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Abstract

Keith Hart and Vishnu Padayachee locate the development of South African
capitalism in the context of global developments in the long twentieth century,
arguably thefirst timethat such an analysishasbeen attempted. Thispaper grapples
with multiple relationships, including that between the local and the global, the
universal and the particular, and the historical and the present. Thedurablefeatures
of South African capitalism sinceitsmoderninception, itisargued, aremining, racial
domination and an uneven relationship between the state, finance and industry.
Although the national economy went through long swings between an external and
internal orientation, each of the main periods highlighted in their analysis has been
marked by both.

A two-tier economy between national capitalism and globalisation
South Africaemerged fromthe British empireasan export enclavewith adual
economy structured alongracial lines. Sincetheend of apartheid, theselines
have become more blurred, but economic inequality has increased. In the
twentieth century, South Africaaspired to build anational economy based
on an evolving relationship between the state, industry and finance. The
racial premises of this national project are now officially abandoned, the
mines sector is weaker and the ANC government faces aworld economic
crisis with a stagnant and still highly unequal economy.

The World Economic Forum (Schwab 2012) identifies 12 ‘pillars’ of
sustainable national competitiveness: institutions; infrastructure;
macroeconomic environment; health and primary education; higher education
and training; goods market efficiency; labour market efficiency; financial
market development; technological readiness; market size; business
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sophistication; and innovation. One hundred and forty-two countries are
then ranked according to relevant variables in a Global Competitiveness
Index. South Africaisnumber 50 overall inthistable, butthentheBRICSare
not much different: China26, Brazil 53, India56 and Russia66. Thetop ten
is dominated by European countries, with Switzerland (the source of the
report) number 1. South Africa’ s detailed profile is extreme. The country
scores near the top on a range of indicators related to business (corporate
governance and financial market development, for example) and near the
bottom on human development indicators (life expectancy and education)
and labour productivity.*

Inequality isendemic in our world, despite the rise of democracy asthe
only legitimate form of government. What we have hereisa‘world-class’
business sector surrounded by human misery. It would have been easy to
explain such dualism not long ago, when South Africa was a notoriously
racist society run for the benefit of whites only; and perhaps two decades
of ANC rule are too short to undo the legacy of neglect and harassment
endured by the poor Black majority for over acentury. But South Africa's
continuing first world corporate capitalism and the third world conditions
most citizens live in are both to a significant extent a product of post-
apartheid government. Thearrival of ‘ democracy’ since 1994 intheform of
black majority rule has seen an increasein economic inequality. The social
gluefor thisparadoxical situationisthe ANC' sability to count onthevotes
of the black majority whose interestsit systematically neglects.

South Africa’ sgrowth rate of an average 3 per cent ayear islessthan half
that of the seven African countries who (with China, India and Vietnam)
currently make up the top ten fastest-growing economiesin theworld (The
Economist, January 6, 2011). The country’ srelative stagnationissurely an
effect of itsbusiness-friendly (‘ neoliberal’) economic model. I nthischapter
weprovidesomebackgroundtothosethat follow, paying particul ar attention
to both national and global perspectives on South African capitalism.

Our narrative starts with the diamond and gold discoveries of the late
nineteenth century. Any national economy hasits own specific history and
institutions. Too often, however, South Africa’ s economic trgjectory has
been examined as aphenomenon sui generis, whereas the country has been
an integral part of developmentsin the world economy for the last century
and a half. South Africa has been home to global heroes like Gandhi and
Mandela; it produced the gold that underpinned world trade in an age of
financial imperialism; wasnot exempted fromtwoworldwars; wasboycotted
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worldwide as a racist pariah state; and enthusiastically participated in a
phase of neoliberal globalisation that culminated in the current economic
crisis.

South Africa’'s relationship to the rest of Africa has been ambiguous
throughout; and thiswasreflected initsrecent admission to the club known
asthe BRICS, even though its economy is much smaller and less dynamic
than China sor Brazil’s. Webelievethat South Africa’ sfuturemust belinked
to Africa’ sdemographic and economic expansioninthetwenty-first century.
But the tradition of viewing the country as an exception to its region dies
slowly. The challenge is to understand the global, regional and national
dimensions of South Africa’strajectory together.

‘National capitalism’ is the modern synthesis of nation-states and
industrial capitalism, the institutional attempt to manage money, markets
and accumul ation through central bureaucracy for the benefit of a cultural
community of national citizens. Itislinked to therise of large corporations
asthe dominant form of capitalist organisation. Itsmain symbol hasbeen a
national monopoly currency (legal tender managed by a central bank).
National capitalism was never the only active principle in world political
economy: regional federations, empiresand globalization areat least asold
or much older. Itsoriginslay in aseries of linked revolutions of the 1860s
and early 1870sbased on anew alliance between capitalistsand the military
landlordclass. National governmentslaunched abureaucraticrevolutionin
thelate nineteenth century and then sponsored large corporationsinadrive
towards mass production. The national system became generalised after the
First World War when statesturned inward to managetheir economiesinwar
and depression. Its apogee was the social democracy built after 1945.
National capitalism has been in decline since the 1970s, ever sincethe US
dollar went off goldin 1971 and money futureswereinventedin Chicagothe
next year. It still dominates popular and professional thinking about the
economy, however.

We have already made acasefor South Africa’ sfutureasanintegral part
of Africa (Hart and Padayachee 2010). The present chapter builds on
Padayachee’ s exploration of South Africaasa‘variety of capitalism’ (see
first articlein thisissue) and thisisreflected in our focus here on business
history and national institutions. Hart has published several accounts of
national capitalism’s trajectory in world history (eg Hart 2009). Our
partnership reproduces the opposition between universal propositions and
historical particulars. South Africa’ shistoryislocally specific, butitispart
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of the world and we must find ways of reconciling the two. Moreover, the
current global crisis may be understood in part as the result of a growing
disjuncture between theinstitutions of national capitalism and the needs of
an emergent world society.

South African capitalism in the world economy: theme and
variations

The South Africanunionisonly acentury old, itscapitalism not much older.
L egassick (2007) distinguishesthree phases of itsdevel opment: the mining
revol ution of thelate nineteenth century inthecontext of financial imperialism;
from the 1920s, a ‘Latin-American-style’ import substitution phase with
diversificationinto consumer goodsindustriesfor thelimited white market,
while mining was still based on cheap black labour; after 1945, forward
linkageswere made from mininginto the steel and chemical sectorsinwhat
cameto beknown asthe Minerals-Energy Complex (see Fineand Ashman,
and Webster articlesin thisissue).

When the world market was opening up during the three decades before
1914, South Africa contributed the gold that underpinned its monetary
mechanism. If theworld turned inwardsbetweenthewars(1914-1945), sotoo
did aracially segregated South Africain the face of large-scale African
migrationtothecitiesand global economicdepression. In 1948, theAfrikaners
achieved their own version of the anti-colonial revolution, claiming its
privileges exclusively for whites. The subsequent economic boom was
marked by remarkable growth ratesin the 1960s. From the early1970s, the
South African economy went into a decline that has not yet been reversed.
The end of the Bretton Woods system signalled a shift from gold to oil as
the key global commodity, with profound conseguences for South Africa.
Until then, the national economy had been protected from the destabilising
effectsof fluctuating pricesof gold and other commodities. After 1971, like
other primary commaodity exporters, it was vulnerable to volatile markets.
During the 1970s and 1980s the instability of the gold price removed the
historical protection the South African economy had enjoyed previously.
Theeconomiccrisiscametoaheadinthelate 1980swiththe political result
that we all know.

We organise South African economic history with reference to national
capitalism’ sgeneral trgjectory in the world economy:

1 1860s- 1870sRevolutionary originsof national capitalismonaworldscale
2. 1880s- 1914 Globalisationdriven by financial imperialism
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3. 1914-1945The'second thirty yearswar’ including the Great Depression
4. 1945 - 1970s The ‘golden age’ of social democracy

5. 1980 - 2008 Neo-liberal globalisationled by finance

6. 2008 - ? The current world economic crisis

The 1860s saw atransport and communications revol ution (steamships,
continental railwaysand thetelegraph) that decisively opened up theworld
economy. A series of political revolutions gave the leading powers an
institutional means of organising industrial capitalism at thistime. These
included the American civil war, Britain’ ssecond reform act, Japan’ sMeiji
Restoration and German unification. TheBritishinvented thebank rateinthe
1850s as one way of giving central banks control of a national monopoly
currency. Britain was also able to impose a gold standard on world trade.
Governments had the choice between restricting their money supply to
whatever was backed by gold or of issuing a national scrip that was
worthlessin international exchange.

Arthur Lewis(1978) claimsthat theglobal economy took onadefinitively
racial character inthe context of massiveinternational migrationduringthree
decadesaround 1900. Fifty million Europeansleft hometo settleintemperate
lands(threeinfour to the United States) and asi milar number of Indiansand
Chinese (‘coolies’) were shipped to the colonies as indentured |abourers.
Thesetwo streamsof migrantshad to be kept apart since, although their work
was often similar; whiteswere paid on average nine shillingsaday, Asians
oneshillingaday. Where Asian workerswere allowed to settle, the price of
local wagelabour wasdriven downto their level. Thisdivision of theworld
into countries of dear and cheap labour had profound conseguences, for
high-wage economies sustain higher levels of demand than their low-wage
counterparts. Moreover, world trade has been organised ever since in the
interests of the better-paid. The two countries where these two migration
streamsconverged werethe United Statesand South Africa. In South Africa
poor whites competed with formerly indentured Indian labourersin Natal
where pioneering discriminatory legislation was later adapted to the
segregation of black and whitepeopleasblack African migrantswent towork
on the mines and commercial farms. Mohandas K Gandhi |earned his anti-
colonial politics while spending two decades in Durban and Johannesburg
at thistime (1893-1913). The Union was formed in 1910 as a compromise
between the two main white groups.
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CharlesFeinstein (2005) depicts South Africaasbeing trapped until now
between its origin as an imperialist export enclave and an aspiration to
become a fully modern industrial economy which has been frustrated by
continuing reliance on cheap black labour. The two poles of this story are
export enclave development and ‘* national capitalism’, theattempt to harness
economic growth for the benefit of all citizens. South Africa has seen two
such attempts, thefirst launched between thewarsfor the benefitsof Whites
only (led by Afrikaners); this culminated in the apartheid regime installed
after the Second World War. The second isthe ANC government’ sdriveto
developagenuinely inclusivenational economy withtheresult that wehave
already indicated.

Feinsteininsiststhat South Africa sfailureto makeasuccessful transition
to industrial modernity was a consequence of a refusal to extend full
citizenshiptothe African majority. According to him, amodern economy is
onewhere: the home market is stimulated by equalising incomes acrossthe
classes; anational system of education ensuresthe development of askilled
labour force in support of industrialization; citizenship is extended to the
workplace (unions, bargaining, etc); and the government cares for the
health, welfare and housing of all the people. After decades in which this
recipe has been under systematic attack, the WEF report cited above shows
that it may be coming back intovogue. Certainly Brazil, Indiaand even China
initsownway all show more awarenessthan South Africa’ sgovernment of
adevelopmental need for social democracy in some form.

Marx’sanalysisin the central section of Capital Volume 1 (Marx 1867)
issimilar. Herehecontraststwo routesto capitalist devel opment: aregressive
form based on exploitation of cheap labour (absolute surplus value) and a
progressive form based on improving labour efficiency, mainly by
mechanisation (relative surplus value). Abundant cheap labour offers one
way into theinternational economy, but increased productivity isthe only
way of stayingthere. Export enclave devel opment isthe oppositeof national
capitalism since it does not provide a route to modernity. South Africa's
economy departed from the pure model of export enclave development
because of pressure from poor Afrikaners and the white working classin
general for aversion of national capitalismwherethecolour bar ensured that
they wereits principal beneficiaries. African labour remained poorly paid
despitethescarcity of itssupply, especially intheearly decades of capitalist
development. Inthisperiod, indentured I ndian labour wasbrought intowork
on the sugar plantations and Chinese workers for the mines.
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Neither of South Africa's two attempts at national development, by
Afrikaners and the ANC, succeeded. Why? In the first case, the exclusion
of the black majority madefailureto devel op an educated |abour forcewith
real purchasing power inevitable. The apartheid regime achieved some
success through import-substituting industrialisation. But manufacturing
industry for thehome market was always subsi dised by mining exportsand,
when these collapsed, so did the national economy. Although apartheid
South Africawas introverted, at war with the rest of Africaand looked to
faraway white countriesasrolemodels, itseconomy waslessisolated at this
timethan it might seem.

In the second case, national integration trumped international solidarity
forthe ANC, despiteformer President Mbeki’ scampaigntolead an African
Renaissance. The party cameto power without coherent economic policies,
relying rather on abelief in state power and abstract socialist rhetoric. They
soon ditched popular mobilisation (the Reconstruction and Development
Porgramme, or RDP) for neoliberal macroeconomics(the Orwellian Growth,
Employment and Redistribution programme or GEAR). Asin the 1970s, a
preciousmetal sboom haskept revenuesfrom mining up sincethe millennium,
but manufacturing industry has given way to finance and tele-
communications, whiletheenergy sector, which only becameacentral focus
inthe 1980s, remainsimportant. For all theneoliberal rhetoric, South Africa
maintains a high level of public expenditure, but with much waste,
incompetence and corruption. Thuseducation isthe most expensive budget
item after debt interest repayments, but the system is one of the world’'s
worst. Unemployment and poverty are normal for the black majority and
whitesstill control most major businesses. Rent-seeking (unearned income
from exploitation of political privilege) hasbecomeamulti-racial exercise.
Relations between South Africa and its region are a mess (Hart and
Padayachee 2010) and xenophobic attacks have revealed considerable
tension between South African citizens and African migrants.

For too long, South Africans have compared themselves with the
metropolis and other outposts of empire rather than their own region. Now
they seek to align themselves with the BRICS. But the latter are not a
cohesive economic bloc, choosing rather to make individual deals on an
opportunistic basis; and South Africa’s political economy today has more
in common with Russiathan with China, Indiaor Brazil. With apopul ation
of only 50 million, three-quarters of themwith little money to spend, South
Africa’ shomemarket istoo small and itsexport potential islimited; but the
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country iswell-placed to expand into Africa’ s growing services economy
(not least through finance). Both nationalism and neglect of the country’s
poor citizens stand in the way of such a development path.

South Africa’ s specific problems share much with the general model of
national capitalism, while economic expansioninthe SADCregionandthe
rest of Africaoffer themost plausibleway forward. In the sectionsto come,
we comparetwo periods of financial globalisation, each lasting about three
decades, which formthe book endsfor aperiod fromthe First World War to
theend of the 1970swhen most economies, including South Africa’ s, turned
inwardto national capitalism. Thefinancia crisisof 2008 hasdestabilisedthe
world economy as awhole, while political unrest has become widespread
since.

South African capitalism in thefirst age of financial globalisation
South Africawasand still isfor themaost part apoor, dry country. Apart from
ascattering of hunter-gatherers, it was only settled by African herders and
farmersquitelate, inthelast millennium. Sincethenitshistory hasbeen made
by migrants. Aninflux of British migrants secured the Capefor the Empire
intheearly nineteenth century and forced the Dutch to moveinland to form
the Afrikaner republics, while Shaka created the Zulu nation in the
neighbourhood of Natal. A fourth major people, the X hosa-speakers of the
Eastern Cape, took shape in the course of the nineteenth century. The
establishment of sugar plantations in Natal led to the arrival of Indian
indentured labourers from the 1860s (Hart and Padayachee 2000).

South Africa did not develop a staple export comparable to Australian
wool and Canadiantimber. All thischanged with thediscovery of diamonds
at Kimberley in 1868 and of goldinthe Rand around the sametime. Suddenly
fromthe 1870s South Africabecame amajor exporter of preciousminerals.
For three decades from the 1880s, South Africa participated fully in a
globalisation processdriven by imperial rivalry and haute finance (Polanyi
1944), with Britain at the centre of both. Cecil Rhodesentertained ambitious
plans for British dominance of the African continent (‘from the Cape to
Cairo’); and after the Boer warsthe British sunk alarge part of their global
public and private investment into South African infrastructure. The gold
standard established inelastic demand for the country’s main export
commodity which financed subsidies to white commercial agriculture and
later manufactures. British policy had been first to encourage Christian-
educated African progressivefarmers, but thiswasreversed by theadoption
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of acheaplabour policy for themines. Some capitalistsdid on occasion argue
for amore enlightened approach to black labour (higher wages and skills),
especially from the First World War onwards; but the white working class
demanded and won a colour bar.

Mining and racial segregation thusplayed acentral rolein South African
capitalism from the beginning. The liberal historian, JA Hobson, drew
heavily on South Africafor what hecalled ‘ theageof imperialism’ (1961). For
him, ‘imperialismwasdueto therise of what wenow call oligopolies... and
thetendency for these... large enterprisestoinfluencetheir governmentsto
secureparticular advantages. . .through colonial-typerelations' (Jomo2002:1).
Hobson elsewhere described the adventurous spirit and business acumen
of themenwho headed the main South African companies, in contrast totheir
counterparts in the metropolis, other colonial outposts and ‘backward’
regions, asfollows:

Never have | been so struck with the intellect and the audacious
enterprise and foresight of great business men as here. Nor are these
qualities confined to the Beitsand Barnatos and other great capitalists;
thetown bristlesand throbswithindustrial and commercial energy. The
utter dependence upon financial ‘booms’ and ‘slumps' conjoined with
the strain and kal eidoscopi c changes of the political situation, hasbred
by selection and by education atype of man and of society whichisas
different fromthat of Manchester asthelatter isfromthelife of Hankow
or Buenos Ayres (1900:13).

Thegreat mining houseswer e South African capitalismat thistime. These
included Consolidated Goldfields of South Africa (GFSA) founded by
Rhodes in 1887; Central Rand Mines, founded by Alfred Beit and Julius
Wernher in 1893; and Johannesburg Consolidated I nvestments (JCI) which
Barney Barnato and the Joel family established in 1889. Beit, Wernher and
Cecil Rhodes were life governors of the diamond mining giant, De Beers
Consolidated Company.

The huge profits of the diamond mining companies meant that after an
initial injection of foreign capital —under £20 million comparedto diamonds
mined worth some£320 million (First et al 1973: 111) —most of theindustry’s
capital needs were met internally. Although some diamond profits found
their way into gold mining, the technical and geological problems there,
coupled with thefixed price of gold, required new foreigninvestment and a
new ownership structure. As a result, syndicates and new corporations
began to emerge, drawing on massive new foreign investment. According
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to Frankel (1938), between 1887 and 1932, the gold mines absorbed capital
worth £200 million, of which £120 million camefrom abroad, mostly before
1914. Britain’ sinvestmentsin South Africajumped from£34 millionin 1884
to£351millionby 1911 (Firstet al 1973: 116).

Thetimelag betweeninvestment and dividendsin deep-level miningwas
long and required stableeconomic and political conditions, which themine-
owners felt the Boer government in the Transvaal did not guarantee. At
about thistime, with the support of thebanks, themore powerful and globally
connected mining companies, led by Rhodesand Barnato, beganto swallow
up smaller mining compani esand aperiod of intense centralisation followed.
The weakness of the elite farmers and the lack of attractive industrial
opportunities facilitated the concentration of the South African economy
around mining. This tendency was matched in finance, where the large
banks, Standard and Barclays, put most of the smaller banks out of business
within afew years of the Union.

Theworld economy was booming at thistime, not least in South Africa,
but alsointhe United States, Brazil and Siberia, for example. Between 1890
and 1913, Russiawasthefastest-growing economy intheworld with annual
growth rates around 10 per cent that match those of Chinaand Indiain the
last two decades. All of this was a consequence of the extension of global
economy from its Western heartlands, a process captured in Rosa
Luxemburg’ sThe Accumul ation of Capital (1915) andinLenin’ sImperialism:
the highest stage of capitalism(1916). Lenin, however, in The Devel opment
of Capitalismin Russia (1899), preferred to emphasise the importance of
intensification of capital investment and of strengthening the home market
for manufacturingindustry. Thisbecamethemainfocusof global capitalism
in the twentieth century. South Africans in the first age of financial
globalisation cameto seetheir country asbeing linked primarily to London
and New Y ork. The contradictionsof South African development havetheir
originat thistime.

South Africa in the age of national capitalism

The finance-driven boom from the 1870s ended in 1913. This was when,
coincidentally or not, the US Federal Reserve (aprivate businesswith close
ties to the government) was formed and Henry Ford launched the first
moving assembly line. Central banks and mass production were the key
featuresof national capitalism, which now cameintoitsown. Even Stalin’s
Soviet Union embraced ‘ socialism in one country’ in what came to be seen
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as' statecapitalism’ (Bettelheim 1963). Theoutbreak of war in 1914 wasmore
than awatershed; it was an irreversible fissure in world history. The state
acquired hitherto undreamt of powers: to mobiliseand kill off huge armies,
to control production and distribution, to monopolise propaganda. From
now on it was a struggle between rival state forms (communism, fascism,
welfare state democracy) for world domination; and market economy wasno
longer seen as the autonomous force it was taken for before. International
tradewasseriously disrupted by thewar and many countriesturned inwards
towardsthehomemarket. TheUS-dominated Treaty of Versaillesexplicitly
envisaged the end of empire and a future world society composed of
independent nation-states. Thiswasfulfilled by theformation of the United
Nationsin 1945 at the height of the anti-colonial revol ution against European
empire.

After theFirst World War, the 1920s saw an economic boominthe United
States which soon became overheated. The stock market crash of 1929
sharply reduced demand around the world, leading most countries to
abandon the gold standard in favour of national paper currencies. Britain
engineered a massive devaluation by going off gold in 1931 and turned
towards shoring up imperial trade within its own sterling area. Only the
Americans stood by gold. The Great Depression proper may be dated to
1933. Protectionism, currency deval uation and similar desperate measures
made the economic crisis only worse and world war broke out for asecond
time in 1939, now disrupting economies on atruly global scale. National
capitalismwasactually strengthened by theneed to ook for domestic rather
than international solutions to economic problems.

1945wasaturning point. Theleadingindustrial countriesresolvedtoturn
their backs on an unregulated market system driven by unaccountable and
volatile financial forces. Now the main objective of government economic
policy becamedevel oping publicinfrastructureand services, alongwiththe
welfare and purchasing power of ordinary working people. The result was
what Eric Hobsbawm (1994) callscapitalism’s* goldenage’ (1948-1973), even
though sustained growth only kicked off under the stimulus of the Korean
War in 1950 and began to unravel when Nixon took the dollar off the gold
standard in 1971. Japan joined the US and Western Europe as a main
beneficiary of the post-war boom. Before, the world economy grew fitfully
because boomsand slumpsin particular countriesdid not usually coincide.
Now coordinated public spending by national governments, with Roosevelt’s
New Deal and Keynes' (1936) theories in mind, generated the biggest
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economic expansioninworld history.

Thisperiodwitnessed two revol utions: theinstall ation of social democracy
by developmental states as a culmination of national capitalism and the
achievement of national independence for the peoples annexed by western
imperialisminthe nineteenth century. Thiswasal sothetimeof the Cold War
between the two remaining superpowers. A struggle to the death between
proponents of the free market and state socialism massively distorted how
post-war economic systems were understood. Even though the Pentagon
was and still is the largest state-run collective in world history, the US
representsits‘ military-industrial complex’ asasystem of ‘ freeenterprise’.
Similarly the current system of politically sanctioned rent-seeking, crony
capitalism and corporate criminality ismisrepresented asthe‘ freemarket’.
National capitalism rested from the beginning on a close alliance between
governments and corporations—on afusion of state and market —yet their
interests were held to be intrinsically antagonistic under the conditions of
the Cold War.

The 1970s were the next watershed. United States expenditure on its
losing war in Vietnam generated huge imbalances in the world’s money
flows, leading to a breakdown of the fixed parity exchange-rate system
devised at Bretton Woods. De-pegging thedollar fromgoldtriggered afree-
for-all incurrency markets. Theworld economy was plunged into depression
in 1973 by the formation of OPEC and a hefty rise in the price of oil.
‘ Stagflation’ (high unemployment and inflation) increased, opening theway
for conservativesto revive giving priority to ‘the market’ over ‘the state’.
The 1970s concluded with a counter-revolution against social democracy,
marked by the election of Thatcher and Reagan, that came to be known as
‘neoliberalism’. A run on the dollar following a second oil price hike led
Volcker’ sFederal Reservetoraiseinterest ratesto around 20 per cent. Debts
incurred by ‘third world’ governments as aresult of irresponsible lending
of the ail surplus to Third World kleptocrats now incurred huge interest
repayments; and the western powersimposed the full rigours of * structural
adjustment’ on client regimeswhose unbal anced budgetshad beentol erated
before. These economic policiesof threedecadesago find their denouement
intoday’s crisis.

The First World War had profound consequences for South African
capitalism. TheUnionwasformedin 1910 asacompromise between thetwo
main white groups and the outbreak of war reinforced South Africa's
isolation. Theexternal orientation of imperial financegaveway toafocuson
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building a South African economy aspiring to greater self-sufficiency than
before. Pressures on the Gold Standard, the growth of New York asarival
financial centre to London, inflationary pressures in Britain and the
devaluation of the pound forced the imperial banks and London-based
mining companies to focus on local concerns.

Asaresult, the South African branches of these compani es secured more
space to consider alternative investments within South Africa, being less
driven by metropolitan concernsand priorities. Two devel opmentsillustrate
thistrend. National Bank (which became part of the Barclays Bank stable
soon afterwards) helped to establish the state-owned National Industrial
Corporationin 1919to support the growth of local manufacturing capacity.
Second, the JPMorgan financial empirehel ped found Ernest Oppenheimer’s
Anglo-American Corporationwhich subsequently shaped the devel opment
of the entire region (Bond 2001: 256-61). Other important developments
included the formation of the Afrikaner mutual financial services group,
Sanlam in 1918. Both the Smuts and Hertzog governments of the 1920s
embraced state capitalism in setting up the public electricity utility, Eskom
(1923) andtheironand steel monopoly, Iscor (1928). Alsocritically the South
African Reserve Bank was formed in 1921 with private shareholding and
responsibility to maintain acommon national currency, amoveresisted by
some commercial banks and the political opposition. The SARB was the
fourth oldest central bank established outside Europe, the others being the
Bank of Java/lndonesia (1828), the Bank of Japan (1882) and the Federal
Reserve(1914) (Rossouw 2011: 3).Thelndustrial Development Corporation
was established in 1940 and the National Finance Corporation in 1949.

ThePact government (aprotectionist coalition of working classand poor
whites) led by Hertzog was formed in 1924. Smuts and Hertzog alternated
governmentsin the interwar period and they took different views of South
Africa srelationship tothestrugglebetweenthe USA and Britainfor global
dominance. Both embraced the international vogue at the time for expert
knowledge and quantification, but they looked to different sourcesfor their
advice — Smuts mainly to Britain (Keynes, Strakosch and the Bank of
England), Hertzogto the United States, Holland and Germany, especially to
Edwin Kemmerer who supported hispolicy for South Africatoreturntogold
quickly independently of Britain. Strakosch was anxiousto stop thismove,
asthiswouldthreaten London’ sroleasthe centre of world finance (Bordiss
and Padayachee 2011).
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South Africa withdrew from the gold standard in 1933 at the time of
Roosevelt’ sresponsetothe Great Depression. After the Second World War,
theNationalists, whowon power in 1948, launched theapartheid revolution
proper. This coincided with the post-war boom in which South Africa
participated, but not asfully asthe leading nations. Just asthe world turned
in 1973, so did the South African economy which went into a debilitating
economic decline when the energy crisis pushed the world economy into
recession. From this point, African resistance to apartheid grew, while the
gold petered out and manufacturing industry was not able to overcome the
limitationsof the home market.

TheAnglo-American Corporation (AACor just* Anglo’) iscentral to our
story, from its beginnings as a ‘relatively junior mining house’ (Pallister
1988) to becoming themost significant of South Africa’ sglobal corporations
within a few decades. Its founder, Ernest Oppenheimer, arrived in South
Africafrom Germany to run the office of aLondon diamond-buying firm,
Dunkelshuhler, soon after the end of the Boer War and the death of Cecil
Rhodes, who had amal gamated the diamond minesinto the powerful deBeers
company. In 1905 Dunkelsbuhler took a one-third stake in Consolidated
Mines Selection (CM S), asmall mining finance housewith several German
directors. Oppenheimer’ s origins and connections posed problemsfor him
intherun-uptotheFirst World War, so heleft for London beforereturning
totakeahalf-share of CM S’ snew venturesinthedeeplevel sof the Far East
Rand goldfields. He made contact with American bankers and mining
engineers, including Herbert Hoover.

Afrikaner hostility towardstheimperialism of foreign capital went back
decades. American mining engineer, John Hays Hammond, who with other
Californians managed ‘half the mines on the Rand’ and shared Rhodes’
dream of worldwide Anglo-Saxon supremacy, played a ‘starring role in
eventsleading up to the Boer war, running guns and providing other useful
services for the mines' owners (Brechin 1999: 54-55), barely escaped
capture and imprisonment by the Boers. General Smuts had ‘reservations
about the Americans moving in for a fat profit’ (Pallister 1988: 54).
Oppenheimer had to re-assure Smutsabout hiscommitment to South Africa
by registering the company thererather thanin London. Oppenheimer’ snew
company (AAC) was eventually formed in September 1917 with some
heavyweight American directors. The board also included a Member of
Parliament and representativeof the National Bank of South Africa(Pallister
1988:54). Ernest Oppenheimer himself won the Kimberley seat for Smuts’
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South African Party in 1921.

Afrikaner nationalist concernsabout Anglo-American’ sdisproportionate
influence over South Africa’ seconomy (and politics) did not diminishinthe
following decades. By the late 1930s, Oppenheimer realised his dream of
taking complete control of de Beers and the London-based diamond
syndicate; and Anglo significantly extended its operations in mining,
finance and industry across the whole of Southern Africa. He skilfully
negotiated hisway through many political minefields, eveninthedepression
years when his threats to cut back production in diamonds and gold were
fiercely resisted by the Nationalist government of Hertzog because of
potential lossesof Afrikaner mine-workers' jobs. Oppenheimer wasableto
circumvent these tensions, relying on the strength of English capital,
especially since gold-mining was the single most important source of
government revenue.

Sanlam was ‘ once abyword for Afrikaner empowerment’ andisstill the
second largest financial services group in the country, with growing
investments in Africa, viaits purchase of African Life, and more recently
investmentsin Europe and India. The company, formed ayear after Anglo,
was a leading force behind the Ekonomiese Volkskongres and the
Reddingsraad movementinthe 1930s; with VolkskasBank, it was'‘ theprime
beneficiary of the centralisation of capital aimed at by the movement’
(O’'Meara1983: 200). Itsinitial growth, largely based on Cape agriculture,
wasslow, but after itsrapprochement in 1937 with the Broederbond, which
had initially been suspicious of Cape domination over Transvaal economic
interests, its appeal widened within the Afrikaner farming and commercial
community (but notinmining) and grew rapidly (1983: 97-106).

Theperiod 1930-1960 wasremarkabl efor themining companiesextending
their reach into and restructuring both manufacturing industry and finance.
Anglo-American|edthe opening of new goldfieldsinthe Orange Free State
during the 1940s. Anglo’s takeovers epitomised the tendency towards
centralisation of capital and control at thistime. By the 1950sit had become
activein developing thelocal money market in South Africa. Oppenheimer
helped to set up the National Finance Corporation in 1949 and in 1955
established Anglo’s own private merchant bank, Union Acceptances Ltd
(UAL), while further developing and diversifying the parent company’s
industrial interests.

The relationship between Anglo and the new National Government
elected in 1948 was said to be poor; but each side recognised the other’s
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importance (Terreblanche2002: 305). Fromthe 1950s, both theleading state
corporations, Eskom and I scor, kept closeworking relationswith Anglo and
‘the NP maintained these partnerships despite its suspicion of mining
capitalists’ (Terreblanche 2005: 344). As a result of close co-operation
between Eskomand Anglo, theprivatel y-owned VictoriaFallsPower Company
wasexpropriatedin 1948. A sthe main mining houseand dominant consumer,
AAC benefited enormously from cheaper electricity supplied by Eskom.
Iscor’s steel monopoly had Oppenheimer’s support even before 1948
(Terreblanche 2005: 369). The company’ scommitment to the devel opment
of the South African economy asawholeisfurther evidenced by therolethat
Sir Ernest Oppenheimer played in founding the National Development
Management Foundation of SA in 1948 in order to support those involved
in management functions, and ininitiating the establishment in 1975 of the
Institute of Industrial Relationsto provide* aforumwhere management and
labour could meet to exchangeviews' (Webster 1981: 107).

Anglosoldits23 per cent sharein General Mining and Finance Corporation
(Gencor) to Federale Mynbou (Fedmyn). Thishadlessto dowithincreasing
Afrikaner participation in gold mining than with an undertaking from the
Sanlam Group to Oppenheimer’ s successor, Harry, to limit their diamonds
business and allow de Beers control of any new business they established
in that line. Nor were the shares ‘given’ to Fedmyn, but rather bought at
market price(Gilliomee2008). In 1999 Anglo merged with L uxemburg-based
Minorco which it had set up to manage its international assets during the
apartheid era, forming Anglo-American plc, withaprimary listingin London
and secondary listingsin Johannesburg, Switzerland, Botswanaand Namibia.
It had the blessing of the ANC government to do so. An Annual Report of
2008 boasted that * our strong South African heritageformstherootsfor our
global business, now operating inthe Americas, Australia, Southern Africa
and Europe’.

Despite heavy inflows of international finance, technology and skillsin
the early years, the mining-finance conglomerates became increasingly
South African. Their contributionsto output, employment, exportsand state
revenuewere crucial to the modernisation and growth of the South African
economy. By themid-1980sgold alonestill accounted for morethan half of
total South African exports(Freund 1991: 5). Althoughthemines' contribution
to economic output and employment has declined since the 1980s and
mining-finance houses have unbundled and restructured in significant
ways, thepower and influence of the Mineral s-Energy Complex inthe South
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African economy endures. The MEC has been built:
around asmall number of large scale, corporate capital sthat havealways
dominated the economy over the past century. They havebeenintegrally
co-ordinated through state policy and with the large scale state
corporations such as Eskom, Iskor, Sats (now Transnet), Sasol and
Armscor. Further, the post-war period has witnessed both the
incorporation of Afrikaner-based ownership into the MEC and the
extensive conglomeration of capital over the entire economy, with a
particularly prominent role played by mergers, acquisitions, inter-
locking and pyramid forms of ownership, and parallel developments
and control in the financial sector. (Fine 1997: 131)

Although there has been strong growth in sectors outside the MEC and
indeed outside mining and manufacturing, especially in services, it is still
powerful, if not as dominant asit was until at least the mid-1980s.

South Africa did benefit from the post-war boom and growth rates
remained consistently high in this period, but Feinstein points out that this
growth was not as spectacular asin some other countries. The reasons for
thisinclude the small size of the domestic market for manufactured goods,
thelow efficiency level of large segments of the workforce and continuing
pressure on the balance of payments (growth leading to rising imports, the
“Achilles heel of the South African economy’). There was a growing
shortage of skilled labour, caused by racial segmentation of the labour
market (job reservation) and poor quality education for blacks (the Bantu
Education Act and racially segregated universities from the late 1950s).

By the early 1970s, South Africa’ smodel of capital accumulation began
tocomeunder severepressure. Spontaneousstrikeactionin 1973 by workers
in the clothing, textiles and metal industries around Durban spread across
the country. Theresulting mobilisation and organisation of workersforced
the government to recognise black trade unions. These factors pushed up
averagewagerates. Risingglobal oil pricesfollowingthesteephikesof 1973
and 1979 weakened the balance of payments and added to the pressures on
South African businesses. The 1976 Soweto riots reflecting intensified
student and community protests, tightening international sanctionsand the
passing of theUS Comprehensive Anti-apartheid Actin 1986, all contributed
to a growing squeeze on South African businesses and the government.

South Africa became an international pariah in the post-war period; but
thisshould not |ead usto imaginethat the country was cut of f from theworld.
It received massive loans from the World Bank in the 1950s to build key
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infrastructure such as dams, highways and harbours, making South Africa
second only to Mobutu’ s Zaire asan African recipient of such loans, which
cameto an end in 1967. In the 1980s, the IMF suspended loans to South
Africauntil certain‘labour marketrigidities' (thatis, racial lawsgoverning
thelabour market) wereremoved, among other reforms, and Citi and Chase
banks refused to roll over loans. These financial sanctions had a serious
impact on South Africa’ s economy and politics.

Why did South Africa not benefit as much as some from the post-war
boom? We have already mentioned Charles Feinstein’s emphasis on how
low wages has a negativeinfluence on profitability and growth throughout
the economy. Harold Wolpe (1972) argued that the racially-based migrant
labour system was critical to South Africa’saccumulation project, not just
an irrational feature of an otherwise rational economic system, asliberals
argued. Changesinthereserves' ability to reducethereproduction costs of
labour and in the kind of qualitiesthat capital sought, led to the search for
anew accumulation path, lessreliant on cheap labour, more concerned with
labour force stability and skills and operating under more free-market
conditions.

The end of apartheid: South Africa in the second age of financial
globalisation

Inthe1970s, all but aminuteproportion of themoney exchangedinternationally
paid for goods and services purchased abroad. Thirty years later, this
function accounted for only asmall fraction of global money transfers, the
vast bulk being money exchanged for money inanother form. Thisrisingtide
of money, known as‘themarkets', isthe apotheosis of financial capitalism,
withtheactual production and sal e of commaoditiesand political management
of currencies and trade virtually abandoned in favour of an autonomous
global circuit of capital. Conditionsthat were normal in the decades before
the First World War have been replicated in the last three decades. The
financial collapse of 2008 and subsequent attempts of |eading governments
to save the banks by printing money and cutting public services led
inevitably to a sovereign debt crisis and leave the world economy in an
impasse for which no political solutions are apparent.

The 1970s saw the Keynesian class compromise of national capitalism
comeunstuck, not least asaresult of stagflation (rising unemployment and
inflation together), helping neoliberal conservatives to be elected in the
name of restoring ‘sound money’. Even so, the brutality of the revolution

72



A history of South African capitalism in national and global perspective

unleashed in 1979/80 was disguised by a democratic consensus at home
induced by the Cold War. Although Thatcher’ saccessionto power inBritain
was soon followed by violent confrontation at home and abroad, the
conseguencesof thenew regimewerefelt moredirectly inthe poor countries.
Statepower wasthrown back. Deregul ation led to unchecked informality and
criminalisation of theworld economy at all levels, especially at thetop. The
political power of workerswas undermined (‘flexible labour’). Economic
inequality escalated. Corporations are now two-thirds of the 100 largest
economic entitieson the planet, the othersbeing countries. Money isissued
inmyriad specialistinstruments(such ascredit default swaps) by adistributed
global network of institutions that goes far beyond governments and the
banks. Much of it flows outside the law through an offshore network
managed from the City of L ondon (Shaxson 2011) and the* shadow banking
system’ of hedge funds, money market funds and private equity initiatives
isliterally out of control. The Central Bank model invented from the mid-
ni neteenth century onwardsand symbolised by national monopoly currencies
hasbeenlosingitsway since1971. Y et the Europeansstill opted for asingle
currency as ameans of achieving political union when money had already
escaped fromitsnational straitjacket (Hart 2011).

Faced with the collapse of the banks, the western powers rediscovered
therole of the state aslender of last resort. Now that option hasrun out and
social unrest is escalating. National capitalism rested on a social contract
which has been broken in the last three decades, with power and honour
being granted to rent-seekers over those who contribute to increasing
shared wealth. Thelast timeaso-called Gilded Agecametoanend, theworld
was consumed by war and economic depression for 30 years.

The period sincethe 1980swas marked by another revolution. Thefall of
theBerlinWall in 1989 effectively ended the Cold War, soon followed by the
peaceful dismantling of the Soviet bloc. Intheearly 1990s, theinternet went
public for the first time and China and I ndia emerged as |eading capitalist
powersafter reformsin 1978 and 1991 respectively. Theend of four decades
of nuclear terror wasimmensely liberating and for awhileit seemed that the
world was entering a new age of popular freedom. Two huge political
blunders were made at this time. The end of the Cold War was seen as a
victory for the free market and liberal democracy (‘the end of history’
according to Francis Fukuyama 1992). Accordingly a posse of American
economists like Jeffrey Sachs proposed unrestricted ‘privatization’ of the
former Soviet bloc, taking no account of thelong history of publicinstitutions
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that shored up national capitalism in the West. The result of emasculating
the state was to hand the economy over to mafias and oligarchs who soon
arosetofill thepolitical vacuum. Theerrorsof the European Unionfollowing
the Treaty of Maastricht in 1992 were obscured by thelong credit boom and
have only cometo light in the current euro crisis. Heretoo it was assumed
that political institutionswere not aprerequisite of monetary union. Rather
thenew single currency of the eurozonewould |ead member statesto closer
fiscal union and economic convergence. In fact, the opposite occurred and
now there are no political means available to resolve the consequences of
regional divergence over the last two decades.

For South Africa, weprefer to highlight Mandel & sreleasefrom prisonin
1990 asaturning point rather thantheformal electionof theANCanditsallies
in1994. Itishardly controversial toidentify afurther break inthelate months
of 2008, when the full force of the financial crisis broke, Obama became
president of the United States and the ANC evicted its own president from
office, precipitating apolitical crisiswhose contoursand consequencesare
still not yet clear. Theneoliberal policiessoreadily adopted by the ANC soon
after it came to power are now threatened in turn, not just in South Africa,
but globally. Political emancipation did not leadto reduced inequality inthe
period 1990-2008; if anything it got worse. A small black elite used Black
Economic Empowerment (BEE) tojointheir white counterparts; and thebig
mining companiestook advantage of aninternational regimefavourableto
free capital flowsto move their headquarters and much of their money out
of the country.

September 11, 2001 wasthenext turning point, areturnto extravagant use
of state power, a counter-revolution of sorts against the liberal revolution
of the 1990s. This took the form of domestic abuse of citzens (especially
whentravelling through airports) and arenewed tastefor imperialist warsin
the greater Middle East. The credit boom eventually unravelled and
derivatives based on unsustainable mortgage loans in the United States
imploded. Since 2008, the fortunes of ‘emerging markets’ and the old
capitalist heartlandshavediverged further. ' Quantitativeeasing’ haspartially
restored asset markets for the rich, but has done nothing to stimulate
demand, create jobs or address the economic problems of workers and the
poor. Political unrestisnow commonplace: the* Arab Spring’, Londonriots,
Occupy Wall Street, Russian protests, etc. Africaisrapidly emerging asa
potential investment hotspot and is projected to be 25 per cent of world
populationin2050, 37 per centin 2100 (UN World Population Prospects: the

74



A history of South African capitalism in national and global perspective

2010 Revision).

Sowhat of South Africainthisera? Erwinand Webster (1978) haveargued
that South African capitalism was a stunted, colonial variety that left the
economy hopelessly unbalanced and unabl eto generate an appropriate rate
of growth of output and employment, compared with other capitalist
economies. Has this structural distortion been corrected over the last two
decades? I's South Africa becoming more like other Western economies?
Debate on these questions continues. We highlight here three key features
of South African capitalism in the post-apartheid era. First, changesin the
power and significance of the Mineral s-Energy Complex andinthecorporate
structure that underpinned it; second, the black economic empowerment
programme; and, third, massive capital flight out of the country.

Somekey componentsof theM EC have madeaseamlesstransition, partly
dueto stateinvestment in coal, gas pipelines and el ectricity. Soon after the
fall of apartheid, the government approved mega-projects in aluminium
smelting and stainless steel (see above). Both projects received heavy
financial support from the IDC despite its nominal commitment to small
businessdevel opment (Fine 1997: 136-40). Even so, South African capitalism
haschangedinthelast two decades, with finance becoming thedriver rather
thanfacilitator of economicactivity. Andthe MEC’ sweight hasdeclinedin
relation to the services sector which has grown rapidly.

Therehavebeensignificant changesin South Africa’ scorporatestructure
and the strategic restructuring of these corporations.

Today, themining financehouseno longer exists. Alongwithitsdemise,
two of itswidely imitated characteristics—diversified holdingsand the

entrenchment of control through pyramid structures—havefallen from
favour. (Malherbe and Segal 2001: 1)

Themainforcefor thischange has been market disciplineimposed through
falling equity prices, as well as the ‘role played by foreign institutional
investors, who robustly criticized corporate structure, governance and
performance upon their return to South African marketsin 1994’ (2001: 4).
‘The great Transvaal houses that dominated the economy for a century or
so, are fast disappearing, to be replaced by focused operating companies
with only afew dozen head office employees’ (Goldstein nd: 31).
Perhapsthe most significant change of the last two decades has been the
end of the group-holding, pyramid structure and extensive cross-holding
directorships that characterised South African capitalism under apartheid
(interview with Jim Sutcliffe, July 30, 2007). Not only have companies
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unbundled and restructured, but the phenomenon of the ‘big man’, the
Executive Chairman and CEOrolledinto one,isnolonger so evident in South
African corporate boardrooms. Zav Rustomjee (personal communication)
still holds, however, that ‘ group holding power (largely domestic capital)
may havemorphedinto aslightly morediffused form—but the samebusiness
characters and groups (with afew additional domestic and global players)
have continued to determine the course’. Debate about the meaning and
significance of the MEC in the contemporary South African economy
continuesvigorously evento thisday (eg Transformation 71, 2009, Special
Issue on the MEC).

A second featureof capitalismin post-apartheid South Africaisthe ANC
government’ sprogrammeof affirmativeaction, BEE. Affirmativeactionitself
ishardto knock, but criticismshavebeenlevelled agai nst the current model.
The ANC's initial approach was moral suasion, encouraging the white
conglomerates to unbundle and sell off parts of their business empires to
aspirant black capital. When the pace was too slow, they then shifted to a
moreassertiveregulatory stance, brokering with themain sectors(including
agriculture, transport, autos and information technology) ‘ voluntary’ mid-
tolong-termtargetsfor changein ownership, participation, training etc, as
well as a broad-based BEE code of good practice, monitored by the DTI.

The share of JSE market capitalisation under black control rose quickly
toabout 10 per centinthemid-1990s, thenfell tolessthan 1 per centin 1999
(Jacobs2001.: 3) beforerising to 4 per cent in 2004 (most of it accounted for
by the mediaand communicationsgiant M TN). Theimpact of empowerment
policy is greater if we look beyond direct ownership and control. The
beneficiariesof BEE areasmall elite, many with closelinkstotheruling party,
someof them party officials, plusafew prominent ex-trade unionists. M ost
becamewealthy through board-room deal sand none has started alarge new
business. Self-enrichment rather than empowerment isthe order of the day.

M oeletsi Mbeki, brother of the former President, has been one of BEE’s
most strident critics, arguing that it was ‘invented by South Africa’ s mega
mining and finance corporations in the 1990s, as a kind of reparation, in
response to what they believed was possibly a far worse outcome — the
nationalization of the commanding heights of the South African economy,
as emphasized by Mandela...in February 1990'. An early example wasthe
sale of Sanlam’s Metropolitan Life (Metlife) to a black consortium that
included the Mandelafamily’ sdoctor and the secretary general of the ANC
(Cyril Ramaphosa). Sanlam even helped the new ownersto get aloan from
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thelDC. Mbeki claimsthat ‘ Thisclassplaysnextto noroleintheownership
and control of the productive economy of South Africa. Their roleisone of
overseeing redistribution of wealth towards consumption, exemplified by
handing out shares to black beneficiaries’ (Mail and Guardian, April 28,
2006). The ANC’s partner, the SACP, concurs: emerging black capital,
especially when close to the state, ‘tends not to be involved with an
expansion of the national forces of production, including significant job
creation... Thiscompradorism hastypically not accumul ated itsown capital
through unleashing productive processes, but relies on special share deals,
affirmativeaction, quotas, fronting, privatization and trading onitsonereal
piece of “capital” — access to state power — to establish itself’ (SACP
Information Bulletin, Bua Komanisi 5(1), 2006).

Lack of financefor BEE dealsleadsto reliance on merchant bankersand
others(the ‘real’ beneficiaries); some BEE partiessoon sell off their shares
to finance the balance or to make quick profits for themselves. Foreign
investment has not raised BEE ownership levelssignificantly. But foreign
firmshave promoted black participationinhigh skill job categoriesmorethan
their South African counterparts. ‘ The state’ s capacity to shape capital is
limited...by the extreme concentration of ownership in the South African
economy’ (Ponteandvan Sittert 2007: 461). ‘ Black capitalismarrivedtoolate
in South Africa to sustain itself and pose any serious challenge to the
domination of whitemonopoly capital. Unlikethegrowth of Afrikaner capital
earlier, which was strongly supported by various state corporations, the
state today cannot do much to support black capitalism whenit is shedding
itsassetsto market forces' (Jacobs2001: 11). Ben Fine(2012) hasnoted that
BEE may have created anew black bourgeoisie, butitisnot anew progressive
fraction of black capital capableof carryingthroughthenational democratic
revolution that some once hoped for. Its wealth is derived primarily from
financial and ownership restructuring and contributeslittleto economicand
social development.

It may beuseful to notehow South Africa’ sminority businesscommunities
havefaredinthecontext of BEE. How, for example, have Afrikaner companies
experienced theloss of political dominance? Sanlam demutualisedin 1998
(and many Afrikanerscashed intheir sharesat thistime, thereby diluting its
ethniccore). Unlikeitsinsurancerival, Old Mutual, Sanlam chose not to seek
an overseaslisting. On the Johannesburg and Namibian Stock Exchangesit
was second only to Anglo-American in terms of market capitalisation. In
2003, ablack empowerment consortium, Ubuntu-Botho, took a 10 per cent
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equity stake. Butin 2008 Sanlam bought aBritish private client investment
firm and two other UK companies as ‘ part of its strategy to diversify and
increaseglobal exposureforitshigh networth client base’ (BusinessReport,
February 13, 2008). The Sanlam board hasbeen transformed with ei ght black
members and five women out of 20 directors by 2007. Its CEO holds that
‘Afrikaans capital’ no longer existsin South Africatoday.

Africans are usually considered to be more valuable empowerment
candidates than other previously disadvantaged communities (Indians and
Coloureds), despite the terms of the legislation. In aprevious article (Hart
and Padayachee 2000), we emphasised the historical confinement of local
I ndians; but the busi nessmen who emerged with such forceinthe 1990s had
been actively participating in global society even during the darkest days
of apartheid. Despiteearly optimism, these businesses have not done so well
since. Few South Africans of Indian origin have taken advantage of BEE —
certainly when compared with the new African corporate elite.

The third feature of South African capitalism after apartheid that we
would emphasiseiscapital flight. Thisisin sharp contrast to the massivenet
inflowsof foreign capital duringthefirst ageof financial globalisation. Large
financial outflows, including dividends and branch profits, have anegative
impact on the currency and make any government attempt to stimulate
demand through quantitative easing that more precarious. Net dividend
outflows haverisen dramatically, from just under abillion rand in 1998 to
about R9billionin2000, R17 billionin2001 and R24 billionin 2005 (SARB
various). The Mail & Guardian reported that R45 billion (at an annualised
rate) | eft South Africainthethird quarter of 2001 al one’ because of the major
local companiesthat have listed offshore, exacerbating the collapse of the
rand’ (December 7-13, 2001). According to Ashman, Fine and Newman
(2011), 20 per cent of GDP hasleft the country since 1994, whether legally
and/or illegally. In fact the easing of exchange controls made this outflow
increasingly legal.

The unwillingness of South African firms to invest within the country
means that corporate savings are at their highest level for several decades.
The cash fund corporate South Africawassitting on at the end of 2010 was
atitshighest level since 1995, reaching nearly 18 per cent of grossdomestic
product (R480billion). * Cashinhand hasrisen dramatically’ saysStanlib’s
chief economist, Kevin Lings (Mail & Guardian, August 26, 2011). So it
looksasif South African corporationseither send their money abroad or just
sit on the cash.
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Thesesummary reflectionsall ow usto put someflesh ontheextraordinary
contrast between business affluence and mass poverty with whichwebegan
thisessay. South African capitalism today workswell to produce asurplus
andthe country’ sworld-classfinancial systemisused to ship profitsabroad
or to hold companies’ cash. Either way, little capital findsitsway back into
domestic investment and employment creation.

South African capitalism between national stagnation and world
crisis

Although South Africais geographically marginal to the world economy,
made almost no contribution to the latter’s development for most of its
history, and wastemporarily ostracised for itsapartheid system, it has been
amajor global actor since the 1870s: as a source of gold when world trade
depended onit; asacrucibleof theracialised international economic order;
astheonly exampleof national capitalismin Africa, however flawed; and as
apolitical leader in the worldwide liberation struggle. For a century, the
country embarked on an experiment that, while not unique, wastakento an
extreme, namely the pursuit of national development for thebenefit of awhite
minority only, withthevast majority of blacksexcluded. Thisexperiment was
fuelled by amineralsbonanzathat ran out at the sametime asthe gl obal post-
war boom did.

Thethree decades of social democracy after thewar werethe culmination
of a program envisaged by the great synthesiser of modern economics,
Alfred Marshall (1890) and his pupil John Maynard Keynes. This held that
moral and material progress go hand in hand, the state delivers to all its
citizens and economic growth results. There is a religious aspect to this
belief; it powered the drive to democracy in Britain in the 1860s and again
after 1945. Thisisnational capitalism at itsbest and the neoliberal periodis
itsantithesis, not least initsreversion to apre-industrial system of rentsor
todistribution over production asthe mainway of gettingrich. Thiscounter-
revolution involved negating the social or moral contract of what went
before and replacing it with the opportunism of ‘take what you can’. Inthe
same period, China, Indiaand Brazil, who missed out earlier, found their own
versions of national capitalism with the social improvement of the mass of
citizensinmind.

Where is South Africain all this? Like China, India and Brazil, South
Africanswerestuck intheir own political messduring the boom decades, but
experienced adiluted form of what wasgoing onin Europe, North America
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and Japan, withimmoral force holding them back. What isstriking about the
ANC ishow soonthey droppedthemoral capital they acquired fromtheanti-
apartheid movement and readily acquiesced in the prevailing easy money
regime of theworld economy at thetime. Inthisthey resembl ed postcol onial
African governments who al so sought to establish developmental statesin
the general interest of citizens during the post-war decades and then
abandoned any pretenceof servingtheir peopleintheneoliberal era(Mbeki
2009).

What wassimilar and different about South Africa’ sexperienceof thetwo
periodsof globalisation?How doesthe ANC’ sversion of national capitalism
comparewithitsapartheid predecessor?1s South African capitalism, broadly
speaking, still what it was? How much room do its policy-makers have for
manoeuvre in the aftermath of 2008? Does the MEC continue to dominate
South African capitalism? How important is race and class today in South
Africa? We have stretched our competence in attempting so wide-ranging
a historical narrative in the hope of providing a historical framework for
seeking answers to these questions, many of which are addressed in the
following chapters; but our morelimited aim hasbeen to providean account
that is less short-run and parochial than usual.

Thedurablefeaturesof South African capitalism sinceitsmoderninception
aremining, racial domination, and an unevenrelationship between the state,
finance and industry. Although the national economy went through long
swingsbetween an external andinternal orientation, each of themain periods
wehavehighlighted (1870s-1914, 1914-45, 1945-79, 1980s-2008) wasmarked
by both. South African capitalism has a markedly ‘neo-feudal’ character,
distinguished by acult of alpha-male leadership, cronyism between firms,
banksand government, arelative absence of competition, weak democracy
intheworkplace, noflourishing culture of small and medium enterprises; in
other words, atendency towards absolute rather than relative surplus value
(see above, Marx 1867) which has its roots in British colonialism, rural
Afrikanerdom and a history of racial oppression by asmall white minority.
That this has not changed much under the ANC is a national tragedy; but
aserious explanation for thisrecord of political and economic failure must
take in world developments over the last century and a half.

Cecil Rhodesand hiscontemporariessaw South Africaasalaunching pad
for British imperialism in the continent as a whole. Then, as the world
retreated from imperialism to anational model of capitalism, South Africa
withdrew too. Thissense of a‘whiteman’scountry’ isolated fromthe‘ dark
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continent’ peaked in the apartheid decades. Majority rule opened up the
possibility for South Africato lead a drive towards African unity and this
was captured by Thabo Mbeki’ sslogan of an* African renaissance’ . But the
ANC’ sactual strategy combined opennessto neoliberal globalisation with
policiesthat strengthened the opposition between the ‘ rainbow nation’ and
other Africans. South Africa’ s poor citizens, faced with the enrichment of
ablack elite and their own continuing economic exclusion, were asked to
identify with apartheid’ sbeneficiariesagainst their African neighbours. The
search for effective solutions to South Africa’s long-running attempt to
evolve from an export-oriented mining enclave to a modern industrial
economy should be part of any sustainable future for Africa. With therise
of other growth polesintheregion, however, therest of Africamay nolonger
feel that thisisessential. The ANC’ sembrace of nationalism and neoliberal
globalisation simultaneously, to the detriment of both, has done lasting
damage to the prospects for regional integration.

Regional integration isone path towardsasol ution; but South Africahas
a complicated history of relations within its own region. A more active
African strategy must start with rationalising rel ationswithin SADC, which
now includes countriesasfar afield asthe Congo, Tanzaniaand Mauritius,
withtheaim of freeing up themovement of people, goodsand money within
theregion (Hart and Padayachee 2010). Rather than returnto amid-century
model of industrial development, South Africa’s (and Africa’ s) economic
future lies with services, including finance, along with communications,
transport, construction, energy and minerals. South Africaleadership of a
continental drivefor economic expansion, however, may be more difficult
now than two decades ago.

Notes

1. Selectedindicators: A. Efficacy of corporate boards number 2 of 142; financial
market devel opment 4; management schools 13; air transport infrastructure 17.
B. Electricity supply 97; pay and productivity 130; life expectancy 130;
education system 133.
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