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NUMSA’s queries: 
• What are the root causes of the weakening of the 

rand, and how much of this is caused by our failure to 
industrialise? 

• How much of the current economic concerns are as a 
result of financialisation and our failure to transform 
the minerals energy complex? 

• What has been the roles of financial liberalisation 
and high interest rates? 

• What is our take on the huge trade deficit and 
growing foreign debt?  

• What must be done to reverse the current situation? 



1) NUMSA critique of 
National Development Plan 

is welcome 



‘SA today has much to 
celebrate on the economy 
and infrastructure’ REALLY? 

‘When you can’t locate where you 
are, your ability to reach your 

destination will be constrained. Last 
week the centenary of the Titanic 
was marked. If there are going to 

be icebergs on the route then you’d 
better know.’ – Trevor Manuel, June 2011 



‘SA today has much to celebrate  
on economy and infrastructure’ 

Biggest 
error in 
NDP? 

‘Unemploy-
ment levels 

decreasing 
since 2002’ 



in reality, from 2008-11, 
SA lost more jobs than any 

in G20 aside from Spain 



unemployed get very few 
benefits in South Africa 



2) root causes of 
weakened rand include 

world capitalist crisis and 
corresponding currency 
volatility – which also 

cause maniacal search for 
corporate profits 



stagnation in world GDP growth, 1960s-2000s 



from overaccumulation 
to financialisation: 

sources of decline in US 
manufactuing profits 

• US corporate profits derived much less 
from manufacturing products; 

• much greater sources of profits from 
abroad; 

• profits also came more from returns on 
financial assets. 

• Source: Gerard Dumenil and Dominique Levy 

crisis of surplus value extraction 

‘temporal fix’ 

‘spatial fix’ 

GDP stagnation 



finance delinks from 
world’s real economy: 
market value of financial 

assets and aggregate global 
GDP at current prices 

(billion US dollars) 
Source : Leda Paulani, USP with 

McKinsey Global Report data 
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Ugandan Marxist 
Dani Nabudere’s  
thesis vindicated 

The Crash of 
International  

Finance Capital  
and  

The Rise and 
Fall of Money 

Capital  



one financial 
activity that 

lost any 
relation to 

real economy 
is foreign 
exchange 
turnover 



Source: IMF, Global Financial Stability Report, April 2010 

more disconnect of financial markets from real economy 



Short-term gut reaction:  
2008 crisis a good example: 

interest rates in emerging markets 
rose by 5% from September-

November, as currencies crashed and 
funding flows flew to the US$ 

Source: UNCTAD 



emerging stock markets hit hardest by 2008 volatility 

Source: Unctad 



when the game is up, who 
pays bill for fake finance? 

vast increase 
mainly reflects 
bailout of US 
and European 
banks in late 

2008 



1948    1955   1965   1975   1986 
Source: Nicoli Nattrass, Transformation 1989 

rate of profit 

(as % of capital stock) 
deep-rooted 

overaccumulation crisis 
(and 1985 banking crisis) 

finally responsible for late 
1980s break between 

white Joburg capital and 
Pretoria regime, and for 
early 1990s deals with 

incoming ANC elites 
similar US profit decline  

declining SA manufacturing profits, 1950s-80s 



1948    1955   1965   1975   1986 
Source: Nicoli Nattrass, Transformation 1989 

Rate of Profit (as % of capital stock) 

similar US profit decline  

SA corporate profit rate, 1970-2010 
net operating surplus/capital stock 



one reason, SA workers lost wages 

compared to capital’s profits 

Wages/profits in 1994: 
54/46 

  

Wages/profits in 2011:  
43/57 



SA labour market is TOO flexible: 
our workers amongst G20’s least protected 



environmental 
degeneration:  

SA now amongst 
world’s worst five 

major countries for  
eco-stewardship 

Yale/Colombia Universities’ Environmental Performance Index, 2012 



how the MEC underdevelops SA 
a first cut in the World Bank’s Changing Wealth of Nations (2011) 
 
substantial ‘subsoil assets’ within ‘natural capital’, 2005 

depletion of subsoil (mineral) assets = 9% of income 

net decline in SA’s per person wealth: R2400   
SA ‘resource-cursed’ 



3) how much of the current 
economic concerns are as a 

result of financialisation, 
financial liberalisation and 

high interest rates? 



declining SA manufacturing profits from 1989-present 
in relation to finance, insurance & real estate 

Source: Dani Rodrik, Harvard 



SA ‘financialisation’: 
Johannesburg Stock 

Exchange speculation 



      

 

worse than even US and Europe 



falling gross fixed capital investment: ‘capital strike’ 

      

 

SA’s biggest firms moved offshore, many after getting permission by 

Trevor Manuel to relist financial hq on London Stock Exchange 

Anglo American, DeBeers, Old Mutual, SA Breweries, 

Investec, Didata, Gencor (BHP Billiton), Liberty Life  



SA banking profits amongst world’s highest 
(return on equity, 1996-2005) 

  

      

 

Source: ABSA Bank testimony to Competition Commission 

‘financialisation’: 
bank profiteering 



SA: world’s biggest 
property bubble 
389% increase, 1997-2008 

responsible for construction 
and finance (motor of 

economy, jobs) 

‘financialisation’: 
property speculation 



 

SA currency crashes 

Apartheid debt crisis, 1985 

financial liberalisations:  
1995 (finrand lifted) 

2000 (corps moved to London) 







one reason for currency 
decline in relation to US$:  

higher inflation than US 

SA Consumer Price Index 



what’s driving inflation? 



who wins/loses from 
inflation’s drivers? 



currency 
crashes and 

inflation cause 
SARB to raise 
interest rates 

alternative strategy: 
impose exchange controls, 

lower interest rates and 
subsidise basic-needs goods 



interest rate reactions to currency crashes 
Source of graphs: UNDP SA HDR 2003 

      

 

highest real rate in SA history 

removal of financial rand exchange 
controls, March 1995 



 

in 2011, SA had highest interest  
rates amongst 48 main countries 

(except Greece) 

one reflection of financialisation: 
relatively high real interest rates 



huge increases in borrowers’ “impaired 
credit”: 2.3 million newly blacklisted 





inequality in 2011 
SA is worst amongst large societies 





4) What is our take on 
the extremely huge 

trade deficit and 
growing foreign debt? 



imported products killed a large share  
of SA’s manufacturing employment 

Source: Dani Rodrik, Harvard 

another reason for 
deindustrialisation: 

import surge 



another factor in R crash: 
substantial trade deficit 



one reason for R crashes: ‘current account deficit’ of trade and payments 



debt due to “current account deficit”, 
mainly dividend/profit/interest outflows 

trade deficit 

 our capital outflow 



 

 Moeletsi Mbeki:  
 

“Big companies taking their 
capital out of South Africa are a 

bigger threat to economic 
freedom than ANC Youth League 

president Julius Malema.” 
 



outflow of profits: back up to R122 bn  

to pay for this: vast foreign debt liabilities 



borrowing to pay for 
payments outflows: 

foreign debt rises 
from $25bn in 1994 
to $150 bn in 2014 



 5) What must be done to 
reverse the current situation? 
• reimpose exchange controls, lower interest rates, audit 

foreign debt, control illicit capital flows and trade 
• adopt industrial policy aimed at import substitution, 

sectoral balancing, social needs, ecological sustainability 
• increase state social spending, paid for by higher 

corporate taxes and more domestic borrowing 
• reorient infrastructure to meet basic unmet needs and 

maintain/improve energy grid, sanitation, public 
transport, clinics, schools and recreational facilities 

• adopt ‘Million Climate Jobs’ strategies to generate 
employment in genuinely green manner 



infrastructure spending has been 
oriented to MEC, not basic needs 



SA has far lower debt 
than peer economies 

Malaysia, Brazil, 
Argentina, Thailand 

should Pretoria spend 
more to reduce 

inequality and meet vast 
socio-economic needs? 

SA’s domestic state debt 
is still too modest 



very modest post-apartheid 
rise in social spending 



very modest relative 
social spending to others 



a century of SA growth/decline 

           deglobalisation: 
growth of infant industries 
during Great Depression 

 

globalisation and  
world stagnation 

what can we learn from 
SA economic history? 



1930s-40s 
SA growth 

• lower foreign direct 
investment, loans, trade 

• globalisation disrupted by 
Great Depression, WWII 

• birth of secondary 
manufacturing industry 
(beyond mining 
equipment sector) 

• rate of growth of the 
black wage share rose 
more than 50 percent 
(from 11 percent to 17 
percent; black share only 
hit 21 percent in 1970) 

• overall GDP growth rate 
(8 percent) from 1931-46 
was fastest recorded in 
modern SA history 

 



‘globalisation of people, 
deglobalisation of capital’ 

I sympathise with those who would minimise, rather 
than with those who would maximise, economic 
entanglement among nations. Ideas, knowledge, 
science, hospitality, travel – these are the things 
which should of their nature be international. But let 
goods be homespun whenever it is reasonably and 

conveniently possible and, above all, let 
finance be primarily national.  

-John Maynard Keynes (1933), ‘National Self-Sufficiency,’ Yale Review. 

  



  

two contrary directions for  
framing socialist strategies: 

 

1) ‘reformist reforms’: 
 strengthen the internal logic of capitalism, by smoothing rough edges 
 allow the capitalist system to relegitimise 
 give confidence to status quo capitalist (neoliberal) ideas and forces 
 leave socialist activists disempowered or coopted 
 confirm society’s fear of power, apathy and cynicism about socialism 

2) ‘non-reformist reforms’: 
 counteract the internal logic of capitalism, by confronting core dynamics 
 continue capitalist system delegitimisation 
 give confidence to socialist ideas and social forces 
 leave socialists empowered with momentum for next struggle 
 replace social apathy with confidence in socialist integrity and leadership 
 
 

(for these distinctions, thanks to Andre Gorz, John Saul, Boris Kagarlitsky, Gosta Esping-Andersen) 


