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Course summary 

In this course we will be focussing on that which is relevant to the South African Economy past and 
present, and the historic events that lead to the evolution of the South African economy for the 106 

years between 1910 and 2017. 

Time allotted for course 

The course consists of 3 topics with an assessment that needs to be completed. The time allotted for 

each aspect is as follows: 

Topic 
number Title 

Word 
count Level 

Time 
allotted 

Topic 1 
The Evolution of The South African 
Economy  1 898 Entry 45 minutes 

Topic 2 A History of Political Influence on The 

South African Economy 
3 623 Entry 90 minutes 

Topic 3 The History of Currency in South Africa 3 002 Entry 75 minutes  

 Assessment   60 minutes 
 

   Total time 4.5 hours 

 

Assessment and certification 

After completion of the workshop the learner must complete an electronic assessment on the learning 
management system. 

 Form of assessment: Multiple Choice Questions 
 Number of questions: 20 questions 
 Duration: 60 minutes 
 Competency mark: 60% 

 

Upon obtaining a competency mark of 60% the learning will receive a certificate of completion. The 

learner will be afforded an opportunity to re-do the workshop should a competency mark not be 

attained. 
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Course accreditation 

CPD Category: Online program 
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TOPIC 1 THE EVOLUTION OF THE SOUTH AFRICAN ECONOMY 

 

1.1 Definitions and abbreviations 

Aggregate assemble, amass, accumulate, gather. 

Agrarian societies Agricultural / farming societies 

Bimetallic Standard 

A bimetallic standard is a monetary system in which a 
government recognises coins composed of gold or silver as legal 
tender. The bimetallic standard (or bimetallism) backs a unit of 
currency to a fixed ratio of gold and/or silver. 

Bretton Woods Agreement 

Approximately 730 delegates representing 44 countries met in 
Bretton Woods in July 1944 with the principal goals of creating 
an efficient foreign exchange system, preventing competitive 
devaluations of currencies, and promoting international 
economic growth. The Bretton Woods Agreement and System 
were central to these goals. The Bretton Woods Agreement also 
created two important organisations—the International 
Monetary Fund (IMF) and the World Bank. While the Bretton 
Woods System was dissolved in the 1970s, both the IMF and 
World Bank have remained strong pillars for the exchange of 
international currencies. 

LEARNING OUTCOMES 
After studying the topic, the learner should be able to- 

 Define the difference, as well as interaction, between a Business Cycle and Gross Domestic 
Product. 

 Identify what catalysed the high-economic growth rates during the eighteenth to twentieth 
centuries. 

 List the causes of the migration and urbanization to the Gold Fields in Johannesburg. 
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Carnegie Commission 

"The Poor White Problem in South Africa: Report of the 
Carnegie Commission" (1932) was a study of poverty among 
white South Africans that made recommendations about 
segregation that some have argued would later serve as a 
blueprint for Apartheid. The report was funded and published 
by the Carnegie Corporation. 

Fiat money 

Fiat money is a government-issued currency that is not backed by 

a physical commodity, such as gold or silver, but rather by the 
government that issued it. The value of fiat money is derived from 

the relationship between supply and demand and the stability of 
the issuing government, rather than the worth of a commodity 

backing it as is the case for commodity money. Most modern 

paper currencies are fiat currencies, including the U.S. dollar, the 
euro, and other major global currencies. 

Global Financial Crisis / Great 
Recession 2008/2009 

 

The global financial crisis (GFC) refers to the period of extreme 
stress in global financial markets and banking systems between 
mid-2007 and early 2009. During the GFC, a downturn in the 
U.S. housing market was a catalyst for a financial crisis that 
spread from the United States to the rest of the world through 
linkages in the global financial system. Many banks around the 
world incurred large losses and relied on government support to 
avoid bankruptcy. Millions of people lost their jobs as the major 
advanced economies experienced their deepest recessions since 
the Great Depression in the 1930s. Recovery from the crisis was 
also much slower than past recessions that were not associated 
with a financial crisis. 

Gross Domestic Product 

gross domestic products (plural noun); GDP (noun); GDPs (plural 
noun) the total value of goods produced, and services provided 
in a country for one year. Compare with the gross national 
product. 

Khoe-Sān 

The compound term Khoisan / Khoe-sān is a modern 
anthropological convention, in use since the early-to-mid 20th 
century to depict the Khoikhoi and the Sān indigenous to 
Southern Africa from roughly between 1,500–2,000 years ago.  
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NeneGate 

 

The removal of former finance minister, Nhanhla Nene, and the 
appointment of ANC backbencher, Des van Rooyen, burdened 
South Africa with billions of Rand more in debt costs as the 
markets responded against the controversial politically 
motivated event. 

Pastoral farming 
livestock farming of a variety of animals for consumption as well 
as trade 

Per capita Per person 

Richard Dreyton 
Richard Drayton FRHistS (born 1964) is a Guyana-born historian 
and Rhodes Professor of Imperial History at King's College 
London. 

South African Republic (SAR) 

Dutch: Zuid Afrikaansche Republiek (ZAR); also known as the 
Transvaal, 19th-century Boer state formed by Voortrekkers 
(Boer migrants from the British Cape Colony) in what is now 
northern South Africa. 

The Gold Standard 
The gold standard is a monetary system where a country's 
currency or paper money has a value directly linked to gold. 

The Great Depression 

The Great Depression began in the United States in 1929 and 
spread worldwide. It was the most prolonged and most severe 
economic downturn ever recorded in modern history up until 
the first half of the twentieth century, lasting until about 1939. 
The current Covid-19 pandemic is often equated to this period. 

Totalitarianism Dictatorship/autocracy  

Witwatersrand 

Ridge of gold-bearing rock mostly in Gauteng province, South 
Africa. Its name means "Ridge of White Waters." Its fatty gold 
deposits, occurring in conglomerate beds known as reefs, were 
discovered in 1886. A massive in-migration of miners followed, 
and the city of Johannesburg grew near the centre of the 
Witwatersrand. The tailing dumps of the gold mines stretch the 
entire length of the ridge, and chains of lakes created by water 
pumped from the mines occupy adjoining valleys. 
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1.2 Introduction  

After the Anglo-Boer War (1899–1902), the Union of South Africa was formed as a self-governing region 
of the British Empire on May 31, 1910. The British monarchy came to an end on May 31, 1961, replaced 
by a republic as the consequence of a 1960 referendum, which legitimised the country becoming the 
Republic of South Africa. On April 27, 1994, the African National Congress (ANC) achieved victory in the 

country's first democratic election.  

During the 106 years between 1911, (a year after the formation of the Union of South Africa), and 2017, 
(23 years after the first democratic elections), the South African economy transformed remarkably. 

While primary sectors like agriculture and mining had formed the backbone of the economy during the 
early decades, financial services and other tertiary sector industries were the most significant 

contributors to production by the end of the period. These processes of industrialisation and 

modernisation would, by the end of the century, make South Africa one of the wealthiest countries, on 
a per capita basis, on the African continent. 

Topic 1 aims to introduce the evolution of the South African economy over these 106 years and relate 
these structural changes, to changes in the characteristics of the South African business cycle. 

 

To fully understand any Business Cycle, one must understand the concept of the GDP [Gross Domestic 

Product] that underpins it.  This obviously fluctuates between countries.  In this Study Unit, we will be 
focussing on that which is relevant to the South African Economy past and present. 

The following graph, produced by the World Bank, depicts data of every country's GDP as in 2014. 

The graphic following shows the countries by nominal GDP. This is a good indicator of where South Africa 
falls within the global GDP picture.  

 

What is the Business Cycle? 

The business cycle is the natural rise and fall of economic growth that occurs over time. The cycle is 
a useful tool for analysing any economy.   

The business cycle can also be defined by the downward and upward fluctuations of the gross 
domestic product (GDP) along its natural growth rate, over a long period of time. 

Alternate name: Economic Cycle or Trade Cycle 
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Source: https://databank.worldbank.org/data/download/GDP.pdf 

 

 

 

Definition:  Gross Domestic Product 

Gross Domestic Product (GDP) is the total monetary or market value of all the finished goods and 
services produced within a country's borders during a specific period of time. As a broad measure of 

overall domestic production, it functions as a comprehensive scorecard of a given country’s 
economic health. 

In general, the following simplified equation is often employed to calculate a nation's GDP:  

GDP = C + G + I + NX  

(where C=consumption; G=government spending; I=Investment; and NX=net exports LESS total imports).  

All these activities contribute to the GDP % of a country.  
 

Figure 1.1: Countries by nominal GDP (2014) 
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1.3 A Century - Colonisation to Democracy 

 The South African Economy - Before Unification (>1910) 

Southern Africa has a long history of agricultural and pastoral farming. We know of an active Indian 

Ocean trade, in gold, ivory and slaves, as far back as the eleventh century. In the south-western region, 
where hunter-gatherer San and pastoral Khoi lived, the Mediterranean climate made permanent 

settlement attractive for European settlement. When the Dutch East India Company searched for a 

halfway house to replenish its voyages to the East, the bay below Table Mountain was identified as the 
ideal location. For the next 140 years, European settlers and the East Indies migrants (they brought with 

them as slaves), would displace the indigenous Khoe-Sān, building an agricultural community of mostly 
wheat and wine farmers in the west, and pastoral farming in the drier interior. Britain replaced 

the Dutch VOC as coloniser in 1795, and after a short break, again in 1806, after which the Cape Colony 

remained under British rule until 1961.  

Favourable tariffs for Cape exports to Britain, notably Cape wine, initially boosted the Cape economy. To 

protect the developing economy, Cape wines were given preferential access to the British market until 
the mid-1820s. Merino sheep were introduced, and intensive sheep farming was initiated to supply wool 

to British textile mills.  

But by the 1850s, the Colony had slumped, and economic performance was depressed. It would remain 
that way until the discovery of diamonds (1870) in Kimberley and, then the world's largest goldfields 

(1886) in the interior of the country (Witwatersrand). These discoveries catalysed an era of 
industrialisation and modern growth within the Cape and Natal colonies as well as the Orange Free State 

and Transvaal Boer Republics. 

 This is quite evident from a first (if incomplete) series of per capita gross domestic product for the 

eighteenth to twentieth centuries, constructed by Fourie and Van Zanden (2013).  GDP per capita seems 

to take off immediately following the discovery of diamonds. High-economic growth rates are also 
calculated by Greyling and Verhoef (2015) for the Cape Colony during that period. These were a 

consequence, not only because of the extraction of minerals, but also the auxiliary industries that 
developed alongside the mines. For example, the railways, built with the express purpose of connecting 

the interior mines with the coastal ports, accounted for at least 22% of the increase in the Cape Colony's 

labour productivity from 1873 to 1905.  It may have been even more in the Boer Republics (inland). 



 
© Compliance and Learning Center (Pty) Ltd        Page | 10 
 

After the devastation of the South African interior by the Anglo-Boer War (1899-1902), many rural whites 
as well as black workers migrated to the area around Johannesburg. This was the beginning of the 

urbanisation that would continue into the twenty-first century. Within two decades of its founding, 
Johannesburg became the largest urban centre in the country and its economic nexus.  In the 1911 

census, Johannesburg had a population of 237,100 people compared to Cape Town's 161,570. 

The northward shift in economic power also affected the terms of the unification of South Africa under 
the influence of British Imperialism; instead of a liberal system with a non-racial franchise, the new Union 

of South Africa had a limited franchise, favouring white, male voters. Such political power in the hands 
of a few, would profoundly affect South African economic policies later in the twentieth century. 

The politicking behind the scenes for the formation of the Union of South Africa allowed the foundations 

of apartheid to be laid. On May 31, 1910, the Union of South Africa was formed under British dominion. 
It was exactly eight years after the signing of the Treaty of Vereeniging, which had brought the Second 

Anglo-Boer War to an end. 
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TOPIC 2 A HISTORY OF POLITICAL INFLUENCE ON THE SOUTH AFRICAN 
ECONOMY  

 

2.1 The Rise and Fall of the South African Economy (1870-1902) 

As the 1860s came to an end, the great African states began to weaken as Europeans were determined 

to exploit Africans as a source of labour and to acquire the last large fertile areas controlled by them. 

British Colonial troops tipped the balance decisively against societies that had previously withstood 

attempts to bring them under the British settlers' control.  

Sir Bartle Frere, governor of the Cape and British high commissioner for Southern Africa from March 
1877, decided that independent African kingdoms had to be tamed in order to facilitate the political and 

economic integration of the region.  This was preceded by a century of military conflict on the Cape 
Frontier against the Xhosa, Griquas, Pedi as well as invasions of Zululand, Gaza as well as the N' debele 

and Venda regions — crushing all Black Tribal resistance. 

South Africa experienced a transformation between 1870, when the diamond rush to Kimberley began, 

and 1902, when the Anglo-Boer War ended. Midway between these dates, in 1886, the world's largest 

goldfields were discovered on the Witwatersrand. As the predominantly agrarian societies of European 
South Africa began to urbanise and industrialise, the region evolved into a major supplier of precious 

minerals to the world economy.  

LEARNING OUTCOMES 
After studying the topic, the learner should be able to- 

 Outline the Political and Economic influence of the Anglo-Boer War and the Great Depression 

 Define the differences between Segregation and Apartheid 

 Demonstrate an understanding of the Gold Standard 

 Explain the influence, domestic and international, politics had on South Africa’s economic 
performance during the twentieth century 
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Gold especially was urgently needed to back national currencies and ensure the continued flow of 
expanding international trade. British colonies, Boer republics, and African kingdoms all came under 

British control. These dramatic changes were propelled by two linked forces: the development of a 
capitalist mining industry (Witwatersrand) and a sequence of imperialist interventions by Britain. 

2.2 The Political and Economic influence of the Anglo-Boer War (1899 -1902) 

The Boer republics entered into a war with Great Britain to preserve their independence. The expensive 

and brutal colonial war lasted two and a half years and pitted almost 500,000 imperial troops against 
87,000 republican burghers, Cape "rebels," and foreign volunteers. The numerical weakness of the Boers 

was offset by their familiarity with the terrain, support from the Afrikaner populace, and the poor 
leadership and dated tactics of the British command. Although often styled a "white man's war," both 

sides used blacks extensively as labour, and at least 10,000 blacks fought for the British. 

In terms of human life, nearly 100,000 lives were lost, including those of more than 20,000 British troops 
and 14,000 Boer troops. Non-combatant deaths include the more than 26,000 Boer women and children 

estimated to have died in the concentration camps from malnutrition and disease, as a result of Lord 
Kitchener's Scorched Earth Policy.  The total number of African deaths in the concentration camps were 

not recorded, but estimates range from 13,000 to 20,000. 

During the conflict, the British hinted and sometimes promised, that in return for support, or at least 
neutrality, Black Africans would be rewarded with political rights after the war. Nevertheless, the Treaty 

of Vereeniging specifically excluded Black Africans from having political rights in a reorganised United 
South Africa, as the British and Boers cooperated towards a common goal of white minority rule.  

In addition to the thousands who died in the concentration camps, innumerable Black Africans were 
caught up in the sieges, lost their jobs (for example, when the gold mines were closed down during the 

conflict), or were evicted from their land in areas overrun by war. Both sides recruited Black Africans, as 

soldiers.  

On the other hand, some segments of the Black African population benefitted from the conflict by some 

measure. Black farmers in some areas prospered, owing to the wartime demand for food. In some 
regions, such as the western Transvaal, Black Africans took advantage of the war and reoccupied lands 

previously seized from them by white settlers.  
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Swaziland, which had previously been administered by the independent Boer colony known as the South 
African Republic (SAR), was taken by the British during the war and administered by them afterwards; 

therefore, it would be excluded from the Union of South Africa settlement in 1910. Swaziland remains 
an independent kingdom till today. 

Unforeseen to the Union policy makers, the fierce wish for independence by the SAR, represented by its 

president elect, Paul Kruger, and the desperate hankering for the South African mineral wealth by the 
British Imperialists, will ultimately contribute to the downfall of the South African economy, as well as 

society during the following decades.  The segregation introduced by the British (favouring white 
minority rule) thus maintaining control over the South African gold mining industry and mineral exports, 

will lead to what later would be known as Apartheid. 

2.3 The Great Depression, a decade of economic suffering — 1929–1939 

To fully understand the history of South African Economic growth, (and decline), during the twentieth 
century, one needs to understand the reasons that caused the Great Depression, especially as the Covid-

19 pandemic is often equated to this critical era in the world's economy as well as World War I. 

 

The Great Depression began in the United States in 1929 and spread worldwide. It was the longest and 

most severe economic downturn in modern history (up till now), lasting until about 1939. This historical 
fact will surely, soon be revised in the light of our current Covid-19 pandemic. 

Fact 

The total number of military and civilian casualties in World War I was about 40 million: estimates 

range from around 15 to 22 million deaths and about 23 million wounded military personnel, ranking 

it among the deadliest conflicts in human history. 

Germany signed a cease fire agreement with the Allies on November 11, 1918.  

World War I was known as the “war to end all wars” because of the great slaughter and destruction 
it caused. 
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The day known as Black Thursday, October 24, 1929, launched the U.S. stock market crash of 1929, which 
started the Great Depression.  The crash cost investors $30 billion, the equivalent of $396 billion today. 

That terrified the public because the crash cost more than World War I.  At that time, the Gold Standard 
supported the value of the dollars held by the U.S. government.  Speculators began trading in their 

dollars for gold in September 1931.  This led to a major decline in spending, as people worried about the 

future of the economy. World trade plummeted 66% as measured in U.S. dollars between 1929 and 
1934.  Investors withdrew all their deposits from banks. The failure of the banks created more panic. The 
U.S. Federal Reserve ignored the banks' plight. This situation destroyed the consumers' remaining 
confidence in financial institutions. Most people withdrew their cash and put it under their mattresses. 

That further decreased the money supply. 

The drop in spending, and the hoarding of money, ultimately led to a decline in employment as well as 
salaries. Many farmers also lost their farms and became destitute as a severe drought in the 1930s 
devastated part of the Great Plains of the United States.  About 2.5 million people were forced to leave 
this area in search of new homes and jobs during the depression.  The Depression's pain was felt 

worldwide.  Political instability in Europe, during the economic crisis, led to the growth of totalitarianism 
and the rise of Adolf Hitler and the Nazi Party, leading to World War II. 

 The Great Depression in South Africa, and its relevance to Politics in the Union of South Africa 

The Great Depression had a pronounced economic and political effect on South Africa, as it did on most 
nations at the time. As world trade slumped, demand for South African agricultural and mineral exports 

fell drastically. The Carnegie Commission on Poor Whites had concluded in 1931 that nearly one-third of 
Afrikaners lived as paupers. The preoccupation of the Carnegie Corporation with the so-called poor white 

problem in South Africa was at least in part the outcome of similar misgivings about the state of poor 

whites in the American South.  

White poverty became a social problem in the early 1900s, when many whites were dispossessed of land 

as a result of the Anglo Boer War, especially in the Cape and Transvaal.   

Unemployment programs were begun that focused primarily on the white population.  Similar 

programmes were started in the USA. Theodore Roosevelt's The New Deal relief programme saw The 

Social Security Act (amongst others) passed in 1935, as well as permanent jobs programmes. 

The sudden lack of demand brought on in South Africa by the Great Depression, destroyed prices on 

commodities that were profitable to many Afrikaner farmers. For example, the price of wool fell 75% 
between 1925 and 1933. A large portion of the agricultural industry was unable to repay mortgages on 

their over-capitalised farms. Thus, the National Party found itself losing further favour with one of its 
largest constituencies—conservative, rural Boers. 
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South Africa was saved from a complete collapse by the gold mining industry—one of the largest and 
most advanced at the time—as the price of gold rose rapidly as investors sought a haven from the dead 

securities market. Growing gold exports compensated somewhat for the loss of other trade revenue. 
However, like the situation with the Boers, the National party lost support as the weak economy forced 

the gold corporations to replace white labourers with lower-paid blacks. 

The National Party-led government staved off bankruptcy by raising taxes on imports, petrol, and 
postage, amongst other things. This "unfair" taxation led to further dislike of the ruling government. 

Among the factors that led to recovery from the Great Depression, worldwide, was the abandonment of 
the gold standard and an increase in currency supply, increased military spending as well as military 

production prior to World War II. 

South Africa, however, (under General J.B.M. Hertzog) briefly maintained its gold standard, and farmers 
were hard hit, when the resulting spike in the cost of South African goods, devastated exports.  

The coalition government between Jan Smuts (United Party) and J.B.M. Hertzog (Fractioned National 
Party) was successful in 1933, partly because Smuts presented the public with a mock budget showing 

how South Africa's economic malaise could be lifted by floating the South African pound and removing 
it from the Gold standard, thus making exports more attractive, and creating a scenario in which undue 

taxation could be removed. 

This led to Hertzog finally abandoning the gold standard on December 27, 1932 (Ref. Topic 3). The move 
returned South Africa's fortunes; gold prices increased and sparked a phase of economic expansion. Soon 

after leaving the Gold Standard in 1932, revenue from the sale of gold increased remarkably well. 

The Great Depression ended in most affected countries by 1933, but many countries did not fully recover 

until the late 1930s or early 1940s. 

2.4 South African capitalism and cheap labour: from Segregation to Apartheid 

 Apartheid vs Segregation and how it affected the economy in South Africa. 

Apartheid was a system of racial segregation laws that were legally enforced in South Africa from 1948 

to 1991.  

Segregation was initiated by the British Colonialists in South Africa pre-1910, for economical gain where 

'cheap labour' was sought to maximise the profit of mineral exports and to protect the white Imperialist  

minority, in control of the Gold Mining Industry. 
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Similar racial segregation laws (to separate whites [European] from those of different races) were 
practised in various colonies across the world. Segregation was observed in schools, public transport, 
parks, hotels, work, and in almost all aspects of public interaction.  

In the USA, segregation laws ended in 1948 (after World War II) under President Harry Truman's 
administration.  At that stage, in contrast to South Africa, people of colour in the USA had already 
become a minority and had lost their ancestral 'voice'. The indigenous population of Australia suffered  

The supply of African migrant labour-power, at a wage below its cost of reproduction, is a function of 
the existence of the pre-capitalist mode. The dominant capitalist mode of production tends to dissolve 
the pre-capitalist mode thus threatening the conditions of reproduction of cheap migrant labour-power 
and thereby generating intense conflict against the system of Segregation.  

In these conditions Segregation gives way to Apartheid which provides the specific mechanism for 
maintaining labour-power cheap through the elaboration of the entire system of domination and control 
and the transformation of the function of the pre-capitalist societies. 

2.5 Assessing the influence of politics on South Africa's twentieth-century economic 
performance  

Boshoff and Fourie (2020: p. 52) calculates South Africa's Gross Domestic Product (GDP) in the Twentieth 
Century for 106 years, from 1911 to 2017 by combining several sources. Using data from the South 

African Reserve Bank, Union Statistics from the Bureau for Census and Statistics as well as various 
consumer price indexes. 

The figure following reports annual growth in aggregate output, between 1912 and 2017 and suggests 
important broad trends.  

The period from 1912 to 1945 appears to be characterised by high volatility— one finds both the two-

lowest growth years (1920 and 1931) as well as the two-highest growth years (1933 and 1935) in this 
era.  

There are several likely reasons for this, but two stand out: the period includes two major world wars — 

WWI: 1914-1918 and WWII: 1939-1945, as well as the largest depression of the twentieth century (1929 
- 1939).  

In the 43 years from 1933 to 1976, no negative economic growth is registered. Abandoning the Gold 
Standard, producing for the Second World War, and a global, post-war 'Golden Age' all contribute to 

these high growth rates.  

The late 1970s, 1980s and early 1990s, however, see a return to volatile—and decidedly weak— growth. 
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The unravelling of the system of Apartheid—a result of both internal and external pressures—
contributes to the malaise. 

Figure 2.1: Annual output growth in South Africa 1912 - 2017 

 
 

Source: Boshoff & Fourie' Business Cycles and Structural Change in South Africa' 

1994 heralds a new era for South African politics and for its economy too. A period of stable growth is 
registered after 1994 (bar 1998, the consequence of an Asian financial crisis), with growth rates 

peaking beyond 5% in the late 2000s. The global financial crisis of 2007/2008 brings this era to an end. 
Growth falters and remains low until the end of the 2010s. 

2.6 The individual sectoral decline of GDP – 1911 to 2017 

 Agriculture 

As a share of gross domestic product, agriculture sees the largest decline over the period, from 21% of 
GDP in 1911 to 2.5% of GDP in 2016. This should come as no surprise; as the size of mining and 

manufacturing and, later, services, expanded, so the contribution of agriculture to GDP shrunk. This is 
not to say that agricultural output declined in absolute terms. Better technology, including 

improvements in equipment, irrigation, pesticides, seed varieties and information technology, allows 

farmers to produce more with less. Fewer people were therefore necessary to work the land in order to 
produce enough surplus to support the growing South African population. 
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While almost 65% of all black men work in the agricultural sector in 1911, that number falls to less than 

13% in 2001.  

The much faster decline in the share of black men employed in agriculture than in agriculture's share of 

GDP, suggests rapid productivity improvements, notably in the period after 1970. 

 Mining 

The sector that initially transformed the mostly subsistence-farming South African interior into an 

industrialising heartland, has seen its share of GDP fall from 27.6%, the most important sector in 1911, 
to 8.0%, the sixth largest (of the ten) in 2016. Much of this decline already happened during the first half 

of the century, when mining's share of GDP declined from 27.6% to 9.5% in 1948. This relative decline 

was mostly the consequence of a much faster increase in manufacturing, which in the 10 years between 
1939 and 1949 more than doubled in output, increasing its share of GDP from 11.9% to 18.4%. 

 Manufacturing 

Manufacturing's share of GDP would peak in 1981 at 24.2% and decline to only 13.6% in 2016. 

Two sectors would be responsible for manufacturing's relative decline: financial services and 
government services. Between 1981 and 2016, finance would increase by ten percentage points, from 

10.6% to 20.6% of GDP.  The Government Sector would increase from 11.3% to 17.7% of GDP, although 

much of this growth happened before 1994, when the government's share of the economy was 16.9%, 
higher than at any stage during the Second World War. 

2.7 Pinpointing Influential Breakpoints in South African GDP – 1911 to 2017 

 The First Breakpoint - 1934 

Despite a deep but quick recession in 1920, we find positive, if volatile economic growth for most of the 

post-World War 1 period until 1929. The Great Depression halted growth until South Africa left the gold 

standard in December 1932. The first break in our series—1934—is thus in the second year of the 
recovery, when gold mining, accelerated at unprecedented levels. The annual growth rates from 1933 

to 1936 were above 11% per annum. 
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Figure 2.2: Breakpoints in South African GDP 

 

Source: W.H. Boshoff & J. Fourie 2019 

 

 The Second Breakpoint – 1945 

An era of stellar economic growth—an annual average of 5.1% between 1950 and 1967 follows the end 
of the Second World War (1945) and the election victory of the National Party (in 1948).  

 The Third Breakpoint – 1964 

Manufacturing peaks in 1964 with a growth rate of 7.6%. Although the start of the 1970s marked the 

beginning of another era of volatility, growth was still largely positive. 

 The Fourth Breakpoint – 1970s 

Global factors such as the decline of the Bretton Woods system as well as the international oil crisis of 

1973, led to weak growth rates. High indebtedness, notably elsewhere in Africa, contributed to the poor 
economic conditions. In the late 1970s the South African economy enters a period of weak growth. 

The economic consequences of South Africa's apartheid policies become evident and after the Soweto 
riots, 1977 — South African output contracts. 
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Between 1982 and 1992, the South African economy grew, on average, only 0.44% per annum. The 
period is characterised by political turmoil. To maintain the safety and security of the apartheid 

apparatus, government expenditure increased significantly. 

In August 1985, PW Botha was expected to announce further reforms for apartheid, but in what became 

known as his 'Rubicon' speech, he did the opposite, announcing substantially weaker reforms. This 

resulted in international financial sanctions.  In September that year, South Africa introduced a dual 
exchange rate to discourage disinvestment. Levy (1999) warns that these sanctions probably did not 

have a large effect on an already stalling economy; their effect, he suggests, was largely 'psychological'. 
Most of the damage had been done in the preceding decade. Indeed, as Fedderke and Simkins (2012) 

remark in a summary of the twentieth-century South African economy, internal 'political instability in 

South Africa became overt in the period 1976 and 1994', a period in which 'real per capita income 
dropped substantially'. 

 Democracy – Economic Growth 1994 – 2001 

Democracy in South Africa not only brought political freedom but also economic growth.  Between 1994 

and 2001, the economy rebounded with an average of 2.7% per annum.  

Only 1998 recorded negative economic growth as a result of the Asian financial crisis spilling over to 
other developing countries. Even so, the true growth dividend of democracy would only materialise later.  

Apartheid reforms, and the relaxing of international sanctions, would have a positive if limited 
immediate impact on the economy. 

 Last Breakpoint – 2001 

The economy entered a higher growth phase after 2001, which represents the last breakpoint. While the 

end of 2001 was characterised by a sharp depreciation of the Rand, it is unlikely that this resulted in the 

break, although it would have contributed to the end of a growth recession in that period (Boshoff 2008 
shows that South African business cycles are not tightly linked to exchange rate cycles).  

Between 2002 and 2008, the South African economy grew on average at 4.3% per annum. The improved 
performance is due both to improved total-factor productivity, as well as accelerated capital 

accumulation. This was supported by—and reflected in—a healthy fiscal position, with a total budget 

surplus in 2005 and 2006 and government debt reaching levels below 25% of GDP before the Global 
Financial Crisis. 

In 2007–2008, and indeed prior to the Global Financial Crisis, economists had predicted that the 
structure of demand driving growth (with implications for the current account) could not ensure 

sustainably higher growth in South Africa. 
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Growth since 2009 has been very poor, averaging at less than 1.5% per annum. The Global Financial 
Crisis, notably the decline in trade that followed, hurt the economy. But political factors mattered more. 

Jacob Zuma was elected president in 2009, and introduced a more populist fiscal regime, increasing 
expenditure on government employees notably. Whereas unemployment stood at less than 22% in 2008 

(to be sure, still extraordinarily high), it had increased to above 27% by 2017. 

2.8 Economic Growth Rate per president after 1994 

The graph following combines the annual GDP per capita (in Rand terms) and the average Rand/Dollar 
exchange rate per year and calculates South Africa's GDP per capita (expressed in US Dollars). As can be 

seen from the graph to the left it's been an abysmal performance by the local currency for the last 20 
odd years.  

Figure 2.3: Annual GDP Per Capita per president of South Africa 

 

Source: https://www.southafricanmi.com/south-africas-economic-history.html 
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TOPIC 3 THE HISTORY OF CURRENCY IN SOUTH AFRICA 

 

3.1 Background  

'British pound since 1880 should have been rechristened the Rand, Britain's prosperity and its currency 
stability depended on South Africa's mines.' Richard Drayton  

As a trading station, multiple currencies circulated throughout the Cape Colony during the 17th and 18th 

Centuries, including Spanish Dollars, U.S. Dollars, French Francs, and Indian Rupees. The first official 
currency (and first coins to arrive in South Africa) was the Dutch Guilder, when the Dutch East India 

Company (Dutch: Vereenigde Oostindische Compagnie; VOC) settled a 'refreshment station' at the foot 
of Table Mountain in 1649. The VOC was granted a government charter to procure the spice trade 

monopoly in East Asia as well as to use whatever power necessary to colonise any territory deemed 
necessary and enslave (or slay) the indigenous people.  

During the late 17th century, the Ryksdaaler (Rix-dollar) was the Dutch gold coin currency used in the 

Cape of Good Hope. As the Netherlands could not supply a sufficient quantity of coinage for the 
requirements of the settlement. This created South Africa's first monetary crisis.  The Dutch Governor, 
Van Plettenberg, was obliged to introduce handwritten paper promissory notes in 1782.  This was the 
first paper currency (pledging a gold equivalent standard) to exist in South Africa. 

The first bank to be established in the Cape was the Lombaard Bank. It was a State bank and opened its 

doors at Cape Town in 1793, with the goal of bringing additional money into circulation, and thus 
assisting those who suffered from lack of currency.  

LEARNING OUTCOMES 
After studying the topic, the learner should be able to- 

 Outline the dynamic of currency in South Africa during the twentieth century 

 Define the meaning of the bimetallic currency system 

 Demonstrate an understanding what the adoption of fiat money implied for the future of 
South Africa’s economy  

 Explain the importance of the Bretton Wood Agreement to stabilize the post-war economy 
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The pound sterling became the standard currency of the Cape of Good Hope colony in 1825, under British 
rule, following an imperial order-in-council that was issued for the purpose of introducing the sterling 

coinage into all the British colonies. British coins then replaced the Dutch currency as colonisation 
changed.  A number of private banks followed from 1837 to 1910.  The Lombaard Bank was forced to 

close in 1883, by the private banks.  Private banks issued their own paper money backed by gold or silver 

bullion.  In South Africa, as in all countries during the 19th century, when no central bank existed, gold 
was actual money. During the period of the Classical Gold Standard from 1814 to 1914, the pound 

sterling was for a century, equal to just over 7 grams or one quarter of an ounce of gold.  

Gold was not the only money, as availability fluctuated. When large deposits of silver were found, Britain 

embraced it with the sterling silver as a monetary medium. At that stage, the world (as well as South 

Africa's) monetary system, was based on a bimetallic standard.   

The pound sterling was the official currency of South Africa for nearly a century, 1825 to 1961.  During 

that time, the South African pound was equal to a British pound. 

South African pound = British pound = 7.3g gold = 113.1g silver. 

Figure 3.1: Examples of notes printed by 2 of the private banks 1910 – 1920 

 

 

There was no price inflation during the 1800s as with the Gold Standard, money had a stabilised 

commodity value that did not fluctuate. At that time, international trade was booming, and the industrial 
revolution was taking off. It lifted millions of people out of poverty and a middle class was born. 

From May 31, 1910 to late December 1920, South Africa as a Union, had 'free banking', as there was no 

monetary authority in South Africa. There were multiple note-issuing private banks, which means there 
were competing notes in circulation.  
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3.2 The Reserve Bank and the Nationalisation of South African Money 

From late December 1920 to June 29, 1921, when the government was laying the groundwork for it to 
take over the control of the money issuance, the government issued bank notes alongside the free 

private banks. Kurt Schuler, a Ph.D economist from the John Hopkins University notes the following: 

'The government started to issue "gold certificates," and continued to do so to March 31, 1926. 

The certificates were intended as a temporary measure until the central bank, established by the 

same act, was operational. They were in fact not convertible into gold.' 

The South African Reserve Bank (SARB) was established in Pretoria, June 30, 1921, making it the oldest 

central bank in Africa.  From June 30, 1921 to present, the only legal issuing authority of money in South 
Africa has been the South African Reserve Bank. The control of money had been nationalised, and the 

value of the money we use was no longer fixed to something substantive that was worth its weight in 

gold or silver but could be manipulated and changed by politics and government.  The ZAR became fiat 
money, i.e. government-issued currency that is not backed by a physical commodity but is derived from 

the relationship between supply and demand and the stability of the issuing government.  Without 
sound fiscal control, the government can print too much money resulting in hyperinflation. 

Figure 3.2:Aan example of one of the SARB's first printed notes  (1920-1931). 
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After the Bank of England finally cut the £4.50/oz link of the pound sterling with gold in 1931, the value 
of the South African pound was also cut from the value of gold or the Gold Standard.  Following WWII, 

and the introduction of the Bretton Woods agreement in 1945, global central banks linked the value of 
their currencies to the U.S. dollar, which in turn was pegged to gold, but this did not hinder excessive 

dollar printing.  Global currencies were now fixed to the U.S. dollar, and the U.S. dollar was 'fixed' to a 

gold standard.  

The dollar was supposed to be as good as gold, during this period. The key difference now, however, was 

that only governments/central banks could exchange their dollars for gold. The public was cut out of the 
gold loop. From 1945 to 1968, the American government proceeded to create more paper dollars 

relative to the gold at its disposal, and as foreign governments realised this and began to exchange their 

dollars for gold, the U.S. government was forced to end the U.S. dollar's redeemability in gold. President 
Richard Nixon did this in 1971.  The final link between all paper monies and gold was cut. 

In 1961, South Africa changed its currency from pound sterling to Rand and cents, under a decimalised 
system. When in the same year the country became a republic, the new currency was retained. 

The Rand comes from the word "Witwatersrand" which means "white waters ridge", named for the 
location of the ridge where the majority of South Africa's gold deposits, is located.  

The Rand replaced the South African pound at a rate of 2 rand to 1 pound. Up until the early 1970s, the 

Rand was worth around R1.5 per U.S. dollar. However, over the ensuing decades the Rand has 
depreciated at a rapid rate, with substantial moves at the turn of the 21st century, and during the Great 

Recession of 2008/2009 (also known as the Great Economic Crisis). 

3.3 The Krugerrand – bringing gold back to the people 

 Introduction 

Krugerrands are gold coins that were minted by the Republic of South Africa in 1967 to help promote 

South African gold to the international markets and to make it possible for individuals to own gold. 
Krugerrands are among the most frequently traded gold coins in the world market. 

The coins have legal tender status in South Africa, even though Krugerrands were never assigned a fixed 
rand (ZAR) value. Krugerrands were designed to derive their value exclusively from the price of gold at 

the time they are traded. If the price of gold changes, so does the price of Krugerrands. 
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The Johannesburg Stock Exchange (JSE) trades in Krugerrands through a well-regulated secondary 
market in the same way as any listed equity market instrument, with quoted prices based on the weight 

of the coins. New Krugerrands are issued by the South African Reserve Bank (SARB).  

Because of its legal tender status in South Africa, the Krugerrand was minted to be more resilient to wear 

than the 24-karat gold coins used for decoration medals. The Krugerrand is made of 22 karats, or 91.67%, 

gold, with 8.33% copper alloy. 

In 1970, South Africa was the largest gold producer in the world, holding more than 75% of the world's 

gold reserves. Throughout the 1970s, Krugerrands quickly became the leading choice for gold investors. 
By 1980, at the peak of the gold market, the Krugerrand overwhelmingly dominated other gold 

investments, accounting for 90% of the world's gold-coin market. 

 History 

When Krugerrands were minted in 1967, the United States did not permit its citizens to own gold bullion, 

but it did permit ownership of foreign coins, so the Krugerrand could be bought and sold in the U.S. As 
the consciousness of South Africa's Apartheid— or racial segregation—policies grew, the Krugerrand 

suffered from diminished interest.  

During the 1970s and '80s, numerous Western countries banned the import of Krugerrands as part of 

enforced economic sanctions against South Africa because of Apartheid. The United States banned the 

import of Krugerrands in 1985. These economic sanctions ended in the Western world in 1994 when 
Apartheid was abandoned by South Africa. However, many U.S. investors did not realise that the ban 

had been lifted, which caused continued low volumes of U.S. imports of Krugerrands. 

 Current Status 

In 1994, following the end of apartheid, production of the Krugerrand plummeted. Since then, South 

Africa's gold production bounced back, but it has never returned to its heyday levels of the 1970s and 
'80s. In 2016, the nation's gold output had dropped by 85% since 1980, and South Africa produced just 

6% percent of the world's gold. 

Today, Krugerrands continue to suffer. As the graph below displays, South Africa's gold production fell 

by more than 30% between December 2018–19, extending its longest run of contractions since the 

2007–08 financial crisis. 
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Figure 3.3: SA gold production % growth 

 

Source: Statistics South Africa / Carla Tardi / Investopedia – www.investopedia.com 

 

 Investing in Krugerrands 

Krugerrands remain a popular investment for gold investors in part because of their value and small size, 
which makes for easy storage. Krugerrands appeal to professional and private investors who wish to 
make a direct investment in gold bullion, hedge their portfolios against the U.S. dollar, or to further 
diversify their portfolio.  

Investors continue to buy gold because of the proven longevity of its value. Many gold investors consider 

this precious metal a safe investment that will retain its value even in an economic collapse. Owning a 
tangible asset appeals to some investors, who may put greater trust in physical coins or bars than in 

securities investments that exist only on paper. 

Here are some features of investing in gold that some investors could find attractive: 

 The gold market is very liquid. 

 Your investment is in physical gold and is not dependent on the performance of a gold mine. 

 Gold has a positive track record in terms of returns and has increased in value because it is a non-
renewable natural resource. 

 Gold has a low-to-negative correlation with other asset classes, making it an effective portfolio 
diversification tool. 
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3.4 Conclusion – an economist umbrella view 

This is, as conclusion, an edited extract of the key take-aways of Prof. W.H Boshoff. Bureau for Economic 
Research (BER) 2019; Stellenbosch University, for South Africa's economic and socio-political evolution 
during the Twentieth Century: 

 The South African economy has transformed over the course of the twentieth century. For the 
first time, it is possible to systematically study the impact that this has had on the South African 

business cycle, and its sectoral components.  

 This systematic analysis produces two important insights.  Firstly, the business cycle experienced 
two periods of moderation (one in the 1940–1970) period and one in the post-democracy 

period), both associated with strong economic growth.  

 Secondly, the diffusion of the business cycle across sectors weakened substantially from the first 
part of the twentieth century, during which almost all sectoral cycles shared a tight correlation 
with the aggregate cycle.  

 The transformation towards a services-based economy initially weakened the correlation 
between the various services cycles (including finance and retail), leaving much of the aggregate 
cycle related to fluctuations in agriculture, mining, and manufacturing. 

 Is South Africa Prepared for a Future Crisis? 

In a highly integrated world, South Africa cannot insulate itself from such crisis. It can, however, 

strengthen forces that would lessen external shocks for the South African economy. 

Unfortunately, the current economic and political situation in South Africa does not allow much 
optimism. In comparison to the period immediately after 2008, when the country was severely hit by 

the worldwide financial and economic crisis, the country is now structurally weaker.  

Its economic performance, (in particular), with respect to employment and fiscal stability, is significantly 

weaker than a decade ago. This implies that the policy response to a potential crisis might lack stamina.  

The situation is even worsened by governance problems—in particular, corruption has increased 
substantially since the mid-2000s. 

It is the first and foremost task of a new administration to fight corruption and increase trust among the 
population. This is a general requirement for a divided country such as South Africa. It would have the 

benefit to cushion the country against future crises. 
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 Modernisation in South Africa 

Whereas modernisation in South Africa has its origins in the 1920s and 1930s, it only got off the ground 

after WWII. This period coincided with the so called 'golden era' of high and sustained world economic 
growth, during which South Africa benefited as a supplier of basic commodities (initially mainly gold and 

maise and in time a more diversified range).  

This period also coincided (from 1948) with the institution of the apartheid system, which generated 
untold strife in S.A.'s modern development. While the immediate post-war period (1946–1973) was 
characterised by rapid industrialisation and urbanisation and sustained high economic growth. 

From this point (circa 1973), the end of the 'golden era' of global growth and the onset of a broader 

resistance to Apartheid embodied the broad parameters for S.A.'s modern business cycle development. 

The upper turning point of this structural downturn in the S.A. economy was timed as the onset of the 
1974–1977 economic downturn, i.e. 1974Q3. 

 The post-2009 period 

The Great Recession and the decline of political governance in S.A. under former president Zuma.  

The noticeable lengthening of the economic downturn in 1974–1977, combined with a recovery, which 
was less robust, compared to those of the post-war period (1946–1973), announced the 'stop-go' 
business cycles in S.A., which intensified during the 1980s.   

The impact of socio-political instability (also intensified during the 1980s), with the roots of open 
resistance and the reform of the Apartheid State traced back to the early 1970s (e.g. the 1973 Durban 

strikes).  

To be true, the economic instability was not unique to S.A. The period 1973–1986 is described as one of 

common global shocks.   

This linkage spans the all-time low of S.A.'s 'lost decade' (1985–1993), culminating in the country's worst 
and longest post-war economic downturn (51 months), as well as the first post-apartheid expansion and 

S.A.'s re-integration with the world economy. 
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Throughout the period 1911 to 2017 (the sample period), the economy was impacted by socio-political 
and global shocks: 

 The oil price shocks and the political shocks of the mid-1970s 

 The early 1980s global economic downturn and the collapse of the gold price 

 The state of emergency (July 1985) and the impact of the Rubicon speech 

 The early 1990s drought 

 Protracted global economic downturn and the socio-political unrest 

 The impact of the Great Recession, 2008–2009 

 'NeneGate' (December 2015)  

 The run-up to the ANC leadership conference (December 2017).  Etc. etc. 

One of the defining business cycle issues since the mid-1970s was that South African monetary and fiscal 

policies were often subject to non-economic factors and contributed to economic fluctuations.  

Fiscal policy tended to be expansive due to the demands of defence spending and the policy conviction 

regarding stimulating economic growth — 

 The 1996–2007 business cycle was special in this context 

 The implementation of the Growth, Employment and Redistribution Programme (GEAR) policy 
framework (February 1996) 

 The high inflation of the 1980s and early 1990s was tamed and business cycle volatility receded 

 Currency volatility remained high throughout the full sample period (and beyond), albeit 
somewhat muted compared to the 1980s 

 The 1990s reform of macroeconomic policies succeeded in reducing inflation and interest rate 
volatility, but the improvement in the export sector lagged, rendering the currency vulnerable 

It also rendered the economy vulnerable to the impact of the 2007 global financial crisis. The impact of 
the ensuing Great Recession, and—unknown at the time—S.A.'s governance retrogression under new 

political leadership, overtook the record expansion and some of the structural improvements on the 

policy front. 
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During 2009–2013 household spending, supported by government consumption, was an important 
component of the expansion, which became unsustainable due to insufficient investment and 

employment growth. 

The growth of S.A.'s middle class during the post-1994 period is arguably at the bottom of this 

development which is encouraging. In this context, the change in political leadership, early 2018 and the 

initial associated lift in business and consumer confidence bode well. 

Unfortunately, the lingering adverse effects of the Zuma Presidency is proving a major challenge and are 
at the source of economic growth disappointments during the course of 2018 and the first half of 2019. 
The global economy also slowed over this period.  

The strength of any future expansion and, business cycles to come, will depend on the extent to which 

South Africa can capitalise on the new-found resilience of domestic spending, by addressing the 
structural shortcomings in fixed investment and exports. 
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