.6 6.' 5.' 4.7 5.1 5.5 5.4 5.6 5.7 5.' 5.2 
Beat, light 

and power 4.2 6.0 7.5 5.7 '.4 '.1 4.4 4.~ 4.2 3.9 4.0 

Total for th8Sl 
S a1aSSI8 81.9 89.0 88.0 85.0 86'2 86.5 86'7 86.3 86.9 87.6 88.0 

, " 

, .) 

rd8 in South Airiaa 

1 Se. no.te Tab11 IV. ( 

:; 

t; 
1',' 

'i,' 

'.' • ",\i, 
: 

i.; 
. ,., .. ,: .. " "~""'.'-'-"~-'-' ._-"--_ ....• ' .~ . 
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The second most important chss in 1957-58 ws food and drinks, 

whose share was 14.6 per cent, which declined from 025.8 per cent in 

1924-6 despite the phenomenal development in ~~:r:ing'iiid:uBt1"1'.:oduring 

and after the Second 'World Var. Clothing ~nd textiles come third, 

from the seventh position in 1924-5, followed by vehioles which were 

at the bot tom of the list of nine in 1924-5. 

Table 6 shows regional distribution of industries by their 

parcentage contribution to ;ross output of the Republic 's total. From 

Table 6 it will be seen that the greatest 'concentration of industries 

is found in the Southern Transvaal, which wss responsible for no lese 

than 49 per cent of the total groee output of the country in 1954-5, and 

for employment of 44.7 per cent of the total number of emplo.yeee in 

the private eecter of industries in the country in the same year, 

as campared with 15.2 per cent of groes output and 14.0 per cent employees 

in the Cape Western area, il.7 par cent and 10.5 par cent respactively in 

the Durban-Pinetown camplex, 7.3 par cent and 5.8 par cent respectively 

in Port Elizabeth and 16.8 per cent and 23.4 per cent in the rest of 

South Arr ica. 

The foregoing tables, bearing on development of individual 

industries, demonstrate the progress of the economy. To broaden this 

picture, it will be neceesary to discuss the development of particular 

industrie,s and the role of the govermnent in initiating them. 

Development of particular Industries 

(a) Iron and Steel Industry: 

A weIl developed iron and ste~l industry ie generally coneidered 

ae baaic to the industrialisation of an economy. 'This happens to be very 

, l' 
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TABLE 6 

BmIONAL DISTRIBUTION OF~ INDUSTRIES 

Brivate Sector 

Area 1924-5 1934-5 1939-40 1944-5 

Cape Western Area: 

1) % of Republic's 
Gross output 21 16.7 16.5 16.9 

2) % employment of 
Union total work:Lng 
fo:r;ce 18.3 16.2 16.6 16.2 

Port laizabeth and 
Uitenhage: 

1) % of Republic's 
Gross output 4'.9 

2) % employment of Union 
7.6 8.6 5.0 

total working force 5.2 5.1 4.8 4.2 

D1rban and Pinetown: 

1) % of Republic' s 
Gross output 12.5 1l.7 12.3 13.5 

2) % employment of Union 
total working force Il.8 10.3 10.8 1l.6 

Southern Transvaal: 

1) % of Republio's 
Gross output 34.9 42.6 42.6 44.5 

2) % employment of Union 
total working force 34.0 44.9 44.6 45.5 

Rest of South Africa: 

1) % of Republi.c' s 
Gross output 26.7 21.1 20.0 20.1 

2) % employment of UniOJl 
total working force 3007 2305 23.2 2205 

47. 

1948-9 1953-4 1954-5 

17.2 14.6 14.8 

16.2 14.0 14.0 

8~4 7'.8 8.2 

5.9 5.7 5.8 

13.4 13.0 13.4 

10.8 10.7 10.5 

42.4 44.1 44.1 

44.8 45.7 44.7 

18.5 20.5 19.5 

22.2 24.6 23.4 

Souroe: Bureau of' Censua and Stat1stic8 as adapted from A.J. Norval, 
Indus:tri.al., ~l)1"eee ~f S. Africa (Johannesburg: Juta &: Com~ 
Il~1S ,Itil" p .. J io. ) 

Note: Comparable data after 1954-5 not read1l.y available. 
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true in the South African case. Since the early eighties of the last 

cent ury, various experiments were made to produce steel in South Arrica, 

but apart from useful experience and knowledge gained, these were not very 

successful. The first to produce steel on a commercial basis was the Union 

Steel Corporation (S.A.) Ltd., at present known as USCO, from a lO-ton 

open hearth furnace in 1913.4 

After the First World War the country became very conscious 

of the need for developing a sound iron and èteel industry. Thus in 

1922, the Iron and Steel Industry Encouragement Act was passed by the 

Government, making provision for the payment out of Consolidated Revenue 

Fund or bounties in respect of pig iron and steel produced in South 

!frica from ores mined locally. These bounties vere paid only if the 

plant was capable of producing at least fifty-thousand tons. of pig iron 

or steel per annum. No producer qualified for bounties until after 1928. 

Between 1928 and 1933 an amount of Just under fifty-thousand pounds was 

paid ta New Castle Steel Works, a branch of USCO. These works were closed 

dovm in 1933 and the 'Bounties Act t then lapsed after various extensions. 

(b) South African Iron and Steel Industrial Corporation Ltd.a 

In 1927 a Bill was introduced in the South African Pe.rliament 

to promote the development of iron and allied industries within the 

Union. This Bill became !aw in 1928. ·The object of the Government was 

to create a mixed or semi-state industry in which broad control would be 

accompanied by the widest possible public participation. The normal 

operations of the corporation were 18ft in the hands of the board of 

4rsCORI "Steel in South !frica 1928-1953" (published on the occasion 
of the Silver Jubilee of ISCOR) cited by A.J •. Norval, A Quarter centm 
of Industrial Progress in South Arrica (~~è8burg:alJl1ita & CoIilPit.'Dt., 62), 
p.' 13. 

, 
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directors, who would assume full responsibility for the affairs of the 

corporation. 

The Act provided for an initial capital of E3,500,OOO consisting 

of f500,OOO Govermnent held lA f shares and ~3,OOO,OOO lB' shares to be 

offered for public subscription. The participation or the public vas 

most disappointing and the Government vas bound to take up the bulk of 

shares in addition to the lAI shares. 

The work of site clearing began in 1930 and early in 1934 

the blast furnace vas blown in and soon after the first steel vas 

tapped from an open hearth furnace. This marked the beginning of an 

unpredictable era in the economic development of South AfricaG 

ISCOR, as this undertaking is known, had initial problems, 

and wes at the out set faced with competition from Western Europe, in 

particular, by way· of dumping through a steel cartel. To counter this 

disruptive competition, a provision vas made in Customs am Excise 

Ameooment Act of 1936 for special duties on iron and steel products. 

The Act empowered the Minister, after a report by the Board of Trade 

and Industries, to determine a priee on board ship at any port of 

discharge in the Union of any iron or steel products of a class or kind 

manufaetured in the Union and, if found to be in the public interest, 

to levy a special dut~ if such iron or steel products were imported at a 

c.i.f. priee whieh vas less than the priee determined by him, provided 

this priee did not exoeed the fair average priee on vorld markets, plus 

normal incidence and freight charges, up to the point of discharge. This 

vas known as the C.l.F. Scheme. 
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!SCORts competitive position vis-a-vis the outside world changed 

rapidly with the outbreak of the Second World War in 1939. From then on 

under capable arld energetic management it went from strength to strength. 

By 1937, the produotive oapacity of 180,000 tons originally envisaged 

had to be increased through expansion which increased the output from 

two blast furnaces to over 330,000 tons per annum.; With the urgent 

demand created through the war and the demand for special stee~plans 

vere made to establish a second fully integrated steel works at Vanderbyl-

park, some 75 miles from Pretoria. These plans, apart from a plate mill, 

did not come to fruit ion until the end of 1950. Meanwhile production in 

Pretoria had risen-to well over 600,000 tons per annum. Within the next 

two years the output of the tvo works at Pretoria and at Vanderbylpark for 

the first time exceeded the million tcn mark. Since production has been 

stepped up further in 1960, it exceeded 1,700,000 tons per year. In the 

meantime, the lSCOR Board had decided to embark on a great expansion and 

modernisation scheme directed at inoreasing oapacity to some 2,350,000 tons 

par year. 

Through the management of the corporation keeping in close 

touch with developments thattook place in the iron and steel industries 

of the leading industrial countries, the respective plants erècted at 

Pretoria and Venderbylpark are representatlve of an embodiment of soma 

of the most progressive techniques in the varld. At the se, the vast bulk 

of large range iron and steel produots, to meet the requirements of the 

country, are produced. 

5ISCOR, Annual Report 1960, as cited by A.J. Norval, .-o"",,P-. ...... c .. i ... t., p. 14. 
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It is noteworthy that ISCOR controls known reserves of over 

80 million tons of high-grade ore and of much larger quantity of lower 

grade ore at a distance of 155 miles by rail, coming from a known source 

of over 400 mil:-lion tons of ore vith more than 60 Fe. so:ne 480 miles 

6 
away by rail. Thus it has a sizeab1e control over its raw materials. 

ISCOR is associated with a number of companies in closely 

allied fields. It has the controlling interest in the Union Steel 

Corporation (S.A.) Ltd., the oldest and the next largest steel producing 

concern in the country. Along with a number of special steels this concern 

a1so produces copper rod, wire and strip and a1so aluminium products from 

imported aluminium ingots. It in turn has subsidiaries as South African 

Bolts and Nuts, and the African Disc Company, both manufacturing companies 

of respective steel products. 

18COR is also associated vith and controls the Vanderbyl 

Engineering Corporation (VU:OR). This corporation undertakes the manufacture 

and installation of such heavy industrial equipment as vinding gear for 

mines, cement plants, crushing and grinding plants, condensing plants, 

paper and p~p mill equipment, boiler plant equipment, iron and steel 

industrial equipments, cranes and similar structures. VlOOOR also under-

takes the installation and commissionlng of complete projects. 

lSCOR is further associated with African Metal Corporation which 

produces pig-iron, ferro-manganese and some ferro-chrome. It is the 

leading producer of ferro-alloys and concluded a very substantial long 

term contract vith Japan at the close of the firties. 7 

6 
lB,M., p. 17. 

7 
~. 
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It can be safely concluded that'this industry (ISCOR) is of 

basic importance to South Arrica. There is hardly a sector in the 

countryls econo~ vhich ISCORts activities do not permeate to a greater 

or lesser extent, having regard to the significance of steel and steel 

products as basic to a developing econo~ such as that of South !frica, 

with its extensive agricultural, mining and manufacturing activities. 

Fortunately, the management of ISCOR has always been conscious of the 

Corporationls historic background and its creation as astate enterprise 

run on ordinary business principles. It has alvays been the policy of 

the corporation to supply the country with its iron and steel requirements 

at prices compatible with sound business. 

(c) Engineering and Metal Industries: 

South African engineering and metal industries are based 

on the strength of the iron and steel industries. Up to the time that ISCœ 

came on the market vith a supply of steel in the thirties, the engineering 

industry in South Africa vas little more than a jobbing and maintenance indus-

try with litt le local manufacture. From then on asteady transportation 

began. It is A.J. Norvalls contention that the local iron and steel 

industry became s' decisive factor by providing the engineering industries 

with a vide range of basic raw materials, which once 150eR vas. firmly 

established, became considerably cheaper than imported materials. The 

growtb of this industry can best be expressed in bis vordsi 

Reviewing the twenty-five years of developmeIIt. in metal 
industries from 1934 to 1959, five periods of about five years 
each can be distinguished. In the period beginning in 1934 vhen 
ISOOR started production up to the outbreak of war in 1939 the 
engineering and metal industries expanded rapidly, the numher 
of establishments rising by a third from 750 to more than 1,000, 
employment nearly doubling to more than 40,000 and output more 

Il' 
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than doubling. In the war years from 1939 to 1945 the number 
of establishments increased by only about 150, but employment 
again nearly doubled, reaching 76,000 and output--taking into 
account a 50 per cent inorease in the priee level rose by 
about 60 per cent. The second half of the forties witnessed 
an explosive increase in the number of establishments by many 
hundreds or about 80 per cent in 5 years. At the same time, 
employment grew from 76,000 to 111,000 and the physical 
volume ~f output rose by about two thirds.8 

. , 

The outbreak of the Korean War gave this industry a further 

impetus. According to Norval, between 1950-55 employment increased by 

30 per cent whilst output measured in physical quantities increased 

by not less than two-thirds. There are however indications that for the 

latter part of the decade increàse was steadier, vith employment 

increasing at 15 per cent, whilst output ws higher by about a quarter.9 

(d) The Ch_cal 100 ustry: 10 

Like the iron and steel industry the chemical industry had its 

earlybeginnings in the days of the Transvaal Republic. This industry, 

hovever, struck root earlier. The discovery of diamonds and gold in 

the seventies and eighties, respectively, of the last century led to 

the need for explosives. These were first met by vay of imports but due 

to unfavourable conditions accompanying their importation, it vas decided 

that the y be produced looally. The first factory to produce explo~ives 

vas built at Modderfrontein in the Transvaal, by a company called 

De Zuid-Afrikaansche Fabrieken voor Ontplofbare Stoffen in the early 

nineties and commenced to produoe explosives in 1895. This factory Was 

taken over by the British South African Explosives Company Ltd. in 1902 

under whose control it remained until 1918. 

8 Ibid., p. 18. 

9 
~., p. 22 

lOIbid., p. 28. 
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To combat the monopoly enjoyed by the Modderfontein factory, 

De Beers Consolidated Mines Limited established afactory in the Cape 

at Somerset Westunder'the name Cape Explosive Works Ltd. This factory 

cammenced production in 1903. .This was folloWed by a third explosives 

factory established by Kynoch Limited of Birmingham, England, at 

Umbogintwini in Natal in 1908. 

Nobel Industries Limited of London, through Explosives Trades 

Limited, formed in 1918, acquired control of the British South African 

Explosives and Kynoch Companies. In 1920 the manufacture of explosives 

at Umbogintwini ws suspended and transferred to Modderfontein. In 1924, 

as a result of an agreement between Nobel Industries Limited and De Beers 

Consolidated Mines, a new company, African Explosives and Industries, ws 

formed to purchase the Modderfontein and Umbogintwini factories and to 

share the capital of Cape Explosives Works. In 1944 the name of the 

company ws changed to African Explosives and Chemical Industries, Limited. :t 
Today the equity of this concern consists of E25,000,000 authorized and 

issued share of capital, maàe up of E22,000,000 ordinary shares of ~ 

each and 3,000,000 5i% cumulative preference shares of ~·each. The se 

are held jointly by Imperial èhemical Industries, Limited and De Beers 

Industrial Corporation, Limited. 

The activities of African Explosives and Chemical Industries, 

Limited which were originally designed to meet the explosives needs of the 

diamond and gold mining industries, in course of time developed to cater 

for the needs of coal and metalliferous mtning in general and also for 

the fertilizer.req~irements of the country. In its price policy it kept 

the interests of consumer users in the foreground. In the case of 

explosives, long term contracts are entered into with members of the 
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Chamber of Mines and other large users for the supply of explosives at 

fixed margins. The prices at which this is done are supposed to be 

the lowest in the world. In the supply of fertilizers to farmers its 

aim has been to encourage the use of fertilizers to the maximum by 

55. 

price reduction. This is forcibly demonstrated by the drop in prices 

between 1925 and 1935 When the price per short ton Super-Pb~~phate fell 

from t5. 5. Ode to t3. 

With the large scale development of secondary industry in 

South Africa, the activities of African Explosives and Chemical Industries, 

Limited, w'hile still mainly directed to the service of mining and 

agriculture have been fashioned to cater also for the needs of that section 

of secondary industry Which falls naturally within the sphere of the 

manufacture of industrial chemicals. This is demonstrated by the research 

wprk undertaken by this concern in a research department, in 'Which over 

2000 research workers are engaged and in lob ich about f:4QQ,ooO is spent 

annually on research into such fields as explosives,fertilizers and 

their application, agriculture and pest control industrial chemicals, 

both inorganic and organic, chemical engineering and an&lytical researches 

generally. 

The wide range and extent of the products manufactured by 

African Explosives and Chemics! Industries, Limited, include explosive.s 

and explosive accessories approximating f15,OOO,OOO ·per annum in which 

practically the total requirements of the country are met and a 

substantial percentage exported; acid--sulphuric, hydrochloric and citric, 

ammonia products, cyanide, chlorine and a~lied products, polyvinyl chloride, 

fertilizers, in regard to Which the oampanyis the oldest and largest 
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single producer. Until quite recently, it produced 75% of the countryfs 

requirements. It also produces plant production products, leather-cloth 

and allied products. The total value of output of these respective 

products amounts to E30 million par annum. 

Through Imperial Chemical Industries of the United Kingdom a 

major shareholder in African Explosives and Chemical Industries, Limited, 

the latter is linked to one of the largest chemical concerns in the 

world. Through its association vith the research conducted by this vast 

organisation, African Explosives and Chemical Industries, Limiteq,· is 

kept in the fore-front of the latest developments in the whole of the 

chemical field. South !frica, like other 8mell countries such as Sweden, 

has found this to be of lasting benefit since research expenditures are 

so higb. Were it not for this lirik vith the Imperial Chemical Industries, 

va might very well wonder as to the degree of suc cess that would have 

accampanied the research effort of ~frican Explosives and ~hemical 

Industries. 

The above-mentioned industries should illustrate the degree to 

which the Government of South Africa actively influenced the growth of the 

South African economy. The list of industries fa11ing into this category 
11 

May be prolonged. Though their development May be of interest, the most 

significant aspect of these industries is that they emerged out of a ~elt 

need whenever private capital vas not forthcoming, the government 

initiated these industries with the hope that as the economy- gravs, the 

corporations will fall loto private bande. A few of these May be briefly 

11 Norval provides a fairly detailed account of all the-major semi-ptiblic 
corporations. His study should provide a useful guide to anyone interested 
in the evolution of these corporations whosè effect on the economy should 
not be under-estimated. 

1 
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considered as follows: 

(i) . The Industrial Development Corporation (I.D.C.) which was 

established by. the government in 1940 to assist in the promotion 
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and development of secondary industry on an economic basis through 

the provision of capital. This provision of capital was to be by 

means of loans, preference cr ordinary shares. The I.D.C. enter-

tains applications from both large and small concerna, and 

welcomes, in particular,propositions for finance Vhich are repayable 

within reasonable periods. Notable among its larger investments 

are South African Coal, Oil and Gas Corporation, Phosphate 

Development Corporation, Fine Wool Products of South !frica Limited, 

Good Hope Textiles Limited, South African Industrial Cellulose 

Corpcration and PhUlips Carbon Black. The corpcration ls also active 

in the financial field, especially in the provision of medium-ter-m 

credit for the financing of capital goods exports ~md, through its 

associate company, Industrial Finance Corpcration, funds are freely 
13 

available for large-scale projects. 

14 
(ii) South African Coal, 011 and Gas Corporation (SASOL) is financed 

by the Government through the IoD.C. It ws formed by the Government 

in 1950 and by 1954 it came into operatlÔ~4 Production is based 

on nearby deposits of coal estimated at 600 million tons. In 1964 

Sasol had 5,000 employees and ws supplying about 8 par cent of the 

12 
Union Acceptances Ltd., Scopa for Investment in South !frica 

(JohannesburgJ The Stock Exchange, April, 1964), p. 31. 

l3Ibid• 

14 . 
lBM., p. 11. 
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country's motor spirit requirements.15 

(iii) Phosphate Development Corporation (FOSKOR), like Sasol, is 

financed by the I.D.C. It vas formed as a result of wartime diffi-
16 

culties in the importation of essential rock phosphat~s. 

(iv)Klipfontein Organic Products was also establisbed as a result 

of wartime requirements and was continued as a government enterprise 

to provide basic insecticides and other chemicals used by 

private manufacturers. In addition, it vas expected to undertake 

research into pest, fungus and weed control. 

The detailed description given of the development which has 

taken place in certain specifie industries reflects, we may speculate, 

how such industries have grown in stature over the years, and how they 

have accordingly àdjusted themselves to the dictates of a changing econamy. 

Industrial Research 

The picture of South African growth is incomplete without the 

mention of technical aid given to industry by the Government. In this 

respect, outstanding ::1bst1tutions are the Counail for Scientific and 

I~dustrial Research, the South African .Bureau of Standards and the 

Government Metallurgical Laboratories together with the Fuel Research 

Institute. Of these, the most important are the C ounc il for Scientific 

and Industrial Research and the South African Bureau of Standards. 

l5The process employed by Sasol in the production of oU trom coal 
consists of the gasification of coal. This is done to obtain gas which is 
of uniform composition and purity. Thereupon, the gas, with the aid of a 
catalyst, is converted into petrol and other products. 

16This corporation specialises in the production of phosphate fertilizers. 
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(a) COUDCU for Scientific and Industrial Research: 

This organisation was formed in terms of an Act of Parliament 

passed in 1945. The South African Government felt that protection of 

industries against foreign competition tbrough the application of 

customs tariffs and subsidies were no longer suificient. A much wider 

and more fundamental approach on a technical level was needed. This 

vould require research carried out on a national scale in the interest 

of the eeonomyas a whole, the results of which would be made ava1lable 

to industry and other sectors of the economy. 

The Couneil maintains laboratories concerned with research 

in the chemical, physical and meehanical engineering, telecommunications, 

building construction, nutrition, rosd building, water utilization and 

personnel management fields. Scientific liaison offices are maintained 

in Washington, London and Cologne. 

The Council grants financia1 suppo;rt to five industrial research 

institutes which have been establiShed by private interests, namely, the 

Fishing Industries, Leather Industries, Paint Industries, Sugar Milling 

and Wool Textile Research Institutes.17 Research grants are also made to 

South African universities. 

(b) The South A.frican Bureau of Standards 1 

The Bureau of Standards vas also establisbed in 1945 by an 

Act of Parliament. Initially it vas an independent institution, but in 

1956, it vas 1inked to the Council for Scientific and Industria1 Researoh. 

The reason for 1inking the tvo vas that their functions vere considered 

c10se1y a1igned. It vas later, however, decided that the link should be 

one of collaboration between tvo independent units. 

17M• du Preez, Industria1 Profile of South Afiica (Johannesburg: Da Gama 
Publications Ltd., 1963), p. 204. 



The services of the Bureau of Standards inolude the drawing 

up of product specifications and code of practice, and the provision of 

routine product testing facilities in its laboratories.18 
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The grovth of the Bureau has been fairly rapide Shortly after 

it was establiShed (1945), a starf of nine operated in only two 

laboratories. By 1962, it had 37 laboratoriea equipped vith fl,500,000 

worth of teating apparatus, and was starfed by more than 500 technicians 

and scientists.19 

The significance of these public oorporations (exoluding 

Government Administration, Railways and other Public utilities) becomes 

clearer if va bear in mind that in 1957 they hltd 47,000 employeea who 

claimed E23 million out of E203 million of total annual government 

expense on wages and salaries.20 Of the 47,000 employed, 22,50~vere 

white. 

It cannot be overstressed that the entry into the export market 

will make increasing demanda for the application of up--to--date techniques 

in the manufacturing sector in particular and the eeonolll1 in general. 

The foundation of this kind of technical progress 5eems firmly eatabliaherl. 

It is vith this picture of the econolll1 that ve may proceed to examine 

some of the problems inherent in the South African econ~. 

lSIbid. 

19Ib o d ....1:...., p. 200 • 

2OEllison Khan, "Public corporations in South !frica,· South Afriean 
Journal of Eoonomies, XXVII (December, 1959), 4, p. 280. 

Il',, 
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CHAPœ III 

A caTI'ICAL APPRAISAL OF THE ECONOMY 

"The legend that South !frica is a rich country possesses 

remarkable powers of survival.-l It is true that South !frica possesses 

. exceptionally rich mineral deposits. Tt is also true that industr1al 

development has proceeded with great rapidity within the laet twenty-

five years. Yet reduced to the average standard of living of its . 

people, no legend is less true. In 1961, the Gross National Product 

per capita in United states dollars was estimated at 427 as compared 

to 2,'790 in the United States, 2048 in Canada, 1,.475 in Australia and 
2 

1,470 in New Zealando 

Comparative statistics stated above and the widespread poverty 

among native peoples of South !frica lead Franklin to the conclusion 

that ~a) South !frica does not produce enough wealth, (b) the wealth 

produced is unevenly distributed, and Cc) that South Atrica's productivity 

is further inhibited by the mal~nourishment of its native population, 

which constitutes a large proportion of its working force. 3 

The inequitable distribution of income between whites and non-

whites has its roots in the history of the country as already indicated 

earlier. It may be of interest, however, to observe that during the 

Second World War, real wages of both Africans and Whites increased 

considerab1y. L. Katzen estimates these increments at 55% and 67 per cent 

lN.N. Franklin, Eç,gnomics in South Afriça (London: OXCord univer~ity 
Press, 1954), p. 1. 

~.N. Rosenstein-Rodan, "International Aid for underdeveloped countries," 
Review of Economie Statistics, XLIII (1961), pp. 107-138. 

3Fra~in, op. cit., p. 1. 
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for Africans and Whites respectively for the period beginning in 1939 

to the end of the war. It is his contention, however, th~t sinee the 

war, real wages of Africans have barely risen while those of white 

workers have increased by 40 per cent. The effect of this has been a 

further widening of the existing gap between ski1led and unski1led 

wage rates.4 

The str-ucture of labour would seem to harbour a great deal 

of South !frica's economic il1s; indeed,here, economic prob1ems 

become inextricably confused with racial prejudices. In order to high-

1ight the nature of the prob1em it will be advantageous to examine 

problems as found in each sector in turn and briefly review the proposed 

solution of the Government in an attempt to overcome these difficulties. 

The Primary Sector 

This comprises.both agriculture and mining. It was the very 

62. 

foundation upon which the South African economy began. From the historieal fi 
sketch already given in the first chapter, it would appear that this 

seetor has to a large extent determined the race relations now found 

to permeate the entire industrial complex of South Af'rica. 

Mininga 

In 1947/7 mining contributed 11.6 per cent te the Gross National 

Product. In 1956/7 the contribution had risen to 12.7 and 1962/3 it was 1_ 

( "r·~·"-5 ./ Lt, 
13.1 per cent. !<"'V -

~. Katzen, "The case for minimum wa~e leg1s1ation in South !frica,. 
South African Journal of Economics, XXIX (September, 1961), pp. 195-6. 

5south !frica Bureau of Statistics, quoted by Union Acceptances Ltd., 
Soope for Investment in South !frica (Johannesburg. Stock Exchange, Hol1ard 
Street, April 1964), p. 10. 
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South Africa is fortunate in possessing vast resources of 

commercially exploitable mineraI deposits. Apart !rom gold, uranium and 

diamonds, more than sixt Y other base metals are mined, both for internaI 

consumption by the Iron and steel and other industries and for exporte 

Since gold mining occupies a dominant position in this sector 

and because of its leading role as a cost determining factor for the 

entire mining industry, the composition of its productive s,tructure may 

very weIl represent to a large extent the rest of the mining sector; and 

the problems peculiar to it may be found perhaps in greater intensity 

in allied industries. It is for this reason that the writer feels justified 

in high1ighting the nature of the problems encountered in this industry 

as representative, perhaps, of the industrial structure of the country. 

c.w. De Kiewiet maintains thata 

or the expenses involved in the extraction of gold the 
greatest single item in most years was for wages and salaries. 
In 1930 the value of gold won on the Witwatersrand Mines was 
E45,500,000, while the amount spent in wages and salaries was 
i:l5,726,173, exceeding the total of dividend and tax payments. 
In 1936 the amount expended in wages and salaries was f25,704,865. 
Where such large amounts were spent on labour it followed that 
the industry should seek to make most economical use of its 
labour force. The ability of the mining industry to draw upon 
the cheap labour of the native population was unquestionably 
the greatest single source of econo~. How greatly the entire 
extractive industry, including the mining of coal and base 
mataIs, avaUed itself of cheap native labour was c1early evident 
in the fact that in the three widely separated years of 1915, 1925 
and 1935 the percentage of European labour was 10.3, 10.7 and 10.76. 
In 1936 there were 394,323 non-European 1abourers in the entire 
mining industry out of a total of 441,413. The cheapness of native 
labour was most clearly revea1ed in comparative figures of European 
and Native earnings. In 1936 the salaries and wages of 47,090 
Europeans in aIl mining industries of the Union amounted to 
i:16,694,821 or an average of E345. 9s. 2d. per head, whi1e the 
earnings of 394,323 non-Europeans were f12,483,258 or an average 
of E31. 13s. 2d. per head. 

f: 



1 This meant that the average European wage in mining was 
nearly twelve times as great as the average Native wage. Trans­
lated into the language of every day' lire these figures ahowed 
that mining depended upon a sman group of highly paid White 
workers and a preponderant group of lowly paid Native labourera. 
In South !frica the organisation of mining labour rested upon 
two sharply separated levels of skill and reward, and the 
separation between the levels was marked and confirmed by the 
differences of race and colour. 6 

The situation has not changed fUndamentally as the practice 

outlined above is enshrined in several statutes of Parliament as will be 

shown later. There are, however, experiments with concentrated mining 

which have resulted in increased output, making incrementa in wages a 

7 feasible proposition. Yet apart from low wage policy what is more 

unsettling ia the nature of labour used in this iDduatry, namely, 

migrant labour. 

Professer D.H. Houghton made a study of some aspects of migrant 

labour which seem to underline the nature of the problem and its effeots 

on productivity. He malntains that though migration of workers has 

occurred in many countries it was largely a sign that there existed some 

real or imagined difference between economic opportunities in different 

regions. He maintains that it is a sign of imbalance in the rate of 

economic development. Workers tend to move to areas where their labour 

can fetch a higher pr ice. The cause of higher marginal revenue proouo-

tivity of labour in certain areas may be the presence there of natural 

resources or of greater application of capital or more advance entre-

preneurs~ip or may be a combination of aIl three of these. This movement 

6 . 
C.W. De Kiewiet, A History of South Af'rica, Social and Economic, 

8th edition (Londont OXford University Press, 1950). 

7Royden Harrison, "Implications of Concentrated Mining," Optima, 
Vol. 13 (Johannesburg: Anglo-American Corporation of South Africa Ltd., 
December, 1963), p. 146. 
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tends to bring about a more efficient distribution of labour, and 

movement is likely to continue until the original imbalance has been 

rectitied and an optimum combination of factors of production achieved. 

Although initially it may be only the younger and more enterprising 

who migrate, they settle in the new area and make their homes there, 

and thus a permanent shitt of population occurs. So it was in the 

Industrial Revolution in Britain, and other countries have experienoed 

a similar flow to toWllS as they in turn have industrialized. 

The process of adjustment need not necessarilybe brought 

about solely by the movement of workers, for a reverse movement of capital 

could achieve the same result. However. this occurs, the movement 

generally tends to bring about a balance or a state of equilibrium which 

removes tendency to further migration. 

What is known as migratory labour in South !frica, however, 

represents a very different phenomenon. It indicates a movement of workers 

from areas of low productivity to where the employment opportunities 

appear to be better, but the majority of workers who migrate do not make 

their permanent homes in the industrial arealil. They œrely work there 

for a period and then return to their homes (tribal) in the reserves. 

Renee there is no permanent shift of population. ~en one man bas 

completed his period of work he returns home and his place is taken by 

another migrant. There is, therefore, no tendency towards equilibrimn 

and the migrations continue in perpetuity. Mass migrations have been 

going on for almost a century, and their magnitude bas increaeed with the 

growth of the industrial centres and the increasing poverty and pressure of 

population in the reserves especially when we bear in mind the fact that 

these reserves constitute 13% of South African arable land. 
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It ia not easy to determine howmany migrant workers there are, 

because in spite of all the machinery of registration and control, therc 

are no official statistics of internal migration and the periodic 

censuses merely give a person's location on the.night of the census. 

Professor Houghton cites the Tomlinson Commission as having estimated 

503,000 males8 as temporarily absent trom the reserves at the time of 

the census in 1951.9 They represent about 40% of males between the 

ages of 15 and 65 years. But, according to Houghton, the Commission 

rightly points out that practically every able-bodied Bantu man in the 

reserves goes out to WDrk in industrial areas. Houghtone~ted the 

total pool of migrant workers from the Bantu areas of the Union to be 

between industrial employment and their tribal sUbsistence econo~. 

The gold mines depend heavily on this kind of"labour. They come from as far 

afield as 2,000 miles and from all points of the compass. 

Manufacturing industry and commerce also uses a number of 

these workers t~ouah estimates are difficult to make. 

8D•H• Houghton, .Some Aspects of Migratory Labour in South Africa,n 
South African Journal of Economies, XXVIII (September, 1960), 3, pp. 177-178. 

9Union of South Arrica, Summary Report of the Commission for Socio­
Economie Develèpment of Bantu Areas within the Union of South Arrica 
(Pretoria: Government Printer, 1955), p. 96, as cited by D.R. Houghton, 
op. cit., p. 181. 

10 Houghton, op. cit., p. 181. 
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The third main field of employment of migrant labour is farming 

in white areas. Practice dUcfeJt.s widely in different parts of the country. 

In many parts the Bantu worker lives with his family upon the farm, and 

has lived there for generations. In other parts, the white farmers rely 

extensively on migrant male labourers who come to work on contract. The 

Tomlinson Commission estimated that there were some 210,000 extra-Union 

natives employed in agriculture in 1955.11 They would all be migrant 

workers. There is, however, no information available on the number of 

Union natives who are migrant workers on white farms. We can speculate, 

however, that this number is not likely to be very large. 

Houghton bas summarised some of the consequences of the migrant 

labour system under the following sub--headings: (1) Quantitative waste, 

(2) lnability to acquire skills, (3) Labour turnover, (4) Effects of the 

system on management, and (5) General destabilizing effects of the system 

on economy. 

The Tomlinson Commission attempted to estimate the loss of 

manpower involved in travel in periods of rest or unemployment, anà in 

the relatively unproductive time spent in the reserves: 

11 

Thus out of the total potential of 1,140,000 man-years 
(1 year 's labour rendered by one man) available in Bantu areas 
(or somewhat less if 2 to 3 weeks' leave per year i5 allowed for) 
only 480,000 man-years are economically used, anà of this latter 
total, only 433,000 man-years are applied in paid employment in 
the non-Bantu areas. This means that there are alwys on the 
average 600,000 man-years of labour available which are not econo· 
mically applied. Much as it is possible to criticize details of 
this estimate it remains probably of the right order of magnitude. 
Moroever, it applies only to Bantu migrants from the Union, and if 
extra-Union migrants are included, the waste involved in the 
system would come to almost one million man-years per annum. 

~hen there is the cost of transporting 923,000 migrants to 
and from their homes. Even assuming that their homes are on the 
average only 300 miles from where they work and that their home 

Ibid., p. 182. 
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stint is 18 months, this would amount, according to Professor 
Houghton, to about 370,000,000 man-miles per annum. 12 

Perhaps even more important than the waste of man-hours and the 

cost of transport iS,the effect of the system upon the quality of that 

labour which actua11y finds its way to the mines, factories and farms. 

There are many aspects to this matter of quality, but the first to be 

noted i6 that from its very nature the migrant system tends to inhibit 

the ~oquiaition of skills and tends to condemn the workers to beingmerely 

undifferentiated units of unskilled labour. The intermittent character 

of their employment means that just when they are becoming proficient 

at a particular job and of real value to their employer they leave to 

return to homes. The next eniployment is usually of a different kind in 

a different place. This kind of fthirds of passage process,ft ia not 

likely to induce excellence. There are, however, exceptional cases of 

continued service,that i6, where the same man has intermittently served 

the same firm for fifteen to twenty years. Yet the overall picture 

remains one of considerable waste. 

This leads to the whole question of labour turnover in industry. 

The Tomlinson Commission stateds 

Large firme in Johannesburg (apart from mines) are eredited 
with having a labour turnover of 117 per cent per year or a replace­
ment period of ten months. The shortneaa of this period may be 
due, however, to the fact that the results were obtained 12 or 15 
years ago, when the turnover of labour was more rapid than at 
present and at war-time conditions were more conducive to change.13 

But two recent surveys confirm what are presumably R.H. Smithfs findings.14 

One of the surveys gives a labour turnover of 119 per cent15 per annum 

12Ibid., p. 183. 

13union of South Africa, Summary Report of the Commission for 80cio­
Economie Development of Bantu Areas (Pretorial Government Printer, 1955), p. 95. 

14R.H. Smith, Native Urban Employment (Witwatersrand University, 1948) 
as cited by Hobart Houghton, op. cit., p. 184. 

15Ibid • 
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in East London J.n 1956, and the other gives aven a higher figure of 
1/ 
, '16 

138 per cent per annum in Cape Town. 

The investigations in East London revealed great differences 

between the labour turnover of one ftMn and another and between the 

length of continuous services of one employee and another. Firms engaged 

in construction (where because of this work there tends to be a higher 

labour turnover than in manufacturing) varied from 96 to 600 per cent 

turnover per annum. In manufacturing the turnover of male native 
. H 

employees varied fram 48 per cent per annum to 204 per cent per annum. 

Viewed from the angle of 1ength of service of employeee,the disparities 

were even greater. Interest was aroused in this matter by the fact that 

in spite of a higher average turnover of native labour, many of the 

better firms stated that they found their native labour remarkably stable. 

The investigations revealed that over one-third of all native adult 

males had been in their existing jobs for three years or more; a remarkably 1 
stable element in the labour force. At the other end of the scale 10% 

had been in their jobs for leee than three months.18 These two groups 

together account for over a quarter of the whole and instances vere found 

of individuals having as many as eight different jobs in a single year 

vith periods of unempla.y.ment in between. It is the instability of this 

group of workers which brings up the overall average labour turnover. 

It is important further to note that unstable groups exist. 

both among urban workers whose homes are in the industrial area and amopg the 

16 Sheila Horst, -Native Labour Turnover in the Cape,- South African 
Journal 'of Economies, XXV (December, 1957), 4, pp. 314-315. 

17Houghton, op. oit., p. 184. 

18 
~. 



migrant workers •. The unstable groups consisted largely of young 

unmarried men in both groups. It would seem that labour instability 

cannot be attributed entirely to the migratory system. Both migratory 

labour system and cheap lab~ur polioy are jointly responsible for the 

labour instability. More will be said later about the effects of the 

cheap labour policy. The_mining sector tends to have a regular 

turnover sincethe system employed is that of periodio contraots. Yet 

like the rest of the eoonomy it surfers from the effects of migratory 

labour. 

The migratory labour system does not seem to have left management 

unscathed. With certain outstanding exceptions the general management 

of Bantu labour ls slipshod and inefficient in the extreme.l9 This is a 

direct oonsequence of the migratory system and its twin policy of oheap 

labour, because a majority of employers have come to regard the Bantu 

worker as not worth taking the trouble. This attitude produces an 

equally irresponsible attitude among workers. They come and go, and 

when one leaves there is another to take his place. The better employers, 

who select their labour vith care give adequate training and superiision, 

seldom complain about their labourers. These report themselves satisfied 

with the quality of labour and the turnover is low. The majority of 

emp1oyers,on the other band, report adverse1y upon their native vorkers. 

It should be rea1ized that the mining industry depends almost 

exclusively on migrant labour, and the perpetuation of the system seems 

19 Houghton seeme to 1ay great emphasis on migratory labour :system as 
such, without adequate emphasis on oheap labour vhioh seems to have a great 

. des1 to do vith. the .alipshod attitude of management in a vay already des­
cribed in the IntroduCtion. 

Il' 
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to rest on the disinclination of authorities to increase wflges and the 

belief held that aince mining is a wasting asset there should be no 

uprooting of natives from their environment with accompanying destruction 

of their tribal backgrounda. Its continuance ia further supported 

by stringent influx control which regulatea movement of natives to cities, 

partly to prevent unnecessary congestion and partly to enaure a steady 

supply of migrant cheap labourera. 

Agriculture, Forestry and Fishing Industry: 

Weaknessee manifest themselves mainly in agriculture. In the 

forestry and fishing division, suffice it to say that according to 

Muriel HorraUI • 
The total area of plantation has almost doubled over the 

last twenty years (1936-46); and further large increases are 
likely since parts of Natal and Zululand have been found to 
possess mills and wood-board; paper.mill and rayon factoriea 
have been established. 

There has been considerable developments too, in the 
fishing industry, and Many factories exist to utilize the products, 
for example, those canning rock lobster, sard ines, parlsmoan, 
pilchards and other species of fish, or preparing frozen lobster 
tails, smokèd cape salmon, dried fish, fish pastes, mea1, whale 
oil, and so on. 20 

As a result of the discovery of diamonds and ~old there were 

great developments in farming as large quantities of food vere needed 

for the population of the new mining towns. Farmers gave greater 

attention to crop production; the y began to use machines and fertil~ers, 

and needed more labour. The establishment of canning, textiles, oil 

pressing and other industries provided a market for additional types of 

crops. 

20 .uriel Horrell, South Africals Non-White Workers (Johannesburg. 
South African Institute of Race Relations, September, 1956), p. 2. 

1 
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The total value of agricultural and pastoral products vas 

E343 million in 1953-54. Such products form a large proportion of South 

!frica IS exports. The four items, wool hides and skins, wattle bark 

extracts and fruit alone accounted for just over a third of the total 

value of exporte in 1954.21 Yet underlying this performance are we~ 

nesses which make agriculture the least productive of all sectors. It is 

Franklin's contention that productivity of labour employed in agriculture 

is low compared vith productivity of labour employed in other South 

~~ri~an occupations. 22 What is even more significant is that it is low 

compared with productivity of labour engaged in agriculture in many other 

countries. 

Whilst it is true that international comparisons of crop yields, 

which ignore such factors as differences in soil fertility and amount of 

capital employed in conjunction vith labour, may be misleading, such co~ 

parisons remain of considerable importance especially when ve bear in 

mind L.H. Samuels 1 remark concerning farming in South Africa to the effect 

that: "In 1925, there were about 10 male African workers for every male 

white farmer. n23 As a result of the creation of markets, 

The growing dependence of farming activities on lon-White labour 
reflected both the increased movament of Africans to White-owned 
farms, and the exodus of white p;pulation from the rural areas. 
Many 'Of' the white farmers who left the countryside dia so becauae 
of their inability to adjust themselves to the new economic 
conditions. They were found to fail, since the farming techniques 
with which they vere familiar were only suited to the primitive 
methods of exploitation of large land-owners, dependent on adequate 
sUP.J'lT of Black or coloured labour. Thus there eœrged a growing 

21Ibid., p. 2. 

2~ranklin, op. cit., p. 80. 

23L•H• Samuels, South !frics 's Changing Economy (Johannesburg: South 
African Institute of Race Relations, 1955), p. 2. 



class of rural poor, who tended to join the ranks of the landless 
whites. Each shock to the agricultural economy disturbed the 
loose hold of some of these agriculturalists on the land and 
sent a fresh wave of them into the towns. 24 

73. 

To crown it all, though in 1955 less than 20% of the white working 

population ws engaged in agriculture, about one half of the Union 's total 

working population was officially esttmated as employed in farming, while 

its share in the National Income amounted to one-eighth of the total. 

Table 7 illustrates the phenomenon however imperfectly. 

TABLE 7 

COMPARATIVE YIELDS OF WHEAT AND MAIZE 

(100 kg. per hectare) 

Wheat Maize 
192~-8 12~-~9 12~-8 1246-9 

Europe 14.2 12.6 14.9 12.7 

North America and Central 
America 8.2 ll.l 13.3 21.2 

South America 9.5 11.1 15.3 14.5 

Asia 9.7 9.0 11.2 10.7 

South Africl1 5.2 4.6 8.5 8.6 

Africa (except S. !frica) 6.8 6.8 8.4 7.5 

Oceania 8.3 9.8 15.4 17.6 

World Total 10.1 10.4 13.5 16.0 

Sourcez Food and Agricultural Organization, Food & Agricultural 
Statistics, Vol. IV (April-May, 1951, Table 3), 4, 5. 
Yeu Book of Food and Agricultural Statistics, 1949, l, 

. Production. 

24 
~., pp. 2, 3. 
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Soil deficieno1es,and erratic pests combine to make farming 

in South Arrica a particularly difficult undertaking yielding extremely 

uncertain reBults. The abundance of cheap labour seeme to be another 

additional factor in arresting productivity, as it disinclines farmers 

from using mechanized methods and techniques. 

Related to the above-mentioned problem are the Reserves curr~ 

called Bantu homela4ds. Originally these were those areas of South Arrica 

which, after white conquest of the country, were not occupied by wh~tes and 

in which the tribal way of life persisted relatively unchanged for some 

considerable ttme. The areas comprise the Transkei, parts of Ciskei, 

parts of Natal and parts of the Transvaal. Together they constitute about 

13% of the total area of South Africa. 

Several factors have combined to produce modern Bantustans: 

traditionsl communal ownerahlp. of land, the traditional adherence to cattle 

hoarding irrespective of the quality. In addition to this, 50 per cent of 

able bodied males are normally away at work at any given time. 25 Those 

remaining are hOIœ to rest, whUst agriculture 1s left entirely to women. 

Though, according to Houghton, marriage itself appears to be remarkably 

stable, family life in a normal sense has been destroyed, and illegitimacy 

is very high. The absence of so many male adults from home accelerates 

decline in agricultural productivity" and a situation has arisen in which 

the Reserves are both over populated and lack sufficient able bodied labour 

to make use of available land. 26 

25 Houghton and E.M. Waton, The Economy of a Native Reserve, II (Pieter-
maritzburg. Shuter and Shooter, 1955) 

2JJ 
D.H. Houghton, L.H. Samuels and F.C. van N. Fourie, South Africats 

Chan,ing Economy (Johannesburgz South African Institute of Race Relations, 
1955 , p. 23. 
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Moreover, these areas are among the worst to be hit by soil 

erosion, which is a direct result of the use of cattle manure for fuel 

and over-stocking of man and beast. Their poverty i5 appalling. Acc~ing 

to Houghton, the Ke1skamahoek rural survey shows tha t 50 pei' cent of 

incame 1s derived from earnings of emigrants to industrial areas.27 Thus 

the Reserves represent the depressed areas of the South African econo~ 

and are a substantial drag upon its progresse 

There is another aspect to the impaot of South Africafs changing 

economy upon the Reserves. Ve noted earlier the development of the 

manufacturing sector, and this fact strengthens the need for reviewing 

attitudes towards survival of the tribal economy. When,'mining was the 

main industrial activity an uneasy accommodation was achieved through the 

migrant labour system. The mines were operated successf ully by employing 

a large number of unskilled Africans as a permanent force of temparary 

migrant vorkers circulating between the mines and the Reserves. Wages 

vere generally low because of lov productivity of the migrant labour 

system, but this had no effect upon the market, for products of the 

mines vere mainly for exporte Within the growth of manufacturing industries, 

two major changes have occurred. First, in manufacturing, a stable labour 

force of semi~skilled operativesis essential, and there is no place for the 

temporary migrant worker because of his ineptitude in a modern factory, 

and the waste involved in a high labour turnover. Mora1rftr, the cost in 

maintenance and repair of eqùipment has, according to Houghton, as a result 

of using untrained labour upon modern machinery, given rise to the South 

African version of the famous aGive us the tools and we will finish the job," 

27 Ibid., p. 26. 
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taking the tragic fo~ of ~Give the job and we will finish the tools. w28 

rt is for these reasons that the same author aptly described the 

R.eserves as Wllttle better than a 'National Park r for the preservation of 

a primitive and inefficient system and, as auëq, a luxury that a poor 

country can i11 afford.-29 

This weakness assumes aven a more tragic char acter as will become 

clear towards the end of this chapter when we consider that the answer 

of the Government to the problem has been to enshrine the Reserves in 

statates as the future home lands of the Africans in South Africa--a policy 

that flows from the official policy of the Government to keep races separate. 

Secondary Sector 

The declining importance of agriculture as a source of livelihood 

created serious problems, since there were limited outlets for the growing 

class of 'paor whites t in the more remunerative occupations. From the 

onset mining and ancillary activities have been organized on the basis of 1 
a small, highly paid 'White labour force and a large supply of African labour 

performing manual work at much lower rates of paye This pattern of wages 

and employment arose because of the original scarcity of the artisan 

trading and professional classes, and has been perpetuated by legal and 

social conventions in the interests of the white group. Thus, it was not 

easy to fit the unskilled white worker into this peculiar economic organiza-

tion, because of his lack of training and his habits of industry. Many 

became destitate and created an embarrassing problem of white poverty in a 

multi-racial society. 

29 
Ibid., p. 35. 
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Today, unemp10yment i8 insignificant among the white community, 

1arge1y because of remarkab1e expansions of the fields of emp1oyment, parti-

cblarly in the manufacturing and servioe industries. 

Between 1918-19 and 1938-39, the net output of manufacturing 

expsnded more than three times, and it has more than quadrupled again 

since 1939. Since the end of Wor1d War l, the number of white workers 

in factory production rose from about 54,000 to 255,000 in 1951-52. Total 

emp1oyment· in manufacturing in 1955 amounted to soma 800,000 as against 

143,000 during 1918-19, accounting for 25% of the country's National 

Income compared with about 7% before the war of 1918.30 

L. Samue1s qualifies this development in the fol1owing wyl­

There can be 1ittle doubt of the vigorous role played by the 
state in accelerating the process of industrialization to mitigate 
urban white unemploymentin the 'twenties' and 'thirties

'
• The 

measures it took included a 'civilized labour' policy aimed at 
enlarging the field of white employment, the establishment of 
undertaking such as power and iron and steel production and the 
adoption of a deliberate policy of tariff protection. Yet it is 
easy to over estimate the importance of these policies. 

South !frica enjoyed a number of advantages without which no 
tariff for examplG could have conjured manufacturing into existence. 
It has ample supplies of iron ore, cheap cosl, and an immense 
variety of other raw materials. Moreover, the expansion of gold­
mining and other primary activities increased the supply of capital 
resources and~ provided a growing market. As incomes have grown, an 
inoreasing proportion of disposable incomes has been diverted from 
food and other necessities to the purchase of services and manUm 
factured products. These changes in consumption patterns created 
the conditions for an expansion of the industrial structure.31 

He further "la1mB that t~''3se de:velopments, have been reinforced by two world 

wars which provided South African industries with virtua1 freedom fram any 

foreign competition. The post-war excessive demand and the protective 

policy madè almost any production profitable. He also points out that much 

30Ibid ., pp. 3-4. 

31Ibid ., p. 45. 
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as the contribution of this sector expanded substantially, the value'of 

manufactured exports still amounted to perhaps one-fifth of the total 

exports in the mid-fifties. 

The comments would indicate some serious flaws aspecially when it 

is borne in mind the post-var years experienced an immense inflow of 

capital from abroad. The weaknesses seem to be traceable to socio-politieal 

factors. In the Union, the expansionary'process istaking place within a 

framework of custom and legislation which seeks to confine the use of' 

African and other coloured labour. A legal colour bar pervades the 

eeonomy and in this sector, operating largely through white trade union 

pressure, has prevented non-whites, partieularly Africans, from being 

apprenticed and gaining aeeess to the skilled trades. This has resulted 

in labour stratification into a series of non-eampeting groups.32 

This peculiar economic organization should not:be regarded as 

entirely rigide During the post-var years the scarcity of labour campelled 

a considerable breach in the system. However, the opportunities for 

Africans to acquire skills remain limited. A complex structure of controls 

restricts their freedom of movement into urban areas and their right to 

acquire property in a property-owning society. These regulations together 

with prohibition of African Industrial Associations seem to have seriously 

hampered the quality of native labour. It removes political discipline 

and habits of industry esseptial for high productivity. The effects can 

be generally traced out in such terms as theset 33 

(a) Obstacles to making full use of labour raises the level of 

industrial costs. 

32Ibid. 

33Franklin, op. cit., p. 191. 
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(b) Employers compelled to incur unnecessarily high costs must 

charge high priees. 

(c) High priees are injurious to consumers and limit the market far 

products. 

(d) Producing for an unnecessarily small market, employers produce 

an unnecessarily small output and demand less labour than they 

otherwise would. 

Tertiary Industry 

This sector is the largest contributor to the National Income. 

It includes Commerce and Transport, Public Authorities, Services, Finance, 

and sa on. Whilst in 1946/7 it constituted 54% of the Gross National l?r,odœ~, 

in 1962/3 this w.s estimated at 51%.34 

As might be expected, this œctor would have some of the weak-

nesses found in the above sectors. It is from this one that estimates 

concerning the administrative costs of cheap labour in the form of police 

patrols for the enforcement of influx restriction, the administration of 

the elabarate laws and proclamations affecting migration ta and from cities 

and other laborious instruments of native control can be assessed. vet 

as the sector includes services and finances, figures available are 

usually puhlished in a composite forme The size of the sector does 

indicate their share, this sector will diminish in size. 

There are, however, problems in this sector which May be of 

interest purely fram the developmental point of view. It will be noted that 

the long distances which separate markets combined with steep gradients 

between coastal and inland centres and a complete absence of navigable 

34Union Acceptances Ltd., op. cit., p. 10. 

Il' : 
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waterways have raisedtransport costs which have not eased the process of 

development. Railways ànd Road Transportation play a very important role 

in connecting industrial centres. 

The railway system of South Arrica was based on the South Arrioa 

Act which embodied certain safeguards which were believed would ensure: 35 

(1) That political influence would be excluded, especially in 

so far as inland communities might be prejudiced thereby or 

certain coastal areas favoured at the expense of others; 

(2) That railway rates would not be used as a lD8a1l8; of taxation; 

(3) That industrial and agricultural development would not be 

retarded by unnecessarily high transportation costs resulting 

from inefficiency or arbitrary discrimination~ 

These safeguards were embodied in South Arrica which provided 

specifically that: 

Il ~:: 

(1) .Subject to the authority of the Governor-General-in-Council, the 1.,: 

control and management of the railways, ports and harbours of . r 
the Union shall be exercised through a board consisting of not 
more than three commissioners who shall be ~ointed by the 
Governor-General-in-Council, and a Minister of State, who shall 
be Chairman." (Section 126) 36 

(2) ~he railways, ports and harbours of the Union shall be adminis­
tered on business principles, due regard being paid to agricul­
tural and industrial development within the Union, and promotion 
by means of cheap transport of the settle.ment of an agricultural 
and industrial population in the inland portions of aIl provinces 
of the Union.". (Section 127) 37 

(3) ·So far as may be, the total earnings ahall not be·more than are 
sufficient to meet the necessary outlays far working, maintenance, 
betterment, depreciation and the payment of interest on 
capital • • • • ft (Section 127)38 

35C•5 • R1bhards and J .C. Laight, .South African Railways and the Nevton 
Report," South African Journal of Economies, XVIII (Deoember, 1950) 14". 385. 

36Ibid., p. 386. 

37Ibid • 

38Ibid. 



The interpretation of the act resulted in the Railway policy 

formation resting with the minister. 

It followed from this that the rating policy of the Railway 

Administration, instead of being determined by an independent impartial 

authority on business principles as laid down by the Act of Union, was 

dictated by the Minister who possessed complete pover to carry out 

whatever policy that he and his cabinet colleagues might think fit. 

It was this rating policy which the Newton Commission was appointed to 

investigate after several criticisms and controversial discussions from 

individuals and organisations. Among these was S.H. Franke1 who carried 

out an investigation at the request of the Gold Producers' Committee of 

the Transvaal Chamber of Mines in 1927. This was followed by the 

DepartmentalRailvay Tariffs Inguiry Commission of 1930. Then followed 

in 1945, the Report of the Board of Trade and Industries, then the 

Page Commission of Inguiry (1945) which was followed by the Government 

White Paper (May 1946): this wasessentially a defence of the system. 

It was,therefore, with the above background of argwœnt and 

counter-argument that the Newton Commission was appointed. 

The findings of the Newton Commission confirmed as justifiable 

the criticism levelled at the Railway management. These were as follovsl 

That though the criticism of the tariff policy vas not based on the fact 

that it discriminated, discrimination as a princip1e was itself open to 

serious objections. In particular, 

(1) Much low-rated traffic was being carried at rates which did 
not cover actual terminal am haulage costs. In effect, there­
fore, this traffic was being aarried at a loss, and was being 
subsidized by the small volume of high-rated traffic which 
paid more than average total costs. 

-
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(2) The classifications of goods was not based, as it should have 
been, on differential cost of conveyance and value in relation 
to veight. Many commodities included in the highest rate group 
vere not luxuries, but essential industrial materials or 
ordinary household requirements, which did not require special 
facilities for transportation. A large proportion of high-rated 
commodities was conveyed at owner's risk, when the risk of damage 
was negl1tib1e and that of theft avoidable. 

(3) The assistance given tO agriculture,vas no doubt justified under 
Section 127 of the South Africa Act. But this section lays down 
that due regard shall be had to industrial development a8 weIl, 
and the settlement of an industrial population as weIl as an 
agricultural population, in the inland portions of the Union. 
The existing rate structure actually -peniUises many industrial 
users of the railway, as weIl as the consumer. Discrimination 
between different sections of the community, if considered 
des irable , should be done openly b,. means of taxation and direct 
subsidies and not through railway tariff policy. 

(4) Railway charges on coa1 conveyed from Witbank to the Witwatersrand 
were unreasonably high, whereas rates on export and bunker cca1, 
as weIl as long hauls (e.g. Cape Town) vere uneconomic, i.e. 
below the actual direct costs of haulage coal ws carried in 
full truck-loads, the gradients vere sasy, loading and 
un~oading were performed by the consignee respectively, the 
trarfic was regular and non-seasonal ana vas carried at owner's 
risk. Further, coal was an essential raw matel'ial for industry 
and also entered into the cost of electrie light and power. 
An average profit of 300 per cent appeared to have been made on 
coal traffic to the Witwatersrand. In 1925 the gold mining 
industry and the V.F.P. Company contributed approximate1y fSOO,OOO 
more than the actuel eost o~ conveying the gold consumed by them. 

(5) Export rates (.e.g. on maize, maize-meal, fruit, etc.) were further 
examp1es of unfair discrimination. When the traffic maving from 
the coast to the interior eonsiderably exceeded the traffic moving 
in the opposite direction, it vas reasonable to expect the 
former to bear the cost of returning empty trucks to the coast 
and also to offer low rates to expol'te~s to develop return traffic. 
By 1927 the outward trarfie had come to exceed inward traffie, 80 

that the reverse poliey should have applied. 

(6) If it was state poliey to encourage exports, then the greatest 
export industry in the Union, viz. gold Jnining, should also have 
been encouraged. This could have been done by changing low rates 
on materials and stores consumed by the gold mines. In 1926, 
however, 65% of. these essentia1 requirements vere conveyed at the 
three highest tariffs. 

W· 
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(7) Preferential rates on South African produce and manufactures were 
objectionable. Protection of domestic industries against foreign 
competition in the home market should be afforded through tariffs 
or subsidies. Preferential railway rates benefitted producers 
situated at the coast only so long as they sold in inland markets. 
Inland producers did not need suah assistance when selling in 
inland markets, sinee they paid little or no railage to such 
markets. If they sold at the coast, the imported article paid 
no railage at all so the preferential railage rate was inerfective. 

(8) 'Distribution f and 'nearest port 1 rates afforded protection to 
certain firms merely because they happened to be situated in cer~ 
tain areas, i.e.' inland. In many cases the application of these 
special rates resulted in direct loss to the railway because they 
did not cover the direot costs of eonveyance. 

(9) In view of the above, it was imperative to have an independent 
body of experts who would flx railway rates on a basis which 
would be both fair and reasonable to all classes ot,'railway 
users. At present (1927) the rates vere being datermined 
ftbehind closed doors by a handful of railway officials and 
politicians.- Under a system of indisoriminate protection 
through railway rates the success of any:particular Idn,kof:,enter­
prise comes to depend toan ever-increasing degree on the 
favourable or unfavourable decisions vith regard to it made by 
sueh railway officials and politieians rather than on the 
inherent streDgth and sultability of ente~prise itself or the 
initiative and effioiency vith which it is conducted; suoh a 
system is open to gravest abuses. 

(10) Where, for reasons of public polioy, Parliament deoided to provide 
for transport of goods or passengers at no cost at a rate below 
that which would normally be charged far such traffic, the cost 
should be ascertained and met from the consolidated revenue fund. 
in accordance with Section 131 of the South Africa Act.39 

It should be noted that by 1949 the se criticisms were still largely 

valid and the Newton CODDllission, in a cautiously written report, recomm.ended 

what generally amounted to the revision of the General goods classification, 

the increase in rates in lower tariff groups and reduction of rates in 

higher tariff groups, the abolition of special rates and urgedthat sinoe 

transportation costs vere to be borne in the long run by the cODDllun1ty, 

it should know what they are and how they are met. This, it concluded, would 

also be a means of telling whether easentially limited resources vere 

39 ~., pp. 388-90. 
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being wasted or note 

These difficulties are praminent in the Union because or the 

sparseness of the population and its concentration in a relativêly small 

number of weIl defined but widely separated areas. 

It has not been possible to aseertain to what measure the. 

Newton's recommandations vere implemented. However, rates are still on the 

basis of "vhat the traffic can bear" ae parts of the interim report of the 
. 40 

Bureau for Economie Reaearch of the University of Stellenbosch suggest. 

In this report, a few facts are signifieant: 

(1) That railway and road transport vere eliminated by restrieting 

commercial vehieles to specifie areas and mileage. 

(2) Tbat road transport offers economies which vould improve 

{ efficiency. 

(3) That the prc~lem remains a problem of fostering a constructive 

corporation between rosd haulage and the railways.41 

Thus even as late as 1959, the transport problem was still a 

subject of investigation. 

Much as the transport problems could have caused.a great deal 

of discussion it is not as intractab1e a problem as the very foundation 

of South African industrial structure--epitomized'by the Job Reservation Act, 

whose operations vere aptly described by Mary V. Pe~cy, as an extension 

of a customary practice. This cames out clearly in the fo1lowing texta 

The allocation of york according to the face of the worker is 
by no means an innovation in the Union. But it is almost an 
innovation to legislate and to delegate genera1 powers of 

40 J.C. Laight, "Rosd transport of goods in South Africa, If South Atrican 
Journal of Economies, XXVII (June, 1959), 2, p. 137. 

4lIbid ., pp. 139-140. 
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determination and control of such work, allocation or reservation 
to any one body or person of state. In the Union it has up to now, 
with one or two notable exceptions, been a matter of custam, 
implemented by various means more or less according to the require­
ments of varying circumstances and change. 42 

The exceptions to this concern certain Government undertakings and, 

prineipally mining, where conflicting claims to work showed up in the early 

period of development. Here certain work, became subject to the provisions 

of the Mines and Works Act (1911) and vas thus effectively reserved by 

statut~s for whites.43 

The same author explains the immediate causes of a demand for 

'protection against racial competition l in the following manner: 

In the first place, there is a process of the Idilution' of artisan 
work and semi-skilled work, one of the results of technological 
development and improvement. This entails the passing of the old 
type craftsman work and the original economic justification for 
craftsman work and the rates of pay, the evolution of many more 
jobs at 'operative' level and the tendency for rates for the se 
to be set so that non-whites are found in this 'diluted 1 vork. 
A similar movement, though not connected with the dilution of 
skilled work, is the tendency ment1onedpreviously for rates to be 
fixeà so that non-whites are employed in work which has alvays 
been unskilled or semi-skilled, but which was untll recently 
occupied by whites in accordance with the ncivilized wage n policy. 
The relaxation duri~g the war of the trade union hold on these 
jobs and the adaptation of the econamy to the needs of war and 
post-var developments were largely responsible for a quickening 
of both processes. The second principal cause is the introduction 
with the new Industrial Conciliation Act of 1956 of legislation 
designed to bring apartheid in trade unions which will change 
the relative positions of different rac,es in negotiations with 
employers over wage rates by allowing employers to negotiate 
separately with whites and coloureds. Here va are not so much 
directly concerned with Atrican trade unionism as it still has no 
official recognition nor any part in recognised negotiations, 
despite the recommandation of the Commission of Enquiry into 
Industriel Legislation, and as far a~ bargaining is concerned is 
generally ineffective. 44 

~ V.:")!ary Pieroy, "statut or y Work Reservation," South African Journal 
of Economies, XXVIII (June, 1960), 2, p. 120. 

43Ibid ., p. 120. 

44Ibid., p. 129. 

Il' 



\. 

r 

86. 

It is to be realized, however, that the increasing tendency 

toward more use of 'operative l labour poses the problem not 50 much in 

terme of racial competition as much ae it iB in terme of racial comple-

mentary. It is further emphasized by the author that .South !frica is not 

so rich that it can afford to make proper use of the greater part of its 

human rasources."45 

Index figures, and comparative figures (indsx) at that, cannot be 

used for exact measurement, but the broad indications given by the Indices 

of Productivity per labour unit presantad in the Standard Bank Review show 

that there is still considerable scopa for produètivity advance in 

South African Industrys 

TABLE 8 . 

INDICES OF LABOR PRODUCT!VITI IN SELECTED YEARS 

Iear Union of South Africa 11..4:. U.S.A. Vest GermanI Japan 

1952 98 95 96 94 80 

1953 100 100 100 100 100 

1954 103 104 102 105 107 

1955 99 108 107 113 113 

1956 98 108 108 115 119 

1957 99 111 112 122 128 

1958 99 113 115 126 121 

Source: Standard Bank Review (S.Urica), 1959, p. 6. 

The Commission of Enguiry into Industrial Legislation reporting 

in 1956, appreciated the importance of the proper dep10yment of the view 

45Ibid• 
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that "The suggestions made for the protection of ~rkers of each race 

fail because they do not ensure the optimum use of labour resources • • • • 

It appears that the Union is not employing its available resources to 

the best a~vantage _ •• _"46 The Commission vent on to quote from the 

Board of Trade and Industries:47 

The optimum use of labour resources is a question not merely of 
formaI classification of labour categories, but is one much more 
of the wage rates at which each category is allowed to work. The 
extension of manufacturing industry of the Union can be stimulated 
especially by a reduction of the high cost structure through'increased 
and improved mechanisation so as to derive the full benefit of the 
large resources of comparatively lover paid non-European labour. 
As skilled and unskilled labour are cooperative rather than 
'competitive factors, an extension in the use of Native labour 
would, in the opinion of the Board, if the National economy as a 
whole is considered, lead to an increase rather than a decrease 
in the demand for European labour _ • _ • 

There has been in fa ct a marked shortage of skilled white labour 

of the type required. The problem: ,sesme to be that of improving the 

competitive position of the economy generally. This is essential for 

expansion. Without expansion it becomes clear that racial competition 

without safeguards is likely to create the k1nds of problems vhich are 

anticipated in the legislation for the reservation of york in favour of a 

particular race. 

Obstacles to expansion become clearer in the light of investi­

gations carried out by the Board of Trade.4B These investigations led the 

board to report that "South African industries have • • • been slow to 

46union of South Arrica, Re ort of the Commission of E 
Industrial Legislation (Pretoria: Government Printer, 1951 , 

into 
62, para. 1150. 

47 . Board of Trade & Industries, Re ort of Investi ations into Manufacturi 
Industries in the Union of South Arrica Pretorial Government Printer, 1945 , 
No. 282. 

48Ibid., para. 414. 
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make the fullest possible use of operative labour which as a percentage 

of the total labour force is probably lower in the Union than in any 

other industrial country.- The 1959 Industrial Tribunal Report49 after 

a similar investigation into the furniture industry reported as followss 

The problem • • • is that dilution of artisans work goes 
band in hand with the lowering of the vage structure. Should 
the vork be transformed to operative work as a result of· 
mechanisation and the Europeans still have the assurance that 
as operative workers they \loUld receive adequate vages and 
\lould not be in danger of being replaced by unskilled labourers, 
many of the complaints over the uncertainties of their existence 
would probably fall away • • • ft 

These statements speak for themselves especially when we consider 

that there are coloured and Asiatics. The problem is not lessened by the 

fact that even the Tomlinson Commission50 estimated that in the year 

2000 A.D., assuming that the Bantustan scheme would be developing on the 

lines outlined in their report, there would still be 6,000,000 Bantu 

liithin the White sector.51 How many.œe arethere likely to he in the 

absence of this development? It \lould seem that South Arrica will face 

this problem for Many ye~s to come unless the idea of racial separation ia 

abandonned and the economic problems faced with the realism they require. 

In the next. chapter we ahall proceed to observe the International 

trade aspects of the economw keeping in mind the inherent weaknesses oi 

the economy discussed above. 

49Union of South Arrica, Industrial Tribunal Report (Pretorial Government 
Printer, 1959), 8, p. 21. 

50Tomlinson Commission was set up by the Government to investigate pros­
pects of developing the reserves into viable economic units as homelands of 
the entire Bantu population. Among the recommendations vas a total expen­
diture for the first ten years of fl04,486 million, a sum more than fort y-one 
tiJœs the Net National IncoJœ of 1962/63. . 

51n.H. Houghton, .Summary of the findings and recommendations of the 
Tomlinson Commission, n The Tomlinson Report (Johannesburg: The South Arrican 
Institute of Race Relations, 1956), p. 22. 
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GHAPl'ER IV 

SOUTH AFRIGA'S TRADE PATTERNS SINGE 19&2 

Thus far we have examined the growth of the South African 

economy and highlighted this growth as it reflects itself in particular 

industries. We have also undèrscored somc of the problems which have 

been obstacles to this growth. Although government activity has played 

a major role in shaping the economy, the importance of the international 

cammodity trade (especially gold) for South ~rica's development cannot 

be overestimated. 

As a general observation, protective tariffs are closely associated 

with the growth of trade in developing count~ies. They tend to be used to 

encourage growth. This should be clear1y distinguished from national 

self-sufficiency closely associated vith Mercantilism. The underlying 

assumption is usually the 1infant industry' type argument for protection. 

Added to this is the minimizing of luxuty-1tem-consumption, which drains 

foreign exchange reserves, and maintenance of full employment which is an 

accepted datum in the already developed countries. 

In the South African case, the only relevant assumptions arel 

(a) Protection as an instrument for enco'~aging internaI industries; 

(b) Protection as an instrument of rationing scarce fcn-eign 

exchange reserve; 

(c) Protection as a means of praviding emplo:yment only for a 

section of the population. 

It is in the light of the last reason that migrant labour became 

an institution, as permanent absorption of natives into the economy cannot be 
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anticipated. Hence natives in reserves, who were invariably underemployed, 

could not be a eignificant problem, nor a nuisance whenever they were not 

needed by the industry. 

It seems clear thata policy of protection based on these 

assumptions would result in the growth of internal industries whose 

development process invariably absorbs foreign excbange reserves in the 

form of capital goods imported from abroad. This will become increasingly 

clear as we proceed. 

The efficacy of p~otectionist policy can be judged by its 

success. This should range from improvement in productivity with the acco~ 

panying~itlv~ness in the international markets. This improvement 

should justify removal of tariff. The cost of protection can be expressed 

in terms of resources used which have alternative costs. It is on this 

understanding of costs incurred that an industry receiving protection 

should justify the protection it receives. In South !frica, short of an 

overall investigation of costs incurred over the periodof protection, the 

success of protection policy cannot be adequately determined. 

It i~however,impossible from the performance of the economy 

in the 1950 1s, when import relaxations took place, to aesees-the degree 

of success achieved by protection. This aspect will be dealt with in the 

next chapter. The present chapter attempts to illustrate from the South 

African experience, that protection meant a shift.of demand from consumer 

to investment goods, that foreign exchange earning assete became of 

strategie importance, and that instead of foreign trade decreasing, it 

increased causing a strain on fQreign exchange reserves. 

w 
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Tariffs are thU5 not a process of creating wlls against 1rade; 

their greatest disadvantage lies i~ creating sub-optimal units which 

produce so inefficiently that they cannot stand any relaxation of the 

prohibitive tariff structure. Considering the amount of trade which takes 

place between the already developed countries, we may inter, perhaps 

prematurely, that with the spread oftBchnological progress, there will 

came into being an expanded choice in goods and services and consequ3ntly 

an increase in welfare. 

Before examining the trade patterns during the period prior to 

1950, we shall b~iefly outline the tariff policy of South Africa which 

brought about this pattern. 

The deliberate policy of industrial development was laid in 

1925 by the Hertzog-Pact Government • This was based on a report by the 

Board of Trade and Industries.1 

Towards the end of 1924, the Board was asked by the then Minister 

of Finance, Honourable N.J. Havenga, to recast and revise the existing 

Union's customs tariffs for consideration during the 1925 session of 

Parliament. 

In general, the policy followed by the Board in recasting the 

tariff structure vas based on the following considerations:2 

( a) The dependence of the government on the customs tariff as 

its principal source of revenue; 

Cb) The protection of industries which had already been established 

and had been found to be capable of a further expansion vith 

lunion of South Africa, Board of Trade and Industry (Pretoria: Governmen.t·~, 
Printer, 1925), No. 51. 

2 
Norval, op. cit., p. 113. 
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increased tariff assistance, and the encouragement of ~"law 

industries which were likely to be established with a moderate 

measure of tariff assistance; 

(c) ~he free admission on importation of those raw or semi-manufactured. 

or even manufactured Materiels; not produced within the Union 

which did not involve the surrender of considarable revenue. 

(d) The due consideration of the interests of pr1mary induStries, 

farming and mining, whose costs of production had to ba 

protected against an undua rise in tha cost of living, as a 

result of which protection to manufacturing industriss had 

to be administered with caution, moderation and discrimination; 

(a) The creation of a widar field of employment for civilized labour, 

tariff assistance being partly conditional on good labour condi-

tions and on the undarstanding that, w.heraver possible, a larger 

proportion of civilizad labour would ba amployed; and 

(f) The use of the tariff as an instrument for negotiating not only 

with Great Britain and the British Dominions and colonies~ but 

also with countrias outside the British Empire. 

The two main principles ambodied in the customs tariff up to 

the outbreak of Vorld War II ware that it should be a devica for yielding 

a substantial revenue, and that it should be utilized for encouraging the 

devalopment of local industries in a substantiel manner by means of:) 

(a) reasonable protection for existing industiies which showed 

prospects of successful development on economic lines and which 

would provide employment for the countrY'3 growing population; 

.3 .Th!2., p. 114. 
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(b) suspended duties for the purpose of encouraging the estab-

lishment of new or the expansion of existing industries prior 

to the imposition or such duties; 

(c) admission, !'ree ar at low daties of requisites atxl raw materials 

not produced in the country for all industries, both primary am 

secondary; and 

(d) the protection of local industries against dumping. 

Norval contems that ·!'rom 1925 up to the olItbreak of the Second 

World War, the Government policy of encouraging the empla.Ym9nt of civilised 

labour'became a cardinal feature of the oountryls economic pOlicy."4 As a 

result, the poor white problem was wiped out in a comparatively short 

period •. The Govermnent.s policy of maintaining 'healthy' labour conditions 

in imustry was furthermore carried Ibnto effect by withholding, through a 

provision in the Customs Tarifi' and Excise Duties Act, the privilege of 

importing (under rebate dut y) raw materials and requisitea from thoae 

manufacturera who maintained unsatisfactory labour oonditions 0 Thus, it 

can be said that since 1925, the customs tariff was framed and applied 

in a manner that avoided aD1 possible hindrance to the supply of primary 
't 

industries' special requirezœnts. 

As far as secondary industries were concerned, the general policy 

was bot to increase the duties on capital goods, snch as machinery aOO plant 

or on raw materials and requisites, when not produced locally. Relevant 

duties vere either reduced or the neceasary materials and requisites 

admitted under rebate of duty. As a result, importation of these goods. 

4Ibid. It shoula be observed, however, that to ensure that this policy 
was carrIëd out, legislation covering wage fixation, terms and conditions 
of labour was passed. 
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increased substantially. The assistance rendered to all classes of 

industry in this way, through the South African customs tariff, contributed 

greatly to the development of local industries. 

The granting of rebates, along with keeping duties on capital 

goods lov, precluded the necessity for extending high protective duties, 

especially when we bear in mind that the moderate level of protective 

tariffs, particularly during the period 1925 to 1939, was assisted by the prac­

tice···of, imposing dumping duties. Such duties were indiacriminately applied 

to an extent that would not be possible today, under the provisions of the 

General Agreement on Tariffs and Trade. At the outbreak of the World War II, 

there was a large range of commodities, imported from different countries, 

which were subject to dumping duties of one kind or another. This was, 

however, rectified during the war. ~t is generally believed that there is 

no country where dumping duties are so expeditiously and effective1y 

applied as in South Africa. 

Although the customs tariff contributed to the development and 

expansion of industri~s, in respect of which a nucleus existed in 1925, 

during 1925 to 1939, it failed to stimulate others. Among these were 

capital intensive industries. The reason for this lies in the then pol:J.cy 

of the Board of Trade and Industries which extended suspended duties 

only after the factory was erected. Not many prospective manufacturers 

were willing to take the risk of establlshing an industry which may not be 

able to stand competition during the period of establishment. 

Early in the war the Governmentadopted the policy of giving 

an assurance in advance that customs tariff protection underc1ear1y 

defined conditions would be granted to specific essential industries. 

r 
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Among these conditions weres 5 

(a) That the industry is actually in operation and is technically 

in a position to satisfy the country's requirementsct'a parti-

cular commodity up to at least 50%; 

(b) The commodity should measure up to its priee; 

(c) That the Board should satisfy itself that all other requirements 

including the ,prospects of the industry are satisfactory. 

After the war, the Government empowered the Minister: 

with the right to impose on recommendation of the Board of Trade 
and Industries, temporary special duties on goods which were of 
a class or kind produced in South' !frica, if he was satisfied that 
such goods had been or were being or were likely to be exported 
to South !frica at an export priee and 'in quantities which could 
seriously p~judice the production or manufacture of goods of 
that class or kind in South Africa. 6 

The temporary special dut Y together with any other duties payable, 

excepting dumping duties and certain other discriminatory duties, could 

not exceed fifty per cent of the current domestic value in the country 

of export. 7 

In order to combat disruptive competition from low wage 

countries, which vere not entitled to themost-favoured-nation treatment, 

special provision ws made in the customs Act in 1950 to empower the 

5Ibid., p. 116. Specifie essential industries comprised agricultural 
implements, electric motors, spinning and weaving, pulp and paper and 
certain chemicals. This policy found more general application after the 
war and in particular during more recent years. The Board also carr les 
out investigations on incomplete information to aid would-be,investors. 

6 
.!È.!!!., p. 117. 

7This limitation was later removed and the provision of such temporary 
special, duties was seldom used. It vas regarded as an emergency measure. 
cf. n!!!. 
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Minister to impose, on the Board's recommendation, special duties in the 

maximum column in cases where the dut Y could be levied, together with 

other duties. This vas not to exceed the extent of 100 per cent of the 

8 current domestic value. Finall~ in 1955, the Minister was invested vith 

further special powers: where he had reason to believe that goods of a 

. class or kind produced in South Africa had been or vere being: or were 

likely to be exported to South Arrica at a price which in hie opinion 

vas belov a reasonable priee for such goods, to impose a special duty. 

This vas a device calculated to combat end-of-season and close-out sales. 

AlI these respective provisions in the Customs Act (empovering 

the Minister to impose the three categories of special duties) vere 

subsequen·~ly repealed when the Minister-was empovered to impose any dut Y 

on imports from any country in order to give effect to any recommendations 

of the Board of Trade and Industries. 

It is Norval's contention that "in the Board's experience 

the average level of tarif! protection _.f'·ound to be adequate seldom went 

beyond 20 per cent, except on imports trom countriea tal+ing under the 

maximum column of the tariff in which case it is almost treble that 

figure •• 9 

It vould seem that the comparatively lov level of duties was 

a result of rebate duties on inputs, and the effective use of dumping 

duties. The powers of the Minister and the Board of Trade acted as 

deterrents against injurious imports. Furthermore, advanee· commitment 

to protect induatties has had the effect of leading them on, often vith 

8Ibid • 

9 ~., p. 119. 
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little, or no actual protection. 

The main instrument of protection used by the South African 

Government has been custom tarif'f5 .. applied on an ad valorem baeiil: or on 

a specifie basie (i.e. ~ levy made on a unit orweight baeie). No ~tib-

ventions are paid, nor is the~e any control of imports by licensing 

'except in the case of a numbèr of agricultural products. Apart from these, 

the c.i.f. scheme is applicable to ironand steel products and agricultural 

implements. If commodities falling under these groups are imported at less 

than average warld priees, then a dut Y equal to the difference is imposed. 

This scheme has not been in operation since the Second World War, and the 

agricultural implements are now being protected on an ad valorem basis. 

In summary, the following objectives would seem to underlie the 

protection policy of the South African Government: lO 

(a) the maximum industrial development commensurate wi th economic 

resources of the country and vith sound business principles; 

(b) the desire to attract to South Africa capital and 'know-hov' 

skills from abroad; 

(c) the freedom to establish factories within any industrial area 

within the general framework of the country's laws; 

(d) the granting of adequate customs tariff protection on the 

recommandation of the Board of Trade and Industries; 

(e) the preparedness to grant assurances in advance of protection on 

acceptable industrial propositions submitted to the Board of 

Trade and Industries; 

(f) concessions to import, under rebate dut Y on recommendation of 

the Board, essential raw materials not procurable in the country; 

10 
.ill,g., p. 124. 
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(g) the deter.mination to protect all local industries against 

every form of disruptive competition through the ~position of 

dusnpillg, duties as expeditiously as possible. 

It is within this goneral framework that trade developments.can 

be understood during the period 1925 to 1950. Significant influences vere 

the 1930 depressions, the Second Wor1d War and the post-war conditions. 

For this .reason the period can be roughly divided into three: 

(a) the period of recovery from the Great Depression up to the 

slight recession of 1937, and the upsving fostered by the rearmament 

race of 1938-39; 

Cb) the war years from 1939 to 1945; 

(c) the immediate post-var years up to the imposition of quantitative 

import controls of 1948. . 

We shal1 briefly examine the three periods mentioned above 

including the period prior to the depression. 

AceDrding to a report of the Customs Tariff Commission of 193911 

as eited by G. Marais,12 the increases in the rate of growth in manufaeturing 

industries eould be ascribed to the po1icy of protection followed by the 

Government during the period 1925 to 1939. During the period 1930 to 1939, 

output increased by 38 per cent.13 Accordingly, the ou~put of private 

manufaeturing industries increased tram t33.5 million in 1925/26 to 

s:79.9 million in 1938 to 1939. The increase in the'value of ra\( materials 

11 
G. Marais, ftTariff Protection industria1ization and the Balance of 

payments 1925-1939,· South African Journal of Economies, XXVIII (March, 1960), 
l, p. 59. 

l~he Commission vas set up to explore the effects ôf the protection 
policy on the econamy. 

13 Marais, op. cit., p. 59. 
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imported was accompanied by a decline in the value of imports of certain 

finished commodities. Table 9 shows these changes. 

The development of import-competing industries resulted in a 

decline in the value of importa of the manuf&etured foodstuffs, liquor and 

tobacco as a percentage of the total value of imports of merchandise, from 

5.2 per cent in 1928 to 3.5 per cent in 1939, and the value of imports of 

textile manufacturera, as a percentage of the total value of imports, 

declined from 15.6 per cent to 12.0 per cent during the sarne periode 

Industrial development resulted also in an increaae in the value 

of imports of capital equipment. The value of importa of industrial machinery 

rose from f997,479 in 1925 to an average of EJ.7 million in the period 

1937-:39.14 

TABLE 9 

COMPARISON OF IMPOR1'S OF CERl'AIN RAW }!~TERIAIS AND OF FINISHED 

PRODUCTS MANUF ACTURED FROM THœE MATERIAIS 

(1925 - 1939) 

Commodity 1925 1939 
i: i: 

Leather in pieoe 260,037 685,173 

Footwear 1,029,787 442,889 

Rubber manufactured 10,258 735,930 

Rubber, fab. 818,7:39 642,674 

Wood unmanufactured 1,595,512 2,377,503 

Furniture 101,264 127,637 

Paper 958,777 2,192,067 

Books, publicat iOTHJ 917,709 1,324,015 

Source: G. Marais, South African Journal of Economica,IXIIII 
(MarCh, 1960), l, p. 59 (Table II). -

14Ibid ., p. 60. 
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It is Marais t contention that the growth in the manufacturing 

industry caused a large increase in the total volume of imports, because 

it resulted in rising incomes. The fol1owing seems aven to suggest an 

income elasticity of damand for imports greater than unit y: 

The high income elasticity of demand for imports resulted 
in a considerable rise in the volume index of imports from 100 
in 1925 to 200 in 1937, in relation to an increase from 100 to 
179 in the index of National Income adjusted for priee changes. 
The growth in real National Income affected the demands for 
durable consumer goods. Thus the imports of Motor Vehicles 
increased from E4.2 million in 1925 to ES.5 mill~ in 1937 to 
1939 _ _ _ • Because of the dec1ine in value of total merchandise 
exports from E,40 million in 1926 to an average of E33 million 
in 1937, an increase"in merchandise imports from t73.26 million in 
1926 to fl03.3 million in 1937. It vas left to gold exports, Which 
increased from E43 million to ES3 million in this period to 
maintain equilibrium in the Unionls balance of payments.i 5 

It will be noticed that the propensity to import has remained 

relatively high throughout the relevant periode This can be traced to 

the demands of industria1ization. 

Before considering salient features of South Africafs trade as 

appeared in Kellyfs study16 on South !frica's trade between 1933 to 1953, 

it may be advisable to bear the following in mindl 

(a) The free inter change of goods between three Protectorates of 

Basutoland, Bechuanaland and Swaziland, and the Union of South 

Africa m.eans that the South African import figures published by 

the Customs Department include goods imported into the protec-

torates from outside South !frica and South African export 

statistics exclude exports to these territories. To the extent 

that protectorates have commorcial intercourse vith the Union 

15 ill§'-, pp- 60-61. 
16 

T.H. Kelly~~ "South Africa's Foreign Trade 1933-53," South African 
Journal of Economies, XXII (March, 1954), l, pp. 73-90. 
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and with the rest of the outside vorld, official statistica 

of the Union of South Africa's imports and exporta are 

allghtly inaccurate. 

(b) A further dlfficulty arisea from Cuatoms Department la practice 

of keeping separate records of imports of Government stores. 

Details of these were not published during the var years 

thougà;:. ~he annual aggregates were disclosed after the war. 

For similar reasons of security, no statistics of ships' 

bunkers of wool shipments were included in the war-time export 

statistics, though the yearlytotals vere subsequently made 

available. These omissions prevent the presentation of a 

completely accurate picture of the direction of trade during 

the war. 

A problem arises in connection with the handling and treatment 

of gold. It has always been hard to decide whether to treat exports of 

gold as merchandise or as pay.ments abroad of international money. A large 

gold producer like South Africa is not quite in the same position as a 

country vhich regards gold only as a banking reserve. Up to 1939, the 

Customs Department viewed gold bullion exports as merchandise exports. 

Fortunately it ls possible to use a series on sales of gold to parties 

outside the Union, estimated by the Reserve Bank. These have been used 

in the outline below, and they include earmarked gold. 

A complicating factor emerged since 1949 when the International 

Monetary Fund gave permission for export of considerable quantities of 

semi-processed gold and of articles manufactured from gold. Though 

strictly not monetary gold in the ordinary sense in the circumstances, 

these exports can scarcely be traated legittmately as normal "marchandise.ft 

Il' 
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Notwithstanding their sale at a premium above the official monetary 

parity, and the assurances given by the Governor of the South African 

Reserve Bank that semi-processed gold exports vere for non-monetary 

use only, they are best linked with aIl other goods and commodities. The 

values of prooessed and semi-processed gold used in this study were 

furnished by the Reserve Bank of South Africa. They refer to sales of 

gold and therefore differ fromactual physical exports, as recorded by 1Iihe 

Customs Department. 

Table 10 shows the values of merchandise exports17 (inclusive 

of shipsf stores and re-exports, but exclusive of gold), aIl exports 

(inclusive of gold) and Merchandise Imports (including imports of Govern­

ment stores and imports of goods subsequently re-exported~ from 1929 - 1952. 

The series commences with figures for 1929 (which was a peak 

year) in order to show the effect of the great depression o~ the value 

of both imports and exports. The cushioning of gold exports is apparent. 

Whilst the value of merchandise imports and merchandise exports fell by 

60 par cent or more below the 1929 figures, aIl exportsCtDelusive of gold) 

fell by about 30 par cent. 

The yeer 1933 marked the beginning of a recovery which carried 

imports to a new peak in 1937. But whereas aIl exports in 1937 greatly 

exceeded the 1929 figure, exports of products other than gold had reached 

by that date only about two-thirds of their pre-depres,sion level. 

17 Values of imports are f.o.b. in country of despatch, therefore do 
not include the cost of transferring the goods to South Africa. Export 
values are f.o.b. 
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Year 

1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 
1947 
1948 
1949 
1950 
1951 
1952 

103. 

TABLE 10 

SOUTH !FRICA 's TRADE BALANCE INDICATIlli THE 

ROLE OF GOLD EXPœ.TS 

(1929 - 1952) 

Merchandise 
Exports All Exports Merchandise All Exports 

( exel. Gold) ( incle Go1d) Imports less Imports 

t millions t millions t millions t millions 

62.0 97.9 83.5 +14.4 
46.3 83.4 64.6 +18.8 
32.8 71.8 53.0 +18.8 
21.4 69.9 32.8 ":;'7.1 
25.5 95.4 . 49.3 -Mb.1 
26.0 82.2 66.3 +15.9 
30.9 102.4 75.,3 +27.1 
32.4 115.2 86.3 +28.9 
42.6 125.5 103.4 +22.1 
35.3 104.7 95.6 9.1 
34.1 125.5 91.3 +34.2 
42.6 133.0 105.1 +27.9 
49.8 169.7 121.6 +47.1 
58.5 113.5 116.3 + 2.8 
52.9 142.9 106.9 +36.0 
77.1 155.3 102.7 +52.6 
77.5 157.1 112.4 +44.7 
97.6 193.1 215.1 -22.0 

104.7 246.0 300·4 -54.4 
136.7 298.8 353.5 -54.7 
146.8 346.9 315.2 -31.7 
218.2 340.1 306.9 +33.2 
281.7 434.0 470 .. 1 -36.1 
267.7 426.6 420.1 + 6.5 

So~t Union's Customs and Excise Department as a!"~_anged by 
T.H. Kelly, ·South Afr1can Foreign Trade 1933-53,· 
South Afr1can Journal of Economies, XXII (March, 1954), 
l, p.-75. 

The war years gave considerable impetus to marchandise exports, 

but after 1941 imports fell owing largely to shipping difficulties. In 

the immediate post-war years the rush to satisty the pent-up demands 

for foreign goods, reinforced by r1sing priees sent imports soaring 
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to .t353 million in 1948. At that juncture, exchange rationing and 

quantitative controls were applied to protect gold and exchange reserves. 

The Korean War emergency reinforced the trend of rising priees. This, 

together with some relazations, of import controls aIl combined to push 

imports to the record figure of .t470 million in 1951. Imposition of 

import control was partly responsible for cutting the amount of 

imports to ,t420 million in the following year. 

Merchandise exports in 1952 were about eleven times their value 

in 1933 and about eight tiIœs their value in 1938. South !fri,ca te merchan­

dise exports have for many years fallen short of the country'; merchandise 

imports. This ~ap was widening from 1933 to 1941, but had nar.rowed again 

by the end of the war. The deficit occasioned no serious problem as 

long as gold exports more than covered it to permit the financ,ing of 

marohandise imports and to leave a surplus to meet current inv.isible 
. 

imports, and dividends, interest and capital redemption paymen:t,s. Except 

in 1942, such a surplus was available every year until the end. of the war.18 

The situation underwent an appreciable change after 1945. Wherea::. 

marchandise exports and gold exports expamed l'espectively,. merchandise 
. . 

imports outstripped their combined total. The familiar surplua appeared 

only in 1950, when imports had been severely re~tricted by import controls, 

and again slightly in 1952. In the first few years after the war this 

unwelcome deficit ws more than made good by capital imports, but when 

capital imports taUeèl ,?ff the strain became really acute. The period 

covered above closed, with exports of merchandise and gold combined only 

18.rhe slight deficit in 1942 was most likely caused by postponed ship­
ments of gold owing to shipping difficulties. Gold wes actually accumulating 
in South !frica in later years of the war. 
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Just about balancing merchandise imports, leaving little or nothing 

for meeting commitments on capital account and the cost of other 

invisibles. 

The changing.position of gold can be shown in another way, 

however, as Table 11 indicates. Here gold is expressed as a percentage 

of all exports. Before the var that percentage was roughly 70 par cent. 

In the later var years, this had fallen to around 50 par cent. It 

increased to nearly 60 per cent by 1949, but in the early part of the 

fifties, i t began a downward trend reaching 35 per cent in 1951. 

TABLE 11 

CHANGING POSITION OF GOLD 

Year Percentage Year Percentage 

1929 37 1941 79 
1930 44 1942 48 
1931 54 1943 63 
1932 69 1944 50 
1933 73 1945 51 
1934 68 1946 49 
1935 70 1947 57 
1936 72 1948 54 
1937 66 1949 58 
1938 70 1950 36 
1939 73 1951 35 
1940 68 1952 37 

Source: T.H. Kelly, South African Journal of Economies, XXII 
(March, ~954), p. 82. 

The above is not surprising when we compare it with Table 12 

showing the percentage composition of marchandise exports excluding gold. 
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TABLE 12 

PERCENl'AGE COMPOSTION OF MERCHANDISE EXPORTê 

(excluding Gold) 

Animals & 
Year' Animal Products of Products of Mines Other 

Produots Land Articles 

1930 38.7 26.1 28.9 6.3 
1931 37.3 25.4 29.1 8.2 
1932 44.2 29.9 20.1 5.8 
1933 49.0 25.1 18.7 7.2 
1934 42.8 27.9 22.3 7.0 
1935 43.7 29.2 21.1 6.0 
1936 46.5 22.7 23.2 7.6 
1937 41.9 31.7 18.0 7.4 
1938 39.1 30.4 21.9 8.6 
1939 34.3 36.3 20.0 9.4 
1940-44 

(average) 24.6 22.8 25.2 27.4 
1945 
1946 
1947 
1948 
1949 
1950 

20.2 19.5 27.7 32.6 
40.4 14.3 26.2 19.1 
33.5 19.6 26.2 20.7 
34.8 25.5 20.7 19.0 
33.7 18.9 28.6 18.8 
34.5 12.9 37.1 15.5 

Source: Bureau of Census and Statistics as adapted by 
T.H. Kelly, South African Journal of Economies, XXII 
(March, 1954), p. 84. 

This table shows clearly the increase (from 1940 to 1950) in the 

proportion of other (i.e. manufactured) articles during the var years. 

There was in addition large-soa1e storage of vool in the Union. A1though the 

resumption of waal exports on the customary scale after the war meant tbat 

manufacturers were unable to account for as high a proportion of exports 

as during the var yeats, they have, neverthe1ess, made a considerable advance 

over their pre-war statua. It is the writer 's contention that the rise 

in percentage export of the manufacturing sector vas bought at the cost 

of serious balance of payments vhich characterised the end of the period 

f . 

l ',~ 
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discussed above. This point will be deve10ped further in the next chapter. 

The United Kingdom has always been a principal source of imports 

for South Africa, though towards the end of the period, name1y 1948-49, 

there was an appreciab1e decline in South Africa1s trading relations 

vith this country. The fact is illustrated by Table 13 below. 

TABLE 13 

PERCENl'AGE OF MERCHANDISE IMPORTS BY COUNl'RY OF ORIGIN 

Year U.K. Rest of Common- U.S.A. Other Countries 
wealth 

1933 50.3 9.9 12.2 27.6 
1934 48.7 10.3 16.3 24.7 
1935 48.6 9.7 16.9 24.8 
1936 46.3 9.4 18.7 25.6 

C 1937 42.6 9.4 19.5 28.5 
1938 43.2 10.1 17.4 29.3 
1939 41.6 12.3 19.1 27.0 
1940*' 35.9 19.9 24.4 19.8 
1941* 29.5 20.1 38.0 12.4 
191.2* 38.0 25.1 19.8 17.1 
1943*' 24.2 24.6 15.6 35.6 
1944* 23.0 24.2 17.6 35.2 
1945 33.2 21.9 27.7 17.2 
1946 34.4 16.9 26.4 22.3 
1947 31.2 13.0 35.0 20.8 
1948 33.4 ·13.3 34.7 18.6 
1949 41.7 15.9 25.8 16.6 
1950 41.2 15.8 16.0 27.0 
1951 35.4 15.8 19.4 29.4 
1952 34.9 16.3 20.8 28.0 

.. Source: T.H. Kelly, South Afriean Journal of Economies, XXII 
(March, 1954), l, p. 85. 

* Exeluding Government Stores. and Specie. 

The other members of the British Commonwealth, taken together, 

r have improved their relative position. In the period of recovery from the 
,~ 

Great Depression, about 10 per cent came from these and other BrHish 
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dependencies~ During the var, South Africa became much more dependent 

on them as sources of supply, obtaining then (apart trom Government stores) as 

much as a quarter, by value, trom them. The proportion fell in the 

period of heavy b~ing from the United States of'Americâ just after the 

war and by l'50it vas about 16 per cent. Nevertheless, the other parts 

ot the Commonwealth have not compensated for the fall in the United 

Kingdom1s share. Whereas in 1933 the proportion of the value of imports 

procured trom all the British Commonwealth countries vas as bigh as 

60 per cent, it vas by 1948 only 46.7 par cent and has barely exceeded 

50 per cent sinoe. 

From Table 12 it vould appear that ,the United states has, next 

to the United K!ngdam, been:the largest in~ividual supplier of South Africa1s 

needs. The share of the United states vas 'on an upward trend from 1933 to 

the outbreak of' the var, increasing !rom ~ per cent to i9 per oent. The 

first tvo years of the war saw the proport~on double itself (i.e. in 1940 it 1 
ws 24.4, increasing to 38 per cent in 1941). Later in the var, presumably 

as South Arrica turned to other sources of supply, the U.S. proportion 

receded to a percentage comparable to pre-war years only to rise again 

between 1944 to 1947 from 27 per cent to 35 per cent as shown on Table 13. 

The proportion flowing from all other sourc~s bas remained 

constant around 28 per cent for the period covered except for 1943 and 1944 

when it increased to 35 per cent. This, Kelly ascribes to heavy diversion of 

purohases tram South American countries, 'especially Argentina and Brazil.19 

19: T~H. Kelly, op. cit., p. 86. 
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With respect to exports a similar pattern emerges. Table 14 

shows the relative importance of Br.1tain and other Commonwealth countries, 

the U.S. and other countiies in relation to South Afrioa~s marchandise 

export trade. Table 14 is distorted far the years 1940-1944 by the 

omission of values of wool exports, details of destination which were not 

published by the Customs Department. The following points are nonetheless 

significant. Whereas before the war the United Kingdom took about 

40 per cent of South Africa's exports, the proportion since the var has 

been little more than a quarter. Other parts of the Commonwealth taken 

together increased their share fram an average of about 15 per cent to 

about 25 per cent, the proportion has remained steady at about 20 per cent 

and compared vith 50 to 60 per cent before the war. The increasing impor-

tance of parts of the Commonwealth other than Britain is partly explained 

by the then groving trade with other British countries in !frica, eapecially 

Southern Rhodesia. 

Theae are the countries which constitute the main market for 

exports of South Africa ts manufactures. The U.S. pre-war percentage ws 

less than 3. During the var, however, this percentage increased stibstantially 

to about 19 per cent as shown in Table 14. This was to be expected, as 

large European countries were cut off trom supplies. As soon as they were 

able to demand South African produce after 1947, American percentage 

declined, but it was still about tvice as much as before the war in 1948, 

1949 and 1950. Exports to other non-British countries, at about 45 per cent 

of the total, vere still higher in relative magnitude than they vere before 

the war. Apart from 1941, vhen the United States vas the principal b~er 

and supplier of South !frica, the United Kingdom has always been the leading 

market. The relative positions of other countries have, during the 
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period 1925 to 1950, not fo11owed a stable pattern. The opening of the 

year 1950 was, thus, a period of a growing manufacturing sector causing 

pressures on the foreign exahange reserves. This will be our nen 

consideration. 

'l'ABLE 14 

PERCENl'AGE COMPOSITION OF EXPORrS BY COUNTR~ OF DESTINATION 

{1932 - 1952}* 

Year U.K. Rest of Commonwealth U.S.A. Other:Countries 

1932 42.6 15.7 1.8 39.9 
1933 38.0 14.5 3.2 44.3 
1934 41.2 14.9 2.5 41.4 

(- 1935 42.6 13.0 2.3 42.1 
1936 41.0 12.0 3.8 43.2 
1937 39.5 13.1 3.5 43.9 
1938 39.6 15.0 2.7 42.7 
1939 40.9 17.5 8.5 33.1 

/ 1940** 52.2 27.4 11.2 9.2 
1941** 32.2 37~6 19.3 9.9 
1942** 27.5 37.9 17.4 17.2 
1943** 24.4 41.1 10.9 23.6 
1944** 23.6 37.7 5.5 33.2 
1945 24.6 36.1 14.6 24.7 
1946 20.3 21.4 19.9 38.4 
1947 30.7 26.9 11.8 30.6 
1948 28.3 25.3 7.4 39.0 
1949 25.9 24.3 7.7 42.1 
1950 26.5 20.0 8,8 44.7 
1951 24.4 20.3 10.8 44.5 
1952 27.2 20~9 6.8 45.1 

Source a T.H. Kelly, South African Journal of Economies, XXII 
(March, 1954), l, p. 88. 

* Re-export 
H Exc1uding exports of woo1. 

... ,. 
~ . 

...... 
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CHAPTDt V 

SOU'l'H AFRICAN mADE DEVELOPMENTS IN THE 1950 l s 

Given the trends as indicated in the previous chapter, the 

experience of the South African economy in the 50's merely emphasized 

South Africal.s growing appetite for imports. Gold continued te play a 

significant role in financing growth during this period as Table 15 shows. 

~ 

1951 
1952 
1953 
1954 
1955 

Source: 

TABLE 15 

SOurB AFRICAN BALA~E OF TRADE 

(excluding gold bullion) 

In favour of S. Africa Against S. Africa 

tl23,'i67,619 
E 31,165,889 
t 85,746,444 
El21,S54,941 
El12,007,851 

Union of South Africa, Foreign Trade statistics 
(Annual Estimates Department of Customs and Excise) 
(Pretoria: Government Printer, 1951-1955 j. 

By way of illustration Table 15 shows, in value terms, the trade 

deficit that South !frica had te finance with gold exports. An examination 

of later years as shown in the Appendix clearly indicates that excluding 

gold bullion, trade balance vas against South !frica by an average of not 

less than i:l.OO million par annum throughout the decada. In 1958, as a 

result of the relaxation of import controls, the disparity became large 

enough to cause concerne The relaxations in import control vere instituted 

in 1951 with the hepe that the South African economy vould, by then, be 

able to withstand foreign competition, after having enjoyed a relatively 

III 
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protected market for twenty-five years. This was not to be the, case $s:,vill 

become increasingly clear as we prooeed. This decade is signifioant to the 

degree that it provides a period during which the protective po11~ of the 

government could be put to a test. 

For the sake of simplification, the South African foreign sector 

ms.y be examined within the framework of the Department of Customs and Excise. 

This department divided both exports and imports into thirteen classes. 

Since facility will be achieved by referring to the commodities involved 

by class, these will be set üp in the manner they appear in most of the 
'1 

trade statistics of the coUntry. 

Class l (a), (b) and (c) ,.:oo~1sts of agricultural and pastoral products. 

Class l (d) consists of foodstur~s. 

Class II Ales, spirits, .vdnes and '!Jeverages. 

Class III: Tobacco. 

Class IV : Consists of fibre.a, yarns, textiles and apparel-vessels. Il 
nass V : Consists of matals, metal manufactures, machinery and vehicles_l 

Class VI : Minerals, earthenware and glassware. 

Class VII: ails, waxes, resin,paints and vehicles. 

Class VIII: Drugs, chemicals and fertilizers. 

Class IX 1 Leather and rubber manuractures~ 

Class X : Wood, oane wioker and manufactures thereof~ 

Class XI 1 Books, paper and stationery. 

Class XII: Jewallery, ttme-pieces and musical instruments. 

Class XlIII Misoellaneous.' 

~he Appendix shows totais of all these classes and specifically 
excludes gold bullion. 
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Conaerning Class l (a), (b) and (a), South !friaa vas a net 

exporter of these products with a aonsiderable margin of roughly t70 million 

in exaess of imports per annum. Clas s l (d) had a similar position plaaing 

the whole alass into a category of a powerful source of foreign reserve. 

Class I~ began the deaade as a net exporter. With the exception 

of 1957 when this exoess of exports over imports ws as low as i900,2h4, it 

has maintained this position throughout the decade. 

Class III began the deaade as a net importer with the exaeption 

of 1952, when exports exceeded imports by ES,760. This exaess of exports 

aontinued into the following year. It amounted to ~,422 in 1953. The 

reversal of this trend took plaae in 1954 when the alass had an export sur-

plus of only n93,377 to be followed in 1955 by an import surplus of 

El, 566, 727. Thus between 1955 up to 1960 South Afriaa vas a net importer 

of tobacao. 

Class IV emerged as a considerable aonsumer of foreign exchange. 

This consumption ranged from 5:60 million in 1950 to n26 million in 1951 

ooth extreme years. This disparity persisted throughout the deaade. The 

average net oonsumption of foreign exahange par annum ws roughly about 

E91 million. 

Class V, like Class IV, vas an overall aonsumer of foreign exchange. 

An annual surplus of imports over exports vas fl17. 7 million for the whole 

deaade. In 1957 and 1958 the excess reaahed a peak of E124 million and 

El64 million respectively. 

Cass vI' vas an overall net exporter, vith an annual earning 

power of approximately 1b.7 millions in foreign exchange. This earning 

power improved in the latter hall of the decade, vhen it reached an annual 
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average of f19.4 millions. It was these five years that raised the 

dacade's average to the fl6.7 million mark. 

Class VII,on the other hand, vas a~net importer with an annual 

deficit of E4l.7 million over the 10 years. This deficit seems to have 

remained stable during the years 1950 to 1960. 

Class VIII vas another net importero It bagan the decade vith an 

import surplus of about E5 million in 1950. This doubled in 1951 and 

declined to f9 million in 1953, only to rise the following year to tl2 million. 

This rise continued to the end of the decade, giving an average annual 

trade deficit of f15.3 million over the ten years. 

Class IX. X and XIemerged as net importers with annual averages­

of tS-7 million, Ell.7 million and f16.7 million respectively. 

Class XII vas a net exporter vith an annual average of fl7.3 million. 

hovever, not available. 

Class XIII vas another net· importer with an annual average of 

f9.4 million over the years 1951 to 1960. 

Thus Class l vith an average contribution of tl32.9 million par 

annmn toforeign exchange, stands second only to 'o~d as a subsid1ler of 

the South African economy. Out of the thirteen classes considered above, 

only four vere net exportèrs. It should be clear that these four classes 

vith the exception of Class III (consisting ofj~llery, time-pieces and 

musical instruments) were'primary products and/or simple processed 

materials lime preserved foods, vool, sugar, ete. The picture which thus 

! 
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,emarges is that of South Afrioa as being predominantly a producer of 

primary products. 

For the entire period, gold helped to subsidize the trade deficit 

incurred by the process of development. Considering the fact that South 

Africa is not an agrioultural country (vith only 15 par cent of arable 

land, poor rainfall and other accompanying weaknesses already discussed 

in the earlier part of this study) it becoJœs clear that this sector of the 

economy deserves muoh more attention than it has hitharto received. Gold 

remains a wasting asset. This fact, therefore, should underlia the importance 

of improving general productivity in the manufacturing sector of the econ~. 

Before considering the review statements issued by the Governor 

or the South African Reserve Bank for the light which they may cast on 

developments within the fifties, it is necessary to indicate the importance 

of foreign investment for the continuing growth of the South African 

economy, and the direction of trade. 

In general, an exami nation of the role of foreign investment 

is important. Foreign investment is orten a cause of much miaw:derstanding 

in various countries. Some underdeveloped countries regard foreign 

investment as an instrument of foreign control of their economy. Some 

countries regard it purely as a supplement to domestic savings.2 In South 

!frica, a similar misunderstanding vas expressed by some leading officials.3 

The depth and breadth of this misunderstanding derived its support trom 

2rhis fact becomea even more pertinent when some highly placed officials, 
who should know, claim that South !frica can enjoy a high rate of growth without 
foreign investment--cf. Digest of South Af'rican Affairs (Pretoria). Dec. 18, 
1961, p. 4 and South African Scopa (New York), August - S,ptember, 1960, p. 6. 

3i.e. Chairman of Industrial Development Corporation or South !frica 
declared that RDevelopment should, if necessary, be financed from the Union's 
own resources •••• n cf. South African Scope (New York), August - September, 
1960, p. 6. 
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statistics of financing of investment in South Af'rica, as shown in 

Table 16. 

TABLE 16 

SOUTH AFRICAI FINAIDING OF I~TMENr, SELIDrED YEARS* 

(millions of rand;a per cent of Total) 

1953 1955 1957 ITEM Value per cent Và1ue per cent Value Per cent 

Personal Savings 242 

Corporate Savings 140 

Current Surplus 
of Public Authori- 110 
ties 

Depreciation 
Allowance 222 

Gross Domestic 
Savings '714 

Net Foreign 
Borrowings 162 

Gross Capital 
Formation 876 

28 

16 

.12 

25 

81 

19 

100 

72 

126 

334 

928 

90 

1018 

39 

7 

12 

33 

91 

9 

100 

368 

134 

136 

392 

1030 

26 

1056 

35 

13 

13 

37 

98 

2 

100 

*Source: United Nations, Department of Economic and Social Affairs, 
Economic Survey of South Africa Since 1950 (New York, 1959), 
p. 215. 

&aand - m.; sterling. 

Table 16 shows that during the selected years 1953, 1955 and 1957, 

South !frica experienced a relatively high rate of internal savings. Such 

a situation can lead to a general feeling that an economy' can grow without 

undue reliance on foreign investment. S.S. Brand 's4 study of the 

45.s. Brand, "Economic growth 'and the extern~l balance in South Africa,· 
South African Journal of Economics, XXX (December, 1962), 4, p. 301. 
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South Afrioan economy reveals that in the case of South !frica, such a 

feeling vas not justified. Brand contends that levels of investment sucb 

as those shawn in Table 16 are export measurements and, therefore, do not 

necessarily indicate e~nte requirements'of capital, foreign or domestic, 

for financing a desir~ble growth rate. The conclusion from these data, 

that South !frica can finance a def~ite growth rate without a net capital 

inflow from abroad, reveals an incomplete appreciation of the role or 
foreign capital in a developing econo~.5 

The balance of pay.ments problems of developing economies Iresult 

from a specifie input-output unbalances and disproportionalities that arise 

in the course o~ growth rather than from the usually assumed grand imbalance 

between the investment required for attaining a certain grGWth rate and 

domestic savings.W6 From this vievpoint, in addition to supplementing or 

perhaps substituting for domestic savings, foreign capital inflows have 

also another function. This is the financing of imported capital goods, 

processed intermediate goods and raw materials essential in the development 

or the grûWing sectors of the economy. 

The above argument is further re-enforced by Brandis contention 

expressed :in the following: 

The more aimple view of foreign capital as a mere supplement to 
domestic saving co~tains the implicit assumption that there is 
free substitutability between domestically, produced capit'al 
goods, intermédiate goods, raw materials and consumer goods, 
and those 1mported fram abroad. In other vords, it implicitly 
assumes that, . say an increase in domestic investment can be 
realized aither by increasing domestic production of capital 
goods, or by increasing imports of similar capital goods from 
abroad, the Choice being made on the basis of cost or quality 
differentials, and perhaps the availability of foreign exchange. 

5Ibid• 

6Albert O. Hirschman, The, StrategY of Economie Development (New Havenl 
Yale University Press, 1961), p. 169. 
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This choice~is, however, not open to an industrially leas 
advanced econamy, or one in which what industrialization there 
haa been, has been concentrated in final consumer gooda 
industriea rather than in basic industries vith strong forward 
linkage. In such an economy, an increment of investment can be 
realized only by increase'in imports of capital goods, or at 
beat by increases of both importa and damestic production of 
capital goods in fairly fixed proportions. It is thus easily 
conceivable that a ahortage of foreign.exchange to finance 

_ these additionsl importa may inhibit capital formation even 
at a high rate of domestic savings., 7 . 

118. 

It follows, therefore, that in adeveloping country, the level 

of investment may be limited by theability to import capital goods, 

'rather than by the rate of aavings. This, however, should not distract from 

the importance of dome~tic savings, no matter where it is derived. The 

additionsl import capacity provided by an increase in foreign exchange 

availability can only be tranalated into capital formation if accompanied 

by the act of domeatic saving. This point was made by Ragnar Nurkse in 

his discussion of finsncing of capital formation in underdeveloped 

countries, though pe~haps without an equal emphasis on the function of 

foreign exchange.8 

To explain South Africa's increasing dependence on foreign trade, 

va may employ Brand 's approach. He examines the structure of tht':South 

African econoInJ in relation to the balance of payments. This is shawn 

in Table 17 below. The value of metal products, machinery and transport 

equipment produced in South Africa ia shawn in relati~n to the total net 

output of manufacturing; presumably tp give a rough indication of the 

relative growth of Whardware" industries in the country. 

7 Brand, ,op. cit., p. )02. 

~agnar Nurkse, Problems of Capital Formation in Underdeveloped Countries 
(London: Oxford University Press, 1955), p. 88. 
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TABLE 17 

SOUTH AFRICA: COMPOSITION OF NE!' OŒPUT OF MANUFAGTURING 

tN SELreTED YEARS* 

Year 

1924-25 
19.34-35 
1944-45 
1954-55 

" 

(per cent of the Total) 

Metal Products: Machinery 
and Transpor~ Equipment 

17.7 
23.5 
27.6 
35.7 

AllOther 
Manufactures 

82.3 
76.5 
72.4 
64.3 

Total 
Manufactures 

100.0 
100.0 
100.0 
100.0 

*Source: Union of South !frica, Bureau of Census and Statistics 
OPretoria), Jubilee Issua, 1910-60. 

119. 

Brand contends that, despite substantial advances suggested in 

Tabla 17, South !frica has remainacl.dependant on f'oreign supplies of thesa 

goods. This he illustrates by Table 18 balow. Here, it is shown that 

a s~ilar category of goods hava increased their proportion of South 

African imports since 1925. 

TABLE 18 

SOurH AFRIGA: COMPOSITION OF IMPORTS IN SELECTED YEARS* 

(Thousand of Ra~; per cent of Total) 

Matals, Metal Manu-
Year factur~s, Marh~ery AlI Other Imports Total Imports 

and Vahicles a 
Value per cent Value Per cent Value per cent 

1925 .3J;J.J.6 25 100642 74.7 134788 100.0 
1935 51142 .34.4 97494 65.6 l48636 100.0 
1945 '55846 25.4 164072 74.6 219918 100.0 
1955(b) 30l.620 31.7 657360 68.3 961980 100.0 
1958(b) 399794 36.0 711134 64.0 110928 100.0 

(a) Exc1uding motor vehicles and parts. 
(b) lncluding South West !frica. This change in coverage does not signifi­

cantly affect the present use of data. 
*Source: S.S. Brand, 'Economic Growth and Externa1 Balance in South Africa,n 

South African Journal of Economics, XXX (Dec. 1962), 4, p. 303. 
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The data in Tables i7, and 18 suggest that the structure of 

the South African economy is such as to require heavy re1iance on imports 

of capital goods to provide the real component of domestic investment. 

A table compiled by D.G. Franzsen, showing th~ composition or South 

Afriean imports, is also helpful in this respect and is partially 

reproduced below (Table 19). 

TABLE 19 

SOUTH !FRICA: IMPORTS Br COMMODITY GROUPS IN SEI.EnTED YEARSIf' 

(Thousand of Rand; Per cent of total) 

1,.9 57 1 9 58 
Commodity G:f'oup Value per cent Value per cent 

1. Finished Consumer Goode 
Perishab1e 33,028 3.0 34,172 3.1 
Other non-durable 155,868 14.2 138,346 12.4 
Durable 76,896 7.0 84,074 7.6 

2. Finished Capital. Goods 306,854 27.9 354,812 31.9 

3. Intermediate Griods 
Raw'Materials 97,972 8.9 90,764 8.2 
Processed Intermediate 

Goods 429,018 39.0 408,760 36.8 

Tl'1rALa 11092.636 100.0 111101228 100.0 

*Source: D.G. Franzsen, ·Some Âspeots of the Union's post war EXperience," 
Growth and Stabi1itl in a DeveloEi~ Eeon0!l (Pretoria: 1960),p.21. 

The data in Table 19,' not only support those in previous tables 

but also show the relative importance of imports of, raw materials and 

processed intermed1&tà goods in particular, both of wich provide inputs 

for domeetic industries. 
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A detailed breakdown showing the import content of capital 

formation is not available for all sectors, but Franzsen does present 

data based on informa'tion for large mines which indicate that only 14.9 per 

cent of oapita1 goods used in the mining industry vere imported in 1956 

as against 20.4 per cent in 1946, ~.l par cent in 1939, and 58.6 par cent 

in 1930.9 The value of finished capital goods in 1957 (cf. Table 19) 

vas 29.1 per cent of the gr088 domestic capital formation in that 18ar 

(af. Table 16). With the ·figure for the mining aa low as about 15 per cent, 

it is evident that in at least some other sectors, the import content of 

capital formation must have been substantially above 30 par cent. 

Some information on the structure of South African economy vas 

10 provided recently by D.C. Krogh. Krogh, who constructed an input-output 

analysis of South African econ~, found that vith only two exceptions 

a classification of South African industries, according to the relative 

strength of forward and backward linkages, corresponds closely tothose 

made by B.B. Cheneryand Associates for the U.S.A., Italy, Japan and Norway.ll 

The relevant fact in this analysis wss the predominance in the South African 

econamy of industries with a high backward linkage.12 This predominanae 

of seators with high backward-linkage is cl08ely assoc1ated vith a he~vy 

relianae on ~~ports for supplying the necessary inputs of the economy. 

9n•G• Franz sen , .Some Aspects of the Unionls post var Experience,· 
Growth and Stability in a Developing Econo§ (Pretoria: 1960), p. 21. 

lOn.C. Krogh, wAn input-output analysis of the South African Econo~ 
1956-57,· South African. Journal of Economias, XXIX (December, 1961), 4, 
pp. 258-269. 

11 cf. Hirschman, ':stra"ùegy of Economie Development (New Haven, 19~1), 
pp. 106-107. cf. Chenery am Clark, Inter-industry Economies (New YorJ, 1959), 
p. 278. 

12Krogh, op. cit., p. 264. 

-



[ 

c 

122. 

Apart !rom the import and export olasses already discussed in 

the earlier part of this chapter, the foregoing illustration should suffiee 

to indieate South Africa's greatrelianoe on imports for her eontinued 

The implication of this peculiar structure of South Africats 

economy was thrown into sharp relief in the de cade after World 'War II. 

Brand expressing this phenomenon states thata 

The share of gross investment in National product reached an 
average of about 26 percent over the period 1946-1958~s 
compared to about 20 per cent in the upning of the 1930"'. 
At the same tilDe the relative share in grOBS investment of . 
manufacturing industries, with its high import content of . 
both capital formation and current inputs,increased to more 
than that of the mining industry, thus reducing the adequacy 
of the import financing junction of the gold mining industry 
and leading tosevere pressures on thebBlance of payments. 13 

The pressures mentioned by Brand above occurred in spite of 
14 

stibstantia1 net inflows of foreign capital. The persistent running ~own 

of gold and monetary reserves from 1946 onwards forced the authorities 

to resort to direct measures of cutting imports of consumer goods. This eut 

vas.' ·effected through the introduction of a comprehensive import licensing 

system in 1949, in terms of which preferential treatment was given to 

imports of capital goods and industrial materials.15 

Measures designed to eurb the level of domestic expendittn'e 

may be adequate in the short run but when they tue the form of cutting down 

consumer goods, they pose a danger of inflation. Cutting down d01ll9stic 

expenditure means s10wing down the rate of deve1opment. Cutting down 

on consumer goods apart from demanding corresponding deflationary policy 

. ~ 13Brand, ~p. cit., p. 3C17. Note that references mentioned above have 
demonstrated this conclusion by adopting a series of approaches which we 
need ndt enter into for the purposes of this study. 

14 '. 
ct. Brand, op. cit., Table VII, p. 307. 

15Ibid. 
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can, by no means, be regarded as a solution. It 1s on this basis that 

Brand suggests that a high rate of damestic savings ahould not deceive 

anyone but measures must be taken to restore international confidence in 

South Africa. This lack of confidence expressed it.self' by large outfiows 
16 

of foreign capital during 1960-61 after the Sharpville incident. 

Van Waasdijk, in his investigation into South Africa 1s terms of 

trade, contends that South Afrieats present concorn vith falling prices-­

apart from the concomitant decline of real incame in mining and 

agriculture-ia explained largely by the growing importance of export 

earnings in the countryts balance of payments. This is illustrated in the 

followinga 

Had our present ratios of exports, and golà output to imports, 
been the same as those 'prevailing in 1938, more concern would have 
been felt at the fall in export prices. But unlike the prewar ' 
days, when the value of gold production amoUDted to two or tbree 
times the earnings from export, the latter source of foreign 
exchange now exceeds the value of gold production by some 80 per 
cent. Bence, the movement of export priees has becomea matter 
of paramount importance to the country. 17 

In spite of the diminishing importance of gold as a major fareign 

exchange earner, its importance by now abould be fairly cleu. It may be 

said with some justification that had it not been tor gold, the South 

African manufacturing sector would have had to come to terms with problems 

of etficiency sooner than it seems likely to. Gold has provided South 

Africa vith foreign exchange to pay for its high import content, it has 

provided the revenue for BUbsidizing railways, agriculture and other 

serices. Gold bas also enabled the manufacturing industries to maintain 

16 This point will be developed later vhen we eDmine the balance of 
payments problems. 

17 
T. Van Waasdijk, "Changes in South !fricals terms of trade, 1950-1958," 

South African Journal of Economics, XXVII (June, 1959), 2, p. 119. 
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inefficiency, stemming from careless use of labour resources because the 

urgency oi' their competitiveness in the international market was miti­

gated by the ease with which they obtained imported iDp~à of capital 

goods financed trom gold mining revenue. This situation bas been further 

prolonged by the opening of the Orange Free State gold mines which are a 

continuation of the Witwatersrand rock formation. 

According ·to W.P. De Kock~8 the hbtOry of these fields dates back 

to the early days of the discovery of the Witwatersrand. With the advent 

of geophysical methods of exploration, so successfully applied by thé goll11elds 

West of Randfontein, there followed a sequence of discoveries. This, 

allied to the increased gold price in 1932, and again in 1950, changed 

gold mining in South !frica from a rapidly declining industry in the early 

thirties to a strong, rejuvenated industry, which will not reach its zenith 

for several yeara tû come. By 1951, the Fr ... state gold fields ·had 

emerged from the prospecting stege and entered the development stage. The 

first two mines were expected to commenoe produotion within a year ending 

June, 1952, and the remainder within a decade. De Kock forecasted full 

capacity produotion by 1966. The tempo with which the remaining minas 
J 

would enter the list of producers vas considered to be dependent on several 

factors of which the availability of labour suppl~es would be the most 

s~rious. 

The significance of the se mines may beassessed from the 

follouing statement by De Kockt 

Present indications are that the grade of the 13 developing minas 
in the Free State will be appreciably higher than that on the Rand 

18w.p. De look, -rhe Influence of tho Free state gold fields on the 
Union's EoonoDl1,. South African Journal of Eoonomics, XII (June, 1951), 2, p.729. 
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and even if the prospective mines are included, it is still a 
reasonable assumption that the average grade in' the Free state 
wIll be considerably higher than on the Rand. What the actual 
difference will be, can only be determined after much more 
intensive and extensive development has been accomplished. 
Tentatively, we ,can from aIl available evidence assume a grade 
of between 6.5 and 7.5 dwt., with an average of about 7 dwt. 
An esimate of the Government Mining Engineers' ~partment 
places the total gold production of the Free state at 
350,000,000 ounces, valued at t4,344,000,000. In eomparison, 

125. 

thè total gold production of the Rand to the end of 1950 amounted 
to nearly 472,000,000 ounces, but as a large proportion of this 
production was sold at 84 shillings per ounce, the net selling 
priee of the Orange Free state gold production at the current 
priee would exceed that of the total gold production of the 
Rand to date.19 

From the above, it seems selfeeevident that this enormous 

production, which represents new eurrency, would have a profound and 

lasting influence on the economy of South !frica. 

It is rather difficult to assess the contribution of these 

mines over the last deeade sinee figures isolating their contribution are 

not available. Yet their influence ean be seen fram the emerging centres 

of Welkam, whose attraction for industry and services remains a testimony 

that the Free state mines are going to play an increasingly important role 

in the growth of theeconomy. Needless to say that the 1950's experienced 

an upward trend in gold production as Table 20 below indicates. 

19 Ibid., p. 146. 
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ESTIMATEP GOI.D PRODWTIQN OF THE WORID AND THE PROPORTION 

PRODUCED BY SOmH !FRICA 

y e s'r 

1951 
1952 
195;3a 
1954 
1955 
1956 
1957 
1958 
1959 
1960 

Fine Ounces 

25,866 
26,485 
24,500 
25,900 
27,200 
28,300 
29,400 
30,300 
32,500 
33,900 

~hAfrican Percentage 

44.5 
44.6. 
48~7 
51.1 
53.7 

'56.2 
57.9 
58.3 
61.7 
63.1 

a . As fram 1953, figures exclUde U.S.S.R • 

l26. 

.§~I A.J. Norva1, 'lA Quarter of a Centur:y of IndDiFia1 Progress 
in South !frica (Capetowul Juta & CompanJ Limited, 1962), p.151. 

The Balanoe of Payments problems wnich charaeterized the 1950 ls 

are illustrated in' Table 21,. This table also underlies the ro1e of gold in 

easing othis problem. 

~.ble 22 oomp1etes the pattern of trade that was outlined 

in the previons chapter. This table indicates that the most significant 

changé in the origin of South African imports vas the rising sbare of 

Western European countriea. 

From Table 22, it 8esms clear that the United Kingdom and Western 

Europe eonstitute South Urieala œin source of f'oreign exchange. Hovever, 

it 1s also evident that South African exporta to UDderàeveloped coUDtries, 

including Rhodes1a aJlà Nyasaland, are larger than imports trom these areaa 

in peroentage terme. Bhodes1a and N.yasaland had a very stable pr.po~tion of 

I! 
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South Africa1s exports throughout the decade of the 1950's, whilst 

Europe had a much lese stable series, a situation which see~~ to:hsve 

coinoided vith some of South Africa1s severe balance of payments strains. 

TABIE 21 

SOtrrH AFRICAI BALANCE OF PAYMENrS 

(f: m.) 

1:2.22 ~ 1957 ~ :J:222 
Current Aooounta 

Export, f.o.b. 170 412 446 290 310 
Import, f.o.b. '489 501 558 441 366 
Trade Balance -119 -89 -112 -151 -56 
Net ~ of Gold, 183 193 214 160 185 
other Current Items (Net) ";109 -105 -112 - 88 -87 
Balance - 45 -4 - 10 -79 42-

Capital Account 
16 Offioial Loans - 4 2 10 - 2 

Short Term Liabilities - l 2 7 27 - l 
Net Private Capital Movementa 10 9 -29 20 - 18 

Balance 25 7 - 20 57 - 21· 

Change in Go1d and Foreign 
kQhange Holdings - 20 11 - 30 - 22 2l 

Sources The Economat Intelligence Unit Limited, Union of South 
!frioa - Annual Supplement (London, February 196ô), p. 10 • 
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Year 

1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 

, • - 1 ~ , 

TABLE 22 

SOUTH !FRICA: EXPUkrS BY COUNTRY OF DESTlNATION 

(Par cent Or total; ·Bxcluding gold bullion) 

United 
Kingdom 

26.5 
24.0 
25.2 
26.2 
29.0 
31.2 
29 •. 3-
27.3 
29.8 
28.1 
30.0 

Western 
Europe 

33.7 
29.5 
33.9 
31.5 
21.9 
18.0 
23.4 
21.9 
18.3 
18.1 
37.5 

Rhôdesiâs 
and 

Nyasaland 

10.20 
Il.27 
12.08 
12.50 
15.50 
15.0 
14.9 
14.4 
13.7 
13.7 
13.2· 

United 
states 

8.7 
10.7 
7 .• 0 
6.0· 
7.5 
8.0 
7.8 
6.3 
7~1 
9.1 
6~8 

Japan 

-0.7 
1.5 
1.0 
2.0 
1.6 
2.3 
2.2 1-., 
3.1 
3.8 

Others 

20.9 
23.8 
20.2 
22.8 
24.1 
26.2 
22.3 
28.9 
29.8 
28.0 
18.7 

-
Source. . Adaptedfrom Union of South !frica, Trade. Statistics, 

. Department of Customs and Excise (195Q-1%ô) 

We have dealt sel&r vith int~rnal variables which have raised 

South Urica 1 s pr.opensity to consuma foreign exèhange in exaess or its 

earning capacity. Ve have out1ined the role of gola in this deve1opment. 

Ve have also indicated the pattern of trade tbat flows fram this structure. 

Yet, among thè most inf'luent1al factors in South Atrica's growth vere . 

exogenous variables. The Second World War he1ped South Af'rica 's manutae­

turing industry by lessening competition which would otberv1se bave come 

fr<lll European producars. The post-var boom sustaiDed the process of 

grovth by prov1ding a growing demand for goods and services. The lCorean 

Var further re1n1'arced this prOC8S.,. It ls in the light of the abave tbat 

the folla1ng remark beoOJl8s re1evant. 20 

The paet elghteen lIIOnths to wo years baYe, over a large part of 
the world, been charaoterized by a r8surgence or 1nflatioDar,Y 

m . 1 

B.B.D. Arndt, -Mdress by Depttty Governor of the South African Reserve 
Bank to a meeting of shareholders August 8, 1956, - South Af'rican Journal ûf 
Economics (September, 1956) , 3, p. 1.84. 
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pressure and the increased application of the various instrn­
ments of monetary policy as a meana of coUDtering thia trend, 
even in cauntries such as Australia,'vhich ,had formerly relied 
al.most exclusively on direct controls. In the United states, 
for example" the discount rates of the major1t1 or Federal 
Reserve Banks vere ra1!!18d progressively :fr.om li' to 2i per cent 
by April, 1956, 1Ih1le in the United Kingdom the rate vas 
likevise raised trom :3 par cent ta 5t percent by February, 1956. 
In fif'teen countries or Europe ard the CODIIIIOnwealth alone, no 
fever than twnt,.six rate inereases vere effected between ,the 
begirm1Dg oZ 1955 and June of.this yeu ,(1956). , 

According to ,the same author, the basic trouble vas an excessive 

level of aggregate demande lIhether thia vas QUS to ~cre.sses in private 

consumption"government spending,ar investment, it did lead to o:verall 

full amp1eyment and inflation.21 As might b~ expeeted; South Airica vas, 
. .. 

by no means, an. exception. There vere hovever some labour shortages, 

bottleneeks of various kil'lds, back-10gs in respect or housing, power, 

transport and other servioes. 

Acoording to the sam.e address, dur~ng the year ended in 

June, 1955, the Union's net income increased by elf?l1 million to il total of 

e1,63:3 ,million. This vas equivalent. to 5t per cent :lncrease compared to 

Si par cent the previoUB year.22 Vith allowance made for the genera1 

inorease in the priee leve1 and the normal population ipcreaae, the real 

national income pe~ head of popula1!ion vould appear to have increasad 

only slightly. The Union's balance of pa,ments, which in 1954 haèl show a 

surplus of f:44 million, revealed ~ deficit of f:20m1llion in 1955. 

On the current account, exports of merehandise inoreased by 

f37 JIillion in 1954-55. This inoruae vas cauaed -inl1 by an increase of 

!:I.5 JIil.lion in exports of'. 

21Ibid. 
22 '. 
~., 'p. 187. 

7, :1. IIthe_1l d:1aoDda J.ead, fruit and _be 
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accounted for a further f!l3 million, net gold output increased by . 

f!l8 million. The liberalization of import control during the second half 

of 1954 and earlJ 1955, hovever, vas refleated by an inerease of f:4S million 

in meraharldis8 imports for the year enàing June, 1955. Net payments on 

vis1blë~acaount also increased by il5 million. The.effeat of the 

latter incresse vas a reduction of i2 million in the defiait on current 

aacount to !28 million. 

The capital account showed a marked deterioration in 1955 as 

compared to 1954. The net capital inflow fell trom 1:14 million 'in 1954 to 

1:8 million in 1955. The net' official receipts amounted to il3 million. 

There woald sppear to have been ~ net inflow of i3 million in private 

capital. The latter ex.cludes a dec1ine of i2 million in short-term ; 

foreign 1iabilit1es of the banks. Ident1f'ied reoeipts of private capital 

amoUDted to !l4 million, and the net O1Itflowof unidentified private 

capital vas in the neighbourhood of il7 million. 

This, iast mentioned o1Itflow, accorc1ing to Arndt,23 consisted 

abaost entirely of sterling. . It 'b:»ok place mainly in the second quarter 

of t~ year ending June, 1955. The principal factor responsible for 

this outfiov vo~d accordingly appear to have been a considerable net 

sales ot Soùth Atr1can gold shares by United Kingdom holders to Union 

res1dents. But 1t 1s also possible that higher rates of interest 

preva1l1ng in London markets ellc:euraged retenticn of SOJll8 South African 

fUllds in that centre ua &lso eXped1ted ramittance of fums to meet 

obligations in the Ullited liDgdoa. 

23lbid., p. 188. 

.~ 
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( The decline of ~O million. in the Union's resenes during 1955 

had been anticipated when further relaxation of import control vas 

&greed upon towards the. end of 1954. It, therefore~, gave no cause for 

a~. The reason for this relaxation seeme to bave been an expeeted 

morease in gold and uranium output 8S vell as. an anticipated increase 

in exports. 

The followiDl.18ar (1956) vas described by the Governor of the 

Reserve Bank. as followsl 

The outstanding feature or the Union's balance of payments 
in 1956 vas that, for the first timB since the end of the var, it 
showed not ollly a surplus on current account, Jl&mely ao million, . 
as contrasted vith an average annual deflcit of ~'_Ulon 
during the three preceding ;years, but also a defleit of .e2million 
on capital account, as campared vith an average annual surplus of 
C7 million duringthe three pteceding years. 

an current account, there 1I&S an improvement of ~ million 
betlieen 1955 and 1956, which resulted trom' inoreases of f:J.5 million 
in the net gold output and i:42 million in marchandise exports as 
against increases of f19 milliOn in importsand no ~ion in net 
current invisible payments abroad, mainly in respect of freight 
divideMs and profits. Of' the increasein merchandise exports, 
uranium accounted for i9. million, ether mineral preducts accounted 
for ~ million, wool. n3m1llion,and other products. lb million, 
while, i:l the case of imports, there vas an inorease ot f12 million 
in Government stores as aga1nst a decl1ne ot. f:J.3 million in other 
imports. On capital account (including ti'iuie creqits) the deflcit 
of !2' million l'es~ted fr,am' net repayments of more than 5:3 million 
in respect or official losnsalr against a net inf10w of private 
capital ·of approximate1y i1 million. 24 

From thesame address, thefollowing facts emargel namely, that 

South Arriea received !2' million tram dravings under a loan granted by the 

World Bankat the end' of 1955.25 On theother band,' repayments of fareign 

debt br the Government amounted'to 5:5,400,000 ofwhich t3.6 million 

represented instalments dueWlder. previoua loans granted by the 

~. De look, ~ecent Economie and Financial Developments in the Union,. 
80mh Afrioan JdUrnal ot Economies, XXV (Septembar, 1957), 3, pp. 187-202. 

25 . 
Ibid., p. 190. 
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International Bank, 'and !l8,OOO,oOO' a repayment, at maturity of a 

five-ye'ar loan fram a:!group ot' A.meriaan banks. These net repayments of 

over tl3 million during 1956 vere in sharp contrast to the net receipts 

of !l3 million during 1955, which aocrued from loans raised by the 

Government in the United states and the Netherlands.26 

In the case of private capital movements, however, the ne_t 

inflow of !l million during 1956 contrasted with net outflow of about 

E3 million during the previous year. There was, hovever, also a decrease 

in net identified private receipts fr,om tl.4 million in 1955 to !l2 million. 

This means that the net outflow of unidentified private capital declined 

trom !l7 million in 1955 to !lI million in 1956.2'7 This fact would appear 

to be attributable to a substantial de cline in net sales of South African 

securities by foreigners to Union residents; and to the restriction 

imposed by the Government on exchange transactions vith the Sterling Ares 

by Union residents. This' device ws intended to protect the local market 

against the attraction of the considerably hi~er level of short term 

rates ruling in London during the period trom February, 1956 to 

February, 1957. 

In March, 1957, the Government decided to introduce further 

relaxation of import control. The affects of this showed in the balance 

of payment setback of the year ending June, 1958. There vas a sharp 

decline in the Reserve Bank fa gold and fore:1gn exchange holdings trom 

a26 million at the end of June, 1957, to f:l6 million at·the end of 

June, 1958. This tendency contrasted sharply vith the tavotD."able 

26 
~. 

2'7Ibid., p. 191. 



t: developments prior to the year 1957/58. 

This is revealed by the report of the Reserve Bank when it 

states that: 

Revised balance of paymentsestimates, incorporating reaults of 
1956 census of foreign assets and liabilities, taken by the 
Reserve Bank inàicate that, during that year, the Union had a 
surplus of !1l million in its total balance of payments, namely 
a surplus -of E4'million on current account and a net capital 
inflov of I:l million. As far as ,the current account ws 
concerned, the attainment of a surplus represented a great 
~ovement over the precediDg tan years, Which had shown a 
substantial annual deficit. Moreover, duriDg ,the first hal! of 
1957, the position improved even further, in the sense that 
the customary seaeonal deficiton current account ws reduced 
to nil, as compared vith t30 million during the firet hail of 
1956. Indeed, during thetwelve monthe ended June, 1957, the 
current account showed a eurplus of no leee than E34 million, 
whioh probably constituted a peace time record for the Union. 28 

It vas against the background of these favourable trends that 

further relaxation of import contr.ol wereintroduced in various stages 

during 1956/57., It ws from the middle 'of 1957, however, that the position 

of the ourrent account began to change. During ,the ,second balf of 1957, 

for example, it shoved a deficit of fl3 million as against the surplus of 

t34 million during the corresponding six menths of the prevjous year. 

De Kock suggests thatl 

The reason for this eharp deterioration on current account was, 
firstly, an increase of E45 million in imports over the figure 
for the se~oDd half'of 1956, as campared with an·increase of 
only Ell million in total exports exoluding the net gold output, 
and secondlyan increase'of ~3 million ,in net current invisible 
paymeuts. ~ 

The ourrent deficit, hovever, was not the major factor responsible 

for the decline in the Union's gold am exchange reserves during 1957, taken 

as a ",hole. Aocording to later est1mates, it accounted for only !l3 million 

---------------~--------------------
~.H. De Kock j 92. cit., XIVI (September, 1958), 3, p. 185. 
29 
,~., p.- 188. 
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of the total decline of E31 million during that periode The remainder 

was attributable to a net capital outflow of fl8 million, namely a net 

outflow of private capital of f27 million as againet a net inflow of 

f9 million in respect of offioial and banking institutions, including 

short term advances of E7.1 million received by the Reserve Bank from 

an International Banking institution. 

As regards the outflow of private oapi tal, net repayments of 

unidentif:ted lOMa amounted to flO million, while stockbroker returns 

showed net purchases by Union residents from fareigners of about fl2 million 

of Union securities. According to De Kock, in addition to long term invest-

men~s made by Union residents in other countries, there vas a net outflow 

of short term funds. Furthermore, the Union financed a larger proportion 

of its foreign trade itself.30 

To a large extent these capital movements woliJ,d appear to have 

been attributable to higher interest rates elsewhere and the lax applica-

tion of exchange restrictions which were then in force. 

As far as the firet half of 1958 ie conoerned, there vas 

actually an estimated net capital inflow of f4l million. The Union Govern­

ment received tl2.9 million from the International Monetary FWJd, f2.l 

million net from the International Bank and fS.5 million from loans raised 

in New York. The Government, therefore, rec~ived a net amount of E23.5 

million from abroad, while the Reserve Bank obtained a further advanee 

of t3.6 million. In addition, there was also a net increase of f10.6 mil-

lion in the foreign liabilities of the commercialbanks. As regards other 

oapital movements, there vas a net inflow of about E3 million, after 

30, .!è.!!i., p. 189. 
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allowing for net repayments on uranium loans of ~.4 million. 

Notvithstanding this net capital intlov of W. million, the 

Union~s gold andexohange reserves shoved a further decline of e29 million 

during the first balf of 1958. Thus there vas a current defic1t of no 

leaa than ~O million.ll 

Taking, the year 1957/58 as a vhole, total exports vere only 

s:L6 million lover than during the preceding tvelve monthe, whereas 

importa ahoved an increaae of no less than œo million. Thus, it can be 

said that there vas an abDormal increase in importa especially of moter 

y,ebioles and textiles. 

In the year 1958/59, there vere soma changes in trends. From 

July, 1958, importa vere in every single month lover than in the correa­

ponding month of the previous year. The result was that total imports 

in 1958/59 amounted to E;05 million as oompared wi th l593 million in 

1957/58.
32 

Merchandise exports, unfortunately, also declined f~th9r 

during the second half of 1958. Compared vith E445 million in 1956/57 and 

t419 million in 1957/58 for example, they amounted to only C91· million 

in 1958/59. Fortunately, however, the net gold output increased tram 

~14 million in 1957/58 to l233 l1liJ.iion in 1958/59. The net. affect. of 

all these ,'changes vas that, the current balance of payments ahanged trom 

a deficit of e78 million in 1957/58 to a surplus of !l4 million· in 1958/59. 

In describing the year 1959/60, De JCock contrasta it vith the 

two previous years,' and acaordinglYI 

3~ter estimates placed the current daficit at f78 million. 

3~.H. De look, op. ait., XXVII, 3, pp. 203-218. 
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The third year 1959/60 emerpà as a period of. gradual re.turn 
to more normal relationships betveen the main items in the 
current aonaut·... Thus imports 1ncreased !'rom !506 million :i:Jl 
19.58/59 to t.537 million in 1959/60, which although still 
relatively low if account i8 taken of. considerable 'decliDe in 
inventories between the middle of 1958 and the f.irst quarter 
of. 1960; woulà nevertheless appear to have been a leve1at ' 
least more normal in relation to gross national product, than 
that of either of. the tvo preceding years. Merchandise 
exports, in turn, increased f.om E39l million in 1958/59 t~ 
E453 million in 1959/60, which vas someirhat in excess of the, 
figure for 1956/57. Since the net gold output increased 
!'rom t233 million in 1958/59 to ~3 million in' 1959/60 and 
net current invisible payment rose by 1b million, the final 
result vas a further considerable improvemeIrli in the current 
aocount, namely from a surplus of i:l.3 million (as revised) 
in 1958/59 to one or !68 million in 1959/60. 33 

From the sama address, the f ollowing 8J118rges 

(a) Tbat on capital acoount, the balance of"payments ."ferad a 

severe setback during this perioà. 

lJ6. 

(b) Compared vith a net inflow or e31million duriDg 1958/S9, there 

vas a total net outnow or m million during 1959/60. 

(0) That the off'icial and the banking sector vas responsible f'or a 

net outfiow of f:l million dùring the latter period, which 

meant that we can suppose that the net outf'low of private 

capital amounted to as mUch as f1.l million. 

~e main factor contributing to ,this outflov ws the net purchase 

b:y Union residents fram foreigners of. about'E35million worth ,of secarities 
'.. 'l', ; o"." 

listed in the Johannesburg stock exchange. Although trl1s:took place 

mainly during the rirst· baU'ot; 1960,' there vere alre84y signa during 

1959 or~l sell1:Dg,·1Vfë*é~1f}H,lders .• 'Thua'ithe ilet outtlov, 

through thia channel, amoWrlied to s:7 million during the tirst balf or 

1959" El4 million during tl'le second baJ,r, of that, year and ~l. million 
• 1· • ..." • 

33 ' " .' , .. . , 
De I:ock, op.' cit., xxVIII (Septeinber~ '1960), 3, p. 194. 
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during the first half ot 1960. In addition, there vas again an 

, , 

appreciable net atl1in7 of Union residents t tunds for direct investment 

mainly in the Federation of Rbodesia and Nyasaland. In contrast to the 

previo~ year, there were also substantial net withdrawals by foreign 

investorsof short term as vell as long term funds through other 

channels than the stock exchaDge. 

The net effect in the balance ot payments vas a decline trom 

~19.4 dllion of foreign exchange reserVes a'li the end of June, 1959, to 

alO million at the end of June, 1960. This decline seems to han 

carried over into the year 1960/61 as De Kockts address indicated. 

The deficit in the South African balance of pay.ments cannot, 
aa has fraquent1y been the oase in the past be attributed to 
excessive imports relative to exports. According to provisional 
balance of payments estmates for 19(,0/61, compared with 
tigures for the previons :year, -',here wq, indeed an inorease of 
!'l.5 Dd:.llion in marchandise exports, and net gold output, 
but even after allowing for an !Dorease of !22 million in net 
current invisible payments, there vas still a surplus ot 
a7 million on current account as a whole. 

'l'he' raal' cause of the net defioit vas the ooUtinuation of 
a considerable outflow of capital. Thus whUe there vas a 
aurplus of !1' million on current aoeount in 1960/61, the 
oountry's gela and exchange reserves showed a deol1ne ot 
E37 million. In short, there must have been a net capital' 
outflov of ~56 million, in addition to iS2 mUlion in the 
pl'c:;vious year ~ 34-

This capital outflow during the tvo yeare (1959/60 - 1960/61) 

origtaated entirely fr~ the private sector in contrsst to the official 

&:ld banking sector. The latter liaS actually respons1ble for a net 

inf10v of about t,3.5 million during this period alter taking into account 

dravings of !!l3.5 mUion OD the International Monetary Fund. The net 

~e Kock, op. oit., XXIX, 3, p. 176. 
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, 
capital outnow, however, eoùnted to !l41.5 million in 1959/60 and 

rb9 million in 1960/61. 

The ~in reason for'this continuous priVate-capita1 outf1ow 

wéuld sea to be the dec1ine in foreign confidence in South African 

investments, whioh vas accentuated by police shootings of unarmed men, 

woman and children protesting'agàinst apartheid restrictions. This 

event took plaoe' in Sbarpville in Ma~ch, 1960. De Kock suggested, 

however,that this'attitude of foreign investors oan be attributed to 

indiscriminate association in their minas, of conditions in South 

Afric,'with those of other parts of Africa. 

The deoade of the 195018 closed, therefore, ~ith South Africa1s 

economy having clearly defiDed t.he cruc~al ro1e of foreign exchange and 

fore1gn capital iD meeting tbe requirements of the growing econom;y. 

Thus the affects of protection has boen to ~oster an ~conomy heavi1y 

dependent on tareign trade. 

;",-
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CHAP'rER VI 

CO~LŒIOH 

The growth or the South African economy· has indeed bean 

phenomenal. The rol. or S"'d in this deve10pment has 1;Ieen almost al1-

persuasive. lts discovery opaned South Atrican industria11zation. It a1so 

brought with it large supplies of foreign capital which have p1ayed an 

important ro1e in South !frica r,s growth. Even as recent1y as 1960, golà 

alone accounted for 38 par cent of the country's exports, and over 

40 per cent or the import bill was paid from gold reserves. Thus, the 

entire growth of the manufacturing, sector of the economy owes its 

inspiration to, the gold mining industry., Improvements in the 

agricultural sector ~ ware stimulated by the market which the gold ,fields 

fostered and' the ports which serveà it~ 

However, the years that are relevant to this study reveal that 

South Urica,'s development has been characterized by a c ont inual, trade 

deficit which as the country advanced, could not be adequately offset by 

gold production. This means that the South African economy, as it developed, ' 

increasingly becamereliant on trade." With development, there vas a 

proportions1 increase of pressureonforeign exchange reserves. This 

phenomenon, vas both the result of the developmental process itself and or 

income effects. It is in this regard that ~art restrictions have been 

instrumental in restraining the drain of foreign e:xchange reserv8S. 

The relative stickiness or native wages must have done muCh to 

ease inflationary forces which the economy vould inevitably have faced 

in the presence of stringent controls on consumer imports. The extent to 
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which this influence has been exercised :ts difficult to aasess with the 

available data; however, this polioy (whioh vas pursued partly as a oonvention 

and partly enforoed .by statute) has not been without its "cost. The restric-

tion of non-whites·to unskilled occupations has tended tocause a waste or 

labour resouroes in themanner outl1bed by H. Myint. Migratory labour 

has had its oost in terms.of both ~oss of effioienoy in production and 

the general disruption of tradit'.onal Bantu lire and culture. The African 

peoples have not received an acceptance into the induatrial.community 

of whioh they are a part. Their tribal social.patterns oan no longer 

offar themsecurity in a vastly changed environment. Finally, migrant labour 

system enoourages the numerous Afrioans to become acquainted vith a variety 

of occupations without ever becoming oompetent in any. This is a serious 

impairment to theirproductivity. 

It has been stated earlier that the cheap labour policy of 

South Africa encourages an equally careless attitude in management. It 

has also deprived management of the motivation that underlies teohnical 

progresSe The management is n9t compelled by rising labour costs to 

oreate labour saving 't4ohniqœs which, i~ turn, can stimulate the general 

proàuctivity of the economy. Thua, after twenty-five years, South 

Af.rican manufacturing industry could notearn,unaidâQ, 1ts requisite foreign 

e:xchange. 

The other significant inhibitingfactor to econamic grovth in 

South Arrica bas been the ohronio shortage of skilled workers. These h&ve 

bad to be supplied by immigration fra. Europe at a cost.that ser10uely 

prejudices South African coapetitiveness in its manuractured proàucts. This 

situation has had the general effect of cancelling any gains the country 

might claim from thb existence or cheap labour policy. 

1 



The general picture which emerges trom this study is that or an 

economy vith ahigh import-consumption, non-competing labour groups, 

inefficient manufaoturing sector, thatis oaught between the oountryfs 

raoial policy on the one hand, and the demands of efficiency on the Qther. 

The und.rlying trendswould seem to indicate ,th~t inefficiency,will be 

preferred to an integrated non-racial society.' 

For developing count'ries" however, the South A:f'rican e:Xperience 

has'much to otfer. Itis clear tram this' study that thegrowth of the 

South African econo~ has been inflùenced to a very large degree'by the 

gavernment, through a great variety of instruments, such as credit faci­

lities for young industries,' public i'nvestnents where risks are too large ., 
for an individtial investment, the setting ùp ef:Research Institutes anà 

other organizations specifically concerned vith fostering growth. The 

establishment of the South African Coal, Oil and Gas Corporation,Iron and 

Steel Industrial Corporation Limited and others, ilature promil'lently in 

this regard. The setting up of the Council for 'Scientifiè and Induatrial 

Research is a laudable attemptatftaking available fruits of research to 

small industries--a feature whieh 'has'become permanentlyassociated,with 

eoonomies of scale characteristic'af large corporations. 

Yetthe relative sparseness of the oountry's population and 

relatively lov purèhasing power of the no~-whites, ~o for.m a large portion 

, orthe population,; inhibits' the devèloPment of an internal market, required 

, to, stimulate potential' exporters. 

The'degree towhi~'South Atrica's non-economic factors'have 

iDhibited growth is apparent, but rema1ns difticult ,te assess in 

'quantifiable terme. Its racial policies have greatly poisoned attitudes 

: , 
1 

1 

i/ 
\ 

! 



l42 • 

. , 

affecting relations between men of different races at the time when serioue 

attempts are being made elsowhere to improve race relations. Th~denial 

or rights to people whose only crime is their race, seems difficult to 

justiry in a world that seeks to efface the past and tackle serious economic 

problems of underdevelopment. 

The developments in March, 1960, when a crowd of men, women and 

children, protesting against the inhuman restrictions which South African 

racial policy imposes on them, vere ruthlessly dispersed, do not augur 

well for the future. International conscience ws stirred vith the stock 

exchange providing the most spectacular indioator of the effects of the 

oollapse of confidence both inside and outside the Union. Though gold 

shares were exposed to a wave ofselling from February onwards, the 

index of the Orange Free State gold mine shares vas still at :lI28.0 

(1958 .. 100) immediately before the Sharpvil1e violenc.e. l Thereatter, 

prices fell' steeply and the Orange Free State index W8e do~ to only 

102.9 by May 18 of the same year. 

fIndustria1s t a1so declined, though less seriously, trom 116 

on March 15 to 193 on May 10. The total fall in the Unit;>n security values 

sincê March 18, the date of Sharpvi11e, has probably been in the order of 

~oo million. 

Hawever, South Africa survived this ·crieis and the earlysixties 

seem to have experienced a boom which started in 1962 ending vith the 

close of 1965.2 The Government vas largely instrumental in bringlng about 

1 
c.f. Economist Intelligence Unit Ltd., .Union of South Africa,· 

Quarterly Economic Review (London, June 1963), p~ 63. 
2 . 
American Cammittee on Africa, uA special report on American involvement 

in the South Atrican Economy," Africa Today, XIII (New York, January, 1966), 
p. 10. 
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this reoovery as the fOllowing indioatesa 

One other side of foreign interests in South Afrioan eaonomic 
affaira is the outright 10ans or credits which the U.S. and 
International banks have made to the South African Government. 
Initially loans tram the U.S. banks and from the World Bank 
and Export-lmport Bank of Washington were made in the fifties 
to he1p finance expansion of transportation and power systems. 
But following a severe drain on South African reserve in 1960 
after the debacle at Sharpville, more than $100 million ws 
raised or renewed for South !frioa. In addition to these loans 
and credits, the South African Government was forced to take 
measures to out importa and deD1 repatriation of capital to 
foreign countries. At one point, the gold reserves dropped 
below the $2.8 million mark despite these checks, although 
eventually the proteotive policies and credit extended by the 
International Monetary Fund and private individuals and 
institutions had their effects and the South African eoonomy 
again revived and made a tremandous come back.) 

.. , 

From recent reports, it would appea? that the most recent boom 

further accentuated the balance of payments problem. A major crisis in 

currency reserves was only averted by a large inflow of capital. It would 

seem tbat the economy is not entirely out of danger as the following suggest: 

nClearly the boom bas ended, and Vith it inflationary pressures. But then 

What happens if foreign capital, most of which is short term, is withdrawn? 

Private oapital saved the economy in 19'65, it oould just as easily wreck 

it in 1966 •• 4 

Some of the anxiety seems to stem from the upward pressure of 

wages and salaries which, having been raised in certain sëctors of emplo;vment, 

may continue to rise in the remaining sectors of the eoonomy. This it is 

fe1t might further prejudice the competitive position of South African 

exports at a tilDe when the country needs them so badly for colrt.inued growth. 

Concerning the direction of South African trade, conc1uoions are 

aven harder to draw. Whilst it may be inferred that South Afrioan demand 

)Ibid. 

~oonomist Intelligence Unit Ltd., op. cit. (January, 1966), p. 4. 



this recovery as the fOllowing indicates: 

One other side of foreign interests in South African economic 
affairs ia the outright loans or credits which the U.S. and 
International banks have made to the South African Government. 
Initially loans fram the U.S. banks and from the World Bank 
and Export-Import Bank of Washington were made in the fifties 
to help finance expansion of transportation and power systems. 
But following a severe drain on South African reserve in 1960 
after the debacle at Sharpville, more than $100 million vas 
raised or renewed for South Arrica. In addition to these loans 
and credits, the South African Government was forced to take 
measures to cut imports and deny repatriation of capital to 
foreign countries. At one point, the gold reserves dropped 
below the $2.8 million mark despite these checks, although 
eventually the protective policies and credit extended by the 
International Monetary Fund and private individuals and 
institutions had their effects and the South African economy 
again revived and made a tremendous come back.3 

From recent reports, it would appear that the most recent boom 

further accentuated the balance of payments problem. A major crisis in 

currency reserves was only averted by a large inflow of capital. It would 

seem that the economy is not entirely out of danger as the following suggest: 

"Clearly the boom has ended, and Vith it inflationary pressures. But then 

what happens if foreign capital, most of which is short term, is withdrawn? 

Private capital saved the econamy in 1965, it could just as easily wreck 

it in 1966.,,4 

Some of the anxiety seems to stem fram the upward pressure of 

wages and salaries which, having been raised in certain sêctors of employment, 

may continue to rise in the remaining sectors of the economy. This it is 

felt might further prejudice the competitive position of South African 

exports at a time ~en the country needs them sa badly for continued growth. 

Concerniug the direction of South African trade, conclusions are 

even harder to draw. Whilst it. may be inferred that South African demand 

'Ibid. 

4gconomist Intelligence Unit Ltd., op. cit. (January, 1966), p. 4. 
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pattern is like that of most deve10ped countries, it may be equal1y 

inferred that this· is purely an income effect resulting trom the gI"gvth 

process peculiar to al1 deve10ping countries as they experience rising levels 

of inoome. It will be recal1ed that according to S.B. Linder, as cited 

earlier in this study, trade in primary products is explained mainly 
- -

by factor endowments, whi1e trade in manufacturing is exp1ained mainly by 

stmilarity of demand patterns in the trading countries. Industries are 

supposed to develop in a country because of the existenoe of an internal 

market potential. An industry is able to expand and export once the home 

market has grown to enable industry to attain significantly large scale 

economies to become competitive in world mark~ts. The strongest market 

is, in turn, found in a country vith a similar per capita income. 

Deviations from this pattern are perhaps obvious in the South 

African case, because of the sparseness of the population and because the 

purchasing power of the naiive population is artificially limited. Yet 

manifestations of Linder IS argument appear when ve asswœ Rhodesia, Zambia 

and Malawi (formerly the Federation or Rhodesia and Nyasaland) to be South 

!fricals internaI market. Most of South Africals manufactured products have 

been finding their strongest market in this area during the period 1950-1960. 

Thus, an average of 14 par cent of South African exports went to this area 

whilst South Africa only obtained 3 par cent of her imports from this 

region. Otherwise, South Africa IS trade would seem to be strongest in those 

producta which LiDder earmarks as dependent on factor endowment and ber 

relatively veak .muf'acturing sector would seem to indicate that in spite of 

the Rhodesian market, her interna! market is not optiDŒllll. Most of her 

importa, however, come trom the a1ready developed countries, notably the 

United Kingdom and Western Europe. Jne"1Itinh· as a substantial portion of 
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South Africals exports found their vay to other underdeveloped countries, 

these countries cannot be considered strong markets as the percentage 

trade with these ws apread wide and thinly. In view of this, there would 

seam to be a great dea! to be said for Linder 1 s argwœnt though more 

stuilies would be required to generalize it. 

Given the problem which the racial attitudes of its r1.Ù.ing minority 

iutroduce into the economic fabric, South African growth has indeed been 

remarkable. rt is' to be regretted that a country vith so much potential 

should be hampered by old fashioned race relations. Greater use of indi­

genous labour (African) more efficiently vould improve the performance of 

the economy considerably. By cutting costs to reasGnable level.s, the economy 

coulà enhance its competitiveness abroad •. This vould, in turn, ~ead to a 

general impl'ovement in the living standards of 80 per cent of South lfrica's 

people. The interna! market created thereby vould further strengthen the 

struggling manufacturing sector laying a solid foundation for a modern 

economy'vith mass consomPtion. 

The implication of a healthy, vell-developed econo~ in the 

Southern tip of Africa could greatlyaid in the growth of its'northern 

neighbours instead of the painful relations to date that are caused by 

South Africa's racial oppression within. 

There are enough signa, however, that the Govermœnt, within the 

limits imposed on the country by.apartheid and the international ~ommnn~tyrs 

reaction towards it, has done much to sustain the present rate· of. growth. 

Pol1tically, this bas been done by repeating to the vorld that the Africans 

bave a homeland somewhere in the country. By thie repe~itive process, the 

vorld will final.ll1 believe, it ie hoped. At thie point in the development 
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of South !frica, domestic capital formation is surficient to finance a 

st per oent rate of growth. This does not mea~ that foreign inv~stment is, 

in 8IJ.y vay, being discoUraged for reasons vhioh by nov should be obvious 

to the reader. At the end of' 1962, the total f'oreign imrestlnent in 

South Af'rica vas $4.222 million, contributed largely br the United 

Kingdom (6~)' and the United States (11%). Other major contributors vere 

France vith 6 par cent, Switzerland vith 4 per cent and International 

5 
organizations vhose contribution amounted to 4 per cent. 

In 1962, the average net profit ta net worth ratio for United·· 

6 
states firms vas 25 per cent, rising two yesrs lster to 27 per cent. The 

return on raw investment is 13 per cent compared to a world average of 

7.7 per cent.7 

Funds for expansion tend to be supplied tram undiàtributed.prof'its. 

There is f'reedom for current profit, "royalty and interest rèmittances and 

slso for répayments of parent compat;Y' lC?8Jlsll South Africa has, in addition, 

various tax allowances for r~-investments ot profits. These, together with 

export encouragement, fostered by deductions for exporters or 125 per cent 

or allowable expense incurred in the development of a new market, are seme 

of the policy measures devised to drive the econo~ towards a greater degree 

ot self' suff'iciency. Theae measures, combined vith an enlightened labour 

pcliey, could bring to South 1f'rica, a degree of' prosperity that would 

create a heal thy basis f'or improved race relations. Needless to say, these 

are indl.pensable in the interest of' equity, stability and eff'iciency •. 

. 5union Acceptances LiDiited, op.cit.,p • .39. 
6 

American Committee on Atrica, op. cit., p. 9. 

7Ibid• 

." "'- .,~ ... ,-.. ""';'~ ..... ~ .... :.L __ '; .. O-".' 'I~ .,,', ,,',~ ", '. 
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J.PPmlDIX 

'!'he Oeçe.itioD ot Iaperl.(.) u4 lb:porl.(X) 
~ Group 01 ... itioatioa t.r 

Se1eoted Yeaz" (lko1udiJlg 0e1d) 
(in nooo) 

Year mQ .w! ~ illl mA. lm. ~ lm. ~ 1:222. 1960 
01&88 

lm : 4378 6475 5397 7257 9034 3932 3024- 4731 3787 4155 4690 

79394 96316 80036 88938 82834 85506 91393 97652 73460 89520 81501 
)( 19812 19385 26183 26843 25099 2~392 21493 18572 19932 27286 24540 

I(d) 
x 25588 39507 35966 41759 63747 68815 75982 83424 84826 73606 80304 
J4 416 647 1027 1433 \1495 1890 1957 2082 2089 1917 . 2100 

II 
X 2409 2928 3157 3317 3698 3000 2576 29.66 3553 3332 3374 
Il 955 1261 683 663 808 2759 3311 1711 1490 1877 1969 

III 
x 894 875 872 1323 1001 .1192 129' 368 367 674 1081 
Il 67764 132004 72653 84770 97160 88888 85328 96685 81426 76104 91451 

IV 
X 4476 6740 6930 8261 8515 6612 6889 1516 6702 7103 6659 
Il 100110 157218 160512 148722 145685 180587 216873 249897 245415 211247 251448 

v 
x 26288 36864 44175 49692 63755 94612 116607 l24OO8 111685 125850 136532 

• 11922 14293 17256 17231 ,16133 16181 16956 18517 19908 18903' 20882 
VI 

X 24822 28472 21898 21452 20230 36892 38108 41493 36473 42935 44332 

• 33430 41163 39655 39693 43161 47135 51596 55631 52286 50555 51367 . 

1 VII 
X 4451 '5139 4593 6079 8337 6495 9667 12018 9922 11845 10200 

• 9429 14198 15142 12440 16265 20660 20495 22211 22755 23833 26457 
VIII 

x 3862 2842 2994 2878 3677 "44 3727 4659 4331 4915 5595 

• 7104 14777 8381 9488 10085 l4OO1 12968 14122 l2421 13893 1~65 
1 IX 

X 4852 6930 5916 6299 6572 6017 5994 6471 5278 6143 \ 5505 

• 10026 16072 1444l u.col l3484 16962 10522 16626 15101 U540 13313 
x 

x 1225 1875 1833 2151 2296 1913 2382 2544- 2351 2466 2557 . 

• 10948 22763 19456 14541 11409 19841 10512 21626 ~W.6 20125 23489 
XI 

x 1156 1929 2011 2112 2318 24'4 2429 2699 2511 2757 2916 

• 2325 53301 4840 4525 5250 1816 5291 8259 8063 7681 8384 
XII 

x 460~ 18120 14115 6Ol24 8741 8760 9063 10181 10115 12391 11158 

• 7401 lO908 10516 10637 l2346 l409O 6857 19138 18832 18907 26313 
XIII 

x 2711 3671 4098 4119 454l 4268 . 4883 5852 5180 5130 6579 

• 288621 4"469 396~ 389'53 4l3056 456144 494883 549818 5554'3 488627 555604 
{ 

Tetal 
1 X 228212 313813 2a,256 29917' 280172 331321 369834 4026ft 357J'3 389272 398893 

.~â: VJIi •• et lo1nJa .&:hi..,-"-al .u-te. et!ft48 .atieU.-. 
!"r'!"!!" et 9Ia!t!i pl lrSa (heWzia, 1950-_ 1aoluin). 

-------_ .. -" ---- -- - .. -
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