
Chapter 9
How Nations Resurge: Overcoming
Historical Inequality in South Africa

Yoichi Mine

South Africa is known for its light and shadow: Nelson Mandela’s moral leader-
ship in constructing a “rainbow nation” on the one hand, and horrifying inequality
as a legacy of apartheid on the other. The slogan of Mandela’s African National
Congress (ANC) for the first non-racial general elections in 1994 was “Better Life
for All.” At the time, ordinary voters expected that racial and social disparity would
gradually ameliorate even though the economy could be lackluster. After the grace-
ful retirement of Mandela, however, social and economic inequality persisted. The
hideous contrast between luxury houses with swimming pools in affluent suburbs
and sprawling shacks in impoverished townships remains, and has intensified in
the post-apartheid era.

1
The ranks of rich white households are gradually joined by

black African elites, thereby creating prominent intra-racial inequality within the
black African population in addition to lingering black-white inequality.

Statistically, the level of South Africa’s inequality is the worst in the world.
According to the World Bank, South Africa’s GINI coefficient of 0.634 (2011) is
the highest worldwide, much higher than those of other unequal countries such as
Zambia’s 0.571 (2015), Brazil’s 0.513 (2015), Colombia’s 0.511 (2015), Panama’s
0.510 (2015), and Rwanda’s 0.502 (2013).

2
One consequence is a high crime rate

in urban spaces. Homicide is rampant in cities like Cape Town and Johannesburg,
characterized by inhumane ferocity matched only in several violent Latin Ameri-
can cities. The economist Branko Milanovic classifies world inequality into three

1These spaces are often adjoined, separated by blindfold walls, roads, and rivers. Graphic aerial pic-
tures captured by a drone are presented here: Unequal Scenes, http://unequalscenes.com. Accessed
October 15, 2017.
2World Bank data, https://data.worldbank.org/indicator/SI.POV.GINI, Accessed October 15, 2017.
There are different methods to calculate GINI, and South African economists estimate that the
country’s GINI has been hovering as high as 0.7. See Fig. 9.5.
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categories. The first is inequality between citizens within a nation, the second is
international inequality between national averages, and the third is global inequality
between citizens across nations. In the last category, all individuals are treated as
citizens of the global community regardless of nationality. If the world is considered
a single virtual nation-state, the global inequality measured by the GINI coefficient
is estimated to be around 0.7 (Milanovic 2011, Chap. 3). Thus, we may justifiably
regard South Africa as a microcosm of the world, given that the level of inequality
within this country is the closest to the reality of global inequality.

South Africa’s post-apartheid economy is not only unequal but also stagnant.
Defining the middle-income trap, Kharas and Kohli (2011) highlighted Brazil and
South Africa as typical cases of “trapped” countries, and proposed alternative growth
strategies for their policymakers. In order to secure stable growth paths for emerging
states, upgrading technological capacity and elaborating redistributive measures are
of prime importance. To this end, effective coordination of conflicting interests is
necessary (Chap. 1 of this volume).

Policy coordination involving vocal stakeholders might be possible in South
Africa in the short term, not least because of the legacy of post-apartheid coalition
making. In the longer term, however, excessive inequality combined with structural
unemployment remains a major constraint on coherent policy making for efforts
to catch up. Inequality tends to make “politics more discordant and fractious, thus
discouraging the centripetal and consensual politics” (Doner and Schneider 2016,
p. 620). In today’s South Africa, a substantial part of the population is excluded from
the productive sector, and this situation cannot be effectively redressed only with
conventional redistributive measures. This chapter contends that, in order for South
Africa to pull out of the “trap,” it is critical not only to make the working popula-
tion more productive and innovative, but also to create decent jobs for the chronically
unemployed in both cities and the countryside, thereby reinforcing national cohesion.
While part of South Africa is considered a “knowledge economy,” the country also
bears aspects of the least developed countries (LDCs) in Africa. For South Africa as a
special type of emerging state in Africa, therefore, a strategic combination of policies
for middle-income and low-income countries is desirable. And, strong commitment
to a set of agreed policies is required.

Following this introduction, Sect. 9.1 of the chapter characterizes the basic struc-
ture of the South African economy and identifies its position in Africa and in the
world of emerging economies. Section 9.2 traces the historical origin of inequality
and argues that the land and labor policies of the colonial/apartheid regime laid the
foundation of the structural unemployment that persists today. Section 9.3 portrays
South Africa’s party politics after apartheid and describes how major political forces
attempt to gain a following among the “black middle class.” Section 9.4 reviews a
series of development policies of the ANC government, indicating that the lack of
resoluteness hinders implementation of policies that would make the South African
economymore inclusive and dynamic. In conclusion, Sect. 9.5 argues that short-term
policies to upgrade technological capacity should be combined with tenacious policy
efforts that give voice to the poor and address the root causes of inequality.
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9.1 South Africa as an African Middle-Income State

South Africa occupies 4% of the surface land of sub-Saharan Africa, and accounts
for 6% of the total population of the region in 2015. Its share in the total GDP of
sub-Saharan African countries was 19% in 2016, second to Nigeria (28%).

However, the presence of South Africa in the region is much larger than the size of
its GDP. South Africa is the base of themost robust manufacturing industry in Africa,
and its enterprises and investors are conspicuous in the fields such as formal banking,
infrastructure development, retail chains, tourism and even private military services.
The exceptional position of South Africa becomes evident when comparing GDP per
capita; setting aside small, high-growth countries such as the Seychelles, Mauritius
and Botswana, South Africa is the only major African country that reached the level
of $4,000 as early as 1970, even though its economic power was totally controlled by
the white minority at the time (Fig. 9.1).3 The huge gap in average income between
South Africa and the rest of the continent is the major reason why South Africa has
attracted a multitude of migrants from across the continent since the abolishment of
apartheid in 1994.

Economically, South Africa was clearly an “emerging” state until the early 1970s.
The manufacturing industry expanded rapidly in the boom period occasioned by the
Second World War. By 1948 when the National Party (NP)—supported by Afrikan-
ers, the descendants mainly of continental European settlers in the 17th century—-
seized power to consolidate the apartheid regime, the manufacturing sector was
already larger than agriculture and mining. The share of manufacturing and con-
struction in GDP reached 27% in 1970. The industrialization of South Africa was
realized by the combination of cheap labor of indigenous black African workers and
the import-substituting industrialization policy which was not only the default option
for developing nations in the post-war period but also preferred by the Afrikaner
nationalists who controlled state power against the hegemonic British Empire. The
apartheid regime was, however, unsustainable; the black African consumer market
was dwarfed, the labor market suffered the shortage of skilled workforce, and inter-
national isolation seriously hampered South Africa’s access to the global financial
market and innovation. As such, the prolonged recession in the 1980s was structural
rather than temporal (Lipton 1985; Feinstein 2005).

Although the establishment of the democratic regime in 1994 was expected to
strengthen South Africa’s industrial base, the country actually witnessed rapid dein-
dustrialization. The share of manufacturing in GDP contracted from 20% in 1995
to 12% in 2015, while that of finance, real estate and business services increased
from 14 to 18% in the same two decades. South Africa is the only African country
that accommodates the substantial automobile industry as part of global value chains,
though the industry is exposed to harsh competition fromAsian rivals (Barnes 2014).
In 2015, South Africa’s total trade accounted for 63% of GDP. The export of machin-
ery, electronics and transportation accounted for 23% of total export, and the import

3The sum of the GDP of the seven countries listed in Fig. 9.1 accounted for 68% of the total GDP
of sub-Saharan Africa in 2016.
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Fig. 9.1 GDP per capita change in major sub-Saharan African countries, 1950–2010.
Source Based on the Maddison-Project. https://www.rug.nl/ggdc/historicaldevelopment/maddison/
releases/maddison-project-database-2013. Accessed 15 October 2017

of the same category of goods constituted 34% of total import, while the share of
the export of minerals, metals, stone and glass was 38%. South Africa’s deficit in
the trade of manufacturing goods is therefore amply compensated for by the export
of natural resources. In the case of Africa’s largest economy, Nigeria, the trade/GDP
ratio was 22% in 2015, while 76% of export was classified as raw materials, mostly
crude oil. Compared to this, the South African economy is more deeply embedded
in the global trade regime, and its mineral rent plays only an auxiliary role.4

Despite the demise of apartheid, the lifting of sanctions and the full inclusion of
South Africa into the global economy, the country’s growth performance fell short
of expectations. Figure 9.2 compares the changes of GDP per capita in South Africa,
Brazil, South Korea, Indonesia and Nigeria, as well as Malaysia whose Bumiputera
policy was examined by South African policymakers to craft the post-apartheid

4These figures are taken from the database of Statistics South Africa (http://www.statssa.
gov.za/?page_id=1854&PPN=P0441&SCH=6983) and the World Integrated Trade Solution (
https://wits.worldbank.org/CountryProfile/en/ZAF and https://wits.worldbank.org/CountryProfile/
en/NGA). Accessed October 15, 2017.

https://www.rug.nl/ggdc/historicaldevelopment/maddison/releases/maddison-project-database-2013
http://www.statssa.gov.za/%3fpage_id%3d1854%26PPN%3dP0441%26SCH%3d6983
https://wits.worldbank.org/CountryProfile/en/ZAF
https://wits.worldbank.org/CountryProfile/en/NGA
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affirmative action policy. Although the upward turn of South Africa’s GDP per capita
after the abolishment of apartheid in 1994 is visible, the pace of advancement is
frustratingly slow. South African economy still remains “trapped.”

Nations generate rapid economic growth when they transform their labor force
from a low-productivity to a high-productivity stage, and continuously upgrade their
skills and innovativeness. However, the South African labor market excludes more
than one third of human resources from the productive sector. Figure 9.3 shows the
extreme level of unemployment in South Africa. The official rate of 25% is based on
a narrow definition of unemployment that only covers those who are willing to work
but cannot find jobs. In addition, South Africa has a great number of people who
have given up paying futile effort to find jobs and therefore are excluded from this
narrow category of the unemployed. If those chronically jobless people are counted,
the unemployment rate (based on the expanded definition) hit 36% in 2016.5 In both
definitions, the level of unemployment has not substantially changed in the past two
decades. In the next section, the historical origin of social exclusion in South Africa
is explained.

9.2 The Land Question and the History of Inequality

In Why Nations Fail, Daron Acemoglu and James A. Robinson contrasted inclusive
and extractive institutions, citing examples of the US-Mexican border, North and
South Korea and other cases in which institutional choices determined the long-term
growthpaths of nations.Combiningnormative and empirical discussions, they argued
that both political and economic institutions should be inclusive, accountable and
open enough to ensure sustainable prosperity. However, a country is not necessarily
at liberty to choose a particular set of institutions; an extractive institution might
have not been preferred by selfish and short-sighted local politicians, but historically
enforced by outside powers. To illustrate this coercive path, they used the historical
example of South Africa (Acemoglu and Robinson 2012, Chap. 9), which is worth
revisiting here.

The principal cause of persistent inequality in South Africa lies in the history
of land dispossession that started in 1652, when the Dutch East Asian Company
(VOC: Vereenigde Oost-Indische Compagnie) established the Cape Colony. Joined
by the British in the early 19th century, European settlers expanded their territory
into today’s SouthAfrica depriving indigenousAfrican people of land. The European
conquest in this part of Africa was completed in the second half of the 19th century,
stimulated by the discovery of diamonds in 1867 and gold in 1886 (Thompson 1990,
Chap. 4). The emergence of mining cities like Johannesburg and port cities like
Durban boosted demand for food and basic goods. Acemoglu and Robinson (2012,
pp. 261–64) noted that this new demand was met by the increased supply of agricul-

5See “Quarterly Labour Force Surveys.” Statistics South Africa Website. http://www.statssa.gov.
za/?page_id=1854&PPN=P0211&SCH=6813. Accessed October 15, 2017.

http://www.statssa.gov.za/%3fpage_id%3d1854%26PPN%3dP0211%26SCH%3d6813
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Fig. 9.2 GDP per capita change in South Korea, Malaysia, Indonesia, Brazil, South Africa, and
Nigeria, 1971–2010. SourceWorldBank data. https://data.worldbank.org/indicator/NY.GDP.PCAP.
KD. Accessed 15 October 2017

https://data.worldbank.org/indicator/NY.GDP.PCAP.KD


9 How Nations Resurge: Overcoming Historical … 193

0

5

10

15

20

25

30

%

Brazil

South Korea

Malaysia

Russia

Turkey

South Africa

Fig. 9.3 Unemployment in South Africa and other emerging states. Source World Bank data.
https://data.worldbank.org/indicator/SL.UEM.TOTL.ZS. Accessed 15 October 2017
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tural products by local African farmers, mainly diligent Christians, rather than white
settler farmers. They successfully produced crops such asmaize, accumulated capital
and even started to purchase farmlands back from white farmers (Bundy 1979).

However, after the South AfricanWar (Boer War), the racial dualism of the South
African agrarian structure began to consolidate. Under the new regime of the Union
of South Africa established in 1910, the authorities prohibited the land ownership of
blackAfricans in areas designated by law as being forwhites only, thereby destroying
the basis of their autonomous rural livelihoods and enterprises. As vividly described
by Sol Plaatje, one of the founders of the ANC, the government evicted black African
farmers from white areas often with raw violence (Plaatje 1991). While white farm-
ers began to engage in large-scale subsidized food production in the best parts of the
country, black Africans were forced to make their living in so-called native reserves
(homelands), which constituted only 13% of their native soil (Fig. 9.4). Given the
necessity for wage income, rural Africans sought job opportunities in the white areas,
giving rise to circular migration between the homelands and urban industrial spaces.6

The government and industry took it for granted that the homeland economy would
supplement the income of migrant households. However, as more black Africans
were forcibly relocated from mechanized white farms to the homelands, the latter
became over-populated and productivity deteriorated.7 Although homeland agricul-
ture accommodated 40–50% of local food demand in the first half of the 20th century,
the rate decreased to 26% by 1967 (Simkins 1981).

Uprooted from the soil, people flocked to the white areas seeking low-wage jobs,
regardless of availability, and this creation of “surplus people” gave origin to today’s
structural unemployment in South Africa. On the other hand, the urban industry
vied for a limited number of skilled and semi-skilled black African workers and
called for a relaxation of the draconian regulation of the apartheid labor market.
The manufacturing and service sectors were increasingly concerned about the short
supply of a skilled workforce as well as the limitations of the consumer market, and
called for the appeasement of apartheid (Lipton 1985). This reformist voice from
inside the regime contributed to the collapse of apartheid.

We now consider the wider African region to compare experiences. Several
African countries other than South Africa also appear extremely unequal in terms
of income distribution; examining South Africa’s neighbors, GINI coefficients are
0.610 for Namibia and 0.605 for Botswana in 2009. Statistically, however, the extent
of inequality tends to be exaggerated in Africa. The income of resource-exporting
countries circulates in capital and commercial cities, while a majority of people con-
tinue living on a subsistence economy in the countryside where goods and services
are produced and consumed without being mediated by money. In this regard, in
most African countries, the welfare level of low-income households can be much

6The economic effect of coercive circular migration was elaborated by a group of neo-Marxist
scholars such as Harold Wolpe (1972). See Friedman (2015) for an appraisal.
7About 3.5 million black people were forcibly relocated by the authorities from 1960 to 1983
(Platzky and Walker 1985, pp. 10–11, 17). The total South African population was estimated to be
around 30 million in 1980.
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Fig. 9.4 Homelands of South Africa. Source Mine (2013, p. 98)

higher than it appears. In addition, the quality of statistical data on African countries
is dubious. In 2010, for example, the Ghana Statistical Services revised the GDP
size and increased it by 1.7 times from 22 to 37 billion cedi after improving the
calculation method (Jerven 2013, p. 26).

Compared with average African countries, South Africans face inequality in a
bare, purer form. As shown in Table 9.1, the ratio of agricultural employment to
the total employment is extremely low in South Africa, while the urbanization rate
is the highest of all listed countries. The ratio of wage and salaried workers is also
very high. In South African villages where informal buffers are lacking, people
ride on a minibus to buy maize and other foodstuff at a town supermarket, which
becomes particularly crowded after the payment day of social security grants. After
the destruction of indigenous agriculture described in this section, the South African
countryside polarized into mechanized farmlands on the one hand (former white
farming areas), and villages that cease to practice productive farming and instead
accommodate a large number of jobless people, on the other (former black home-
lands). This dichotomy remains intact after the end of apartheid.8

8Only 8–9% of lands for commercial agriculture was transferred from white ownership to black
ownership from 1994 to 2013 (Cousins and Walker 2015, p. 4, 22).
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Table 9.1 Rural and informal buffers against inequality

Employment in
agricultural
sector (2017,
male–female %)

Urbanization rate
(2016, %)

Wage and
salaried workers
rate (2017, %)

GINI coefficient

Angola n.a. 44.8 46.5 0.427 (2008)

Cameroon 57–67 54.9 23.2 0.465 (2014)

Congo, DR 55–76 43.0 22.7 0.421 (2012)

Cote d’Ivoire 45–75 54.9 23.9 0.417 (2015)

Ethiopia 78–62 19.9 51.0 0.332 (2010)

Ghana 46–38 54.7 24.7 0.422 (2012)

Kenya 51–75 26.1 45.8 0.485 (2005)

Nigeria 38–15 48.6 65.9 0.430 (2009)

Senegal 48–57 44.1 31.9 0.403 (2011)

South Africa 8–4 65.3 85.6 0.634 (2011)

South Sudan n.a. 19.0 n.a. 0.463 (2009)

Tanzania 64–70 32.3 17.7 0.378 (2011)

Uganda 68–76 16.4 21.2 0.410 (2012)

Zambia 44–67 41.4 22.5 0.571 (2015)

Zimbabwe 64–71 32.3 24.9 0.432 (2011)

Source World Bank data. https://data.worldbank.org/indicator. Accessed 15 October 2017

9.3 The Rise of the “Black Middle Class”

Despite the continued distortion of economic structure, South Africa’s political land-
scape has thoroughly transformed after apartheid. Celebrated by all African nations
and the international community, the black African majority finally became entitled
to vote in 1994. The war machines of the white government and anti-government
guerrillas were integrated into a single national defense force, a shining example
of post-conflict peace building. The Truth and Reconciliation Commission (TRC)
managed to put a lid on the simmering discontent of black Africans over the past
racial injustice through its programs such as public hearings, research, amnesty and
compensation. In light of polarized group interests in racial capitalism in the last
century, it is prodigious that conflicting political forces agreed to govern the country
in coalition at least in the short term. What is the nature of this coalition?

First of all, it must be noted that the ANC that triumphed in the first non-racial
general elections is a broad coalition itself. The liberation movement formed the Tri-
partite Alliancewith the Congress of SouthAfrican TradeUnions (COSATU) and the
South African Communist Party (SACP) when they entered multi-party negotiations
in 1990. Then, a group of progressive, largely neo-Keynesian economists presented
a carefully crafted policy recommendation for a post-apartheid government (MERG

https://data.worldbank.org/indicator
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1993), which formed the basis of the Reconstruction and Development Programme
(RDP), the ANC’s policy platform for the 1994 general elections. However, given the
collapse of the Soviet Union, the agenda of a pro-poor mixed economy of the RDP
lost momentum, while the cadres of the ANC engaged in behind-the-door negotia-
tions with delegates of the corporate sector on key economic issues in the early 1990s
(Terreblanche 2002, pp. 95–109). Even though the agenda of the RDP was shelved,
the Tripartite Alliance continued. The organizational machinery of the COSATU and
the SACP remains essential for the ANC to canvass for votes in the elections, while
the unionists and communists can hold cabinet positions.

Keeping the rhetoric of national liberation, the ANC has fostered, and been sup-
ported by, the new “black middle class,” which has remarkably expanded under
the scheme of Black Economic Empowerment (BEE). Under this scheme, corpo-
rate shares and assets were gradually transferred to black African investors, and the
principle of employment equity (affirmative action) transformed the landscape of
economic decision making; in 2015, 64% of the top management positions in the
national government were occupied by black Africans, though 72% of the top man-
agers in private firms were still whites (Southall 2016, pp. 73–95; CEE 2016, p. 132,
138). The BEE policy continued under the presidencies of both Thabo Mbeki and
Jacob Zuma. In the meantime, organized labor has been allowed to give voice to
social and economic policy making through the National Economic Development
and Labour Council (NEDLAC), even though the mandate has been short of corpo-
ratist joint decision making (Adler 2000). In the COSATU membership, the ratio of
white-collar workers rose from 19% in 1994 to 42% in 2012, while that of semi-
skilled and un-skilled workers declined from 60 to 38% in the same period (Satgar
and Southall 2015, p. 28).9

Regarding the partnership between the ANC and other parties, the experience of
the Government of National Unity (GNU) in which all major political parties formed
a coalition government from 1994 to 1999 under the leadership of Mandela is con-
sidered a watershed event. Based on the prescription of the interim constitution, the
ANC, the NP and the Inkatha Freedom Party (IFP) entered a transitional power-
sharing arrangement by being allocated cabinet positions according to their shares
in the national vote. The NP leader, F.W. de Klerk, served as one of two deputies
of President Mandela. The scheme of this grand coalition, modeled on the consoci-
ational democracy propounded by Lijphart (1985), dramatically contributed to the
reconciliation of racial groups (Mine 2013). Lijphart’s original proposition consisted
of four elements: grand coalition, proportional representation, federal government
andmutual veto. After multi-party negotiations, all political players agreed to this set
of government design except for mutual veto, which was dropped to avoid gridlock
and to advance affirmative action.

The national elections became competitive rather than consensual after the dis-
solution of the GNU in 1999. However, South Africa’s post-apartheid elections are

9Dani Rodrik argued that in South Africa, the shrinkage of export-oriented manufacturing was the
main factor in the failure of job creation, especially for the relatively unskilledworkforce, in contrast
to the case of Malaysia (Rodrik 2008).
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Table 9.2 Results of general elections (PR system) (%)

1994 1999 2004 2009 2014

African National Congress
(ANC)

62.65 66.35 69.69 65.90 62.15

Congress of the People (COPE) – – – 7.42 0.67

Economic Freedom Fighters
(EFF)

– – – – 6.35

National Party (NP)/
New National Party (NNP)

20.39 6.87 1.65 – –

Democratic Party
(DP)/Democratic Alliance (DA)

1.73 9.56 12.37 16.66 22.23

Inkatha Freedom Party
(IFP)

10.54 8.58 6.97 4.55 2.40

President-elect of the ANC and
the Republic of South Africa

Mandela Mbeki Mbeki Zuma Zuma

Source Electoral Commission of South Africa. http://www.elections.org.za/content/Elections/
National-and-provincial-elections-results/. Accessed 15 October 2017

still considered a sort of “race censuses.” According to the Census 2011, African
people accounted for 79% of the total population, while the shares of whites and
Coloureds were 9% each. A rule-of-thumb interpretation that whites and Coloureds
vote the right-leaning “white parties” (NP/NNP and DP/DA), while black Africans
vote the left-leaning “black parties” (ANC, COPE, EFF and IFP) may seem close to
the reality (Table 9.2). A small but critical trend is that the gravity of Coloured votes
has gradually shifted from the ANC to the Democratic Alliance (DA).

Nevertheless, the relations between major political parties cannot be explained
only in terms of race factors. To the “left” of the ANC, the Economic Freedom
Fighters (EFF) is consolidating its presence.10 The EFF is led by Julius Malema,
the former leader of the ANC Youth League who was expelled from the ANC for
disciplinary reasons in 2012.Resorting to radical discourse such as land redistribution
without compensation, theEFFhas sought support from theyoungAfricanunderclass
and unemployed, and is often regarded as a dangerous “populist” party. Since 2015,
education at South African universities has been disrupted by the popular student
campaign “#Fees-Must-Fall” against the proposed increase in tuition fees (Booysen
2017). Having engaged in the movement, the EFF is also giving voice to the educated
and frustrated black African youth.

To the “right” of the ANC is the DA, which originated as a liberal anti-apartheid
party supported by English-speaking whites and joined by Afrikaans-speaking con-
stituencies after the demise of the NP/NNP. The DA largely remains a party of whites
and Coloureds, and is dominant in the Western Cape, the wealthiest province. How-
ever, if a South African political party wants to break through its minority position

10Another ANC offshoot, the Congress of the People (COPE), was formed mainly by supporters
of former president Thabo Mbeki, but has become almost negligible by the 2014 elections.

http://www.elections.org.za/content/Elections/National-and-provincial-elections-results/


9 How Nations Resurge: Overcoming Historical … 199

in national politics, it is essential to garner the votes of black Africans. In 2015,
the DA elected a black moderate politician, Mmusi Maimane, as the party leader. It
is evident that as the legacy of struggle wanes, all major opposition parties aim at
ripping the votes of the “black middle class” from the colossus ANC, which has been
supported by a medley of community activists, trade unionists, financial magnates
and rural traditional leaders. The BEE policy seems to be mostly endorsed by all
political parties based on dual expectations; the “black middle class” is regarded as
a vanguard of the advancement of the black majority and can also be a buffer to
preserve a deracialized capitalist order.11

Based on the 2008 data, Jeremy Seekings and Nicoli Nattrass classified South
African households into “lower” (37% of households and 10% of income), “middle”
(46% of households and 35% of income) and “upper” categories (17% of house-
holds and 55% of income). The chronically unemployed and farm and domestic
workers form the core of the “lower” classes. The size of the “middle,” i.e., blue-
collar and white-collar workers as well as nurses and teachers, has somewhat shrunk
in the context of deindustrialization, while the “upper” classes such as managers and
professionals are growing and becoming increasingly multi-racial (Seekings and
Nattrass 2005, Chap. 9; 2016, p. 120). Two decades after liberation, social mobil-
ity has slowed down, and the spill-over effect of skills and knowledge across strata
remains limited. As an alternativemeasurement of inequality, the Palma ratio attracts
attention of economists (Palma 2011). This is the ratio of the richest 10% of the pop-
ulation’s share of gross national income (GNI) divided by the poorest 40 percent’s
share. Given that the income share of the in-between 50% of the population is almost
constant (about half of GNI) across countries and over time, this ratio highlights the
state of income inequality in a more straightforward way than GINI. The ratio is
7.1 in South Africa, 3.5 in Brazil, 2.6 in Malaysia, 2.2 in Nigeria, 2.0 in the United
States, 1.8 in Indonesia, and 1.2 in Japan. The figure for South Africa is the highest
in the world (the latest available data during the period of 2010–2015) (UNDP 2016,
pp. 206–9).

In order to expand the growth capacity of South Africa, it is required to improve
productivity and innovativeness of the workforce by investing in research and human
capital formation and by socially stabilizing the “black middle class.”12 South
Africa’s investment in R&D is not impressively high: in 2013, the ratio of R&D
spending to GDP was 0.7% in South Africa, between Turkey’s 0.8% and Mexico’s
0.5%, and much lower than China’s 2% and South Korea’s 4%.13 As the BEE policy
creates strong demand for young black Africans with higher degrees, the share of
black students enrolled in tertiary education institutions rose from 38 to 71%between
1990 and 2015, while the share of white students decreased from 50 to 16% in the

11Throughout the 20th century, it was a consistent policy objective for the white government to
separate between urban workers settled in cities and migrant workers rooted in the countryside
(Hindson 1987). The former is the historical origin of today’s “black middle class.”
12Southall (2016, p. 62) categorizes middle managers and independent professionals as “upper
middle class” rather than the “upper” defined by Seekings and Nattrass.
13OECD database: https://data.oecd.org/rd/gross-domestic-spending-on-r-d.htm. Accessed Octo-
ber 15, 2017.

https://data.oecd.org/rd/gross-domestic-spending-on-r-d.htm
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same period (SAIRR 1995, pp. 259–61; Council on Higher Education 2017, p. 3).14

However, despite efforts of expanding the educational basis, skilled black African
professionals are still in short supply. Some black African university graduates do
not want to be stigmatized by affirmative action, in that they may be considered less
competent than their white colleagues.

Given the growing number of educated urban black Africans and their frustration,
all major political parties have begun vying for their votes. As argued by Southall
(2016), one of the major characteristics of the South African “black middle class” is
their dependency on the party-state structure. Recognizing that state patronage has
greatly contributed to the ANC rule, the opposition parties strategically expanded
their sphere of influence in major metropolitan areas through local elections, bidding
for greater access to state power. At the societal level, the propensity toward statism
is reflected in the low level of entrepreneurship in South Africa: the ratio of those
engaged in early-stage entrepreneurial activities to the working-age population was
only 8% on average from 2014 to 2016, compared to 13% in China, 18% in Thailand,
19% in Brazil, 26% in Chile, 28% in Burkina Faso and 30% in Cameroon (Global
Entrepreneurship Research Association 2017; OECD 2017).

9.4 Reform Deferred

In order to forge an effective coalition for technology upgrade and equitable redistri-
bution, there should not be too many or too few effective veto players. Given diverse
interests, if there are toomanyveto players, no policymaybe agreed on, and if too few,
an agreed policy may not be implemented thoroughly. The former leads to the lack
of decisiveness, increasing the risk of “stalemate or gridlock”, while the latter leads
to the lack of resoluteness, increasing the risk of “rapid or frequent policy change”
(Doner 2009; Cox and McCubbins 2001, p. 27). The latter seems to apply in South
Africa, where a set of articulated policies is adopted at the party-state level, not thor-
oughly implemented, eventually replaced by an ostensibly new policy framework,
and the cycle repeats. Although South African political parties exchange scathing
attacks in parliament and the mass media in veto-type language, the strife between
them revolves around politicians’ “behaviors” and “attitudes” such as corruption and
racist remarks, rather than around the appropriateness of policies. Although the EFF
calls for the nationalization of mines and appropriation of white farms, the agenda
largely remains rhetorical and is rarely discussed as concrete policy programs at least
for the moment.

A good example of the lack of resoluteness can be found in development policy
making. Thabo Mbeki, the successor of Mandela, sidelined the social democratic
RDP and unveiled a new policy framework called the Growth, Employment and
Redistribution (GEAR) in 1996. The GEAR gave weight to economic growth as
a precondition of job creation and redistribution, and prioritized fiscal discipline,

14The figure of 1990 covers the enrolment in universities, technikons and teacher training colleges.
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wage restraints, tax reduction, trade liberalization and the promotion of foreign direct
investment (FDI) (Government of SouthAfrica 1996). Although theywere part of the
ruling coalition, the COSATU and the SACP were skeptical of the GEAR, criticized
“neo-liberal” Mbeki and helped Jacob Zuma to take the helm of the ANC in 2007
and to rise to the state president in 2009. Having gone through the left-leaning
RDP and the right-leaning GEAR, the government of Zuma released the National
Development Plan (NDP) in 2013 to table a middle-ground agenda. Resonating with
Amartya Sen (1999), the NDP explicitly set the expansion of people’s capabilities as
the ultimate goal of development, highlighted infrastructure development and aimed
at job creation by making the labor market more flexible. Although the NDP called
for the leadership “to convince South Africans of the need to make mutual sacrifices
for longer-term benefits” (NPC 2011, p. 10), the essential part of the NDP has not
been translated into concrete action since its release.

The major problem of contemporary South African politics is that few political
vehicles have committed to giving voice to poor South Africans who are, as a social
group, “dispersed between countless local associations, community organisations
and NGOs” (Bundy 2014, p. 156). As discussed in previous sections, more than one
third of the working-age population have no access to jobs, and the origin of this
massive joblessness lies in the history of land dispossession. The underclass people
who get by each day on the periphery of urban townships or in the countryside have
ceased to pin their hopes on formal party politics. The ratio of those who casted their
ballots in general elections to the eligible voters has decline from 86% in 1994 to
57% in 2014, meaning that only 35% of all potential voters voted the ruling ANC in
the latter year. Those who voted other parties are fewer.

The grievances of the bottom layer of the population have been eased to some
extent by thin and widespread social security benefits financed largely by the rent
of natural resources. Capitalizing on the old system of welfare handouts developed
in the apartheid era, the post-apartheid government expanded social security cash
grants for the vulnerable population, especially the elderly, the handicapped, and the
families with dependent children (Marais 2010, pp. 238–261; Seekings and Nattrass
2016, pp. 139–167). In 2017, the old-age grant and the disability grant were R1,600
(approximately US$120) per person per month, while the child support grant was
R380 per child. The number of cash grant recipients amounted to 17.2million, nearly
one third of the total population, in February 2017. This corresponds to the “lower”
category of the South African population.15

As the absolute size of South African population increases, it will become imper-
ative for the government to enlarge the budget revenue in order to expendmore social
security grants. While the NDP did not discuss much on taxation, the Organisation
for Economic Co-operation and Development (OECD) specifically recommended
that South Africa should broaden the income tax base and increase the tax rate for
the wealthy population, which would not only improve fiscal sustainability but also

15The population of South Africa was 55.9 million in 2016. The number of recipients is released
every month at the website of the South African Social Security Agency (Sassa). http://www.sassa.
gov.za/index.php/homepage. Accessed October 15, 2017.

http://www.sassa.gov.za/index.php/homepage
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reduce inequality (OECD 2015). The ratio of tax revenue to GDP in South Africa
in 2013 (27%) was not very high compared to other middle-income countries like
Brazil and Argentina (around 35% for both) (Luiz 2016a, p. 213). However, the gov-
ernment has hardly discussed tax reforms that might deliver a blow to themulti-racial
wealthy classes. Making public sector services more efficient is another crucial task.
In this connection, at the end of Mbeki’s presidency, keen attention was paid to the
notion of a Democratic Developmental State (Edigheji 2010) in part as a response
to violent protest against the delay of service delivery in the townships. Although
this agenda of state capacity and efficiency was taken up in the NDP, the extent of
reforms has not been closely monitored.

The historical impact of development and welfare policies is shown in Fig. 9.5
However counterintuitive it may be, the wealthiest classes became less rich during
the apartheid period. This is primarily because of the affirmative action targeting
Afrikaners vis-à-vis English-speaking whites. Looking at the post-apartheid trend,
the number of people living below the poverty line has decreased since the beginning
of the 2000s due to the expansion of social security grants.16 Although this cash
transfer is supposed to be instrumental in alleviating not only absolute poverty but
also relative inequality, the household surveys show that post-apartheid society is
more unequal than apartheid society was; the GINI coefficient rose in the early 2000s
on top of already high inequality for the previous three decades. This can primarily
be attributed to the steep upturn of the income of the most affluent population.
Although both radical deregulation of the labor market and income tax reforms to
capture various forms of rent more efficiently are indispensable for job creation and
inclusive development in a country like South Africa, political parties have failed
to represent the critical part of the population that would benefit most from radical
“painful” reforms.17 As the development economist Arthur Lewis remarked in post-
independence Ghana, “In Europe, socialist parties were built by a coalition of trade
unions and middle-class intellectuals. In Africa both these groups are on the wrong
side. The underdog is the farmer, and both the trade unions and the educated classes
live by sucking the farmer’s blood” (Lewis 1969, p. 69). South Africa may not be
an exception to this pattern; what is worse, the difference is that the South African
underclass people are landless.

On August 16, 2012, more than thirty workers were shot to death by the security
police as a consequence of violent confrontations at the Marikana platinum mine.
Before the incident, groups of unskilled workers had broken away from a COSATU-
affiliated trade union, formed their own, attempted to go on strike for higher wages
and attacked the security police. The execution-style retaliation killings by policemen
horrified the entire nation and goaded young activists to part with the ANC and
organize the EFF. The political strategy of the SACP and the COSATU is called

16Statistics South Africa (2017) reports a slight increase in poverty headcount from 2011 to 2015
due to sluggish economy.
17John M. Luiz refers to the current South African political dispensation as “bounded populism,”
which “sacrifices innovation with an elaborate rent-granting system while retaining economic sta-
bility, be it at a low level” (Luiz 2016b, pp. 16–17).
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Fig. 9.5 Economic inequality in South Africa. Source Atkinson et al. (2017). As for the definitions
of poverty lines, see Statistics South Africa (2017, pp. 114–17)

national democratic revolution (NDR): associating with patriotic bourgeoisie in the
first stage and preparing for a socialist revolution in the second stage. However, their
strategic alliance with business elites can be easily regarded as a betrayal of the
cause of the working class. On the other hand, it is problematic to regard formal
sector workers as a “labor aristocracy,” not least because “massive unemployment
and poverty among the majority of the black population requires employed workers
to share their wage with a large number of dependents – immediately dissolving their
‘privilege’” (Satgar and Southall 2015, p. 27).

The basic demographic fact is that the generation with no memory of the anti-
apartheid struggle is becoming a majority force of society. For them, selfless ANC
activists like Mandela exist only in school textbooks. It is impossible to demand
the loyalty of this generation to the ruling party through skimpy side payments.
However, unless they are politically organized, the deprived cannot exercise veto to
state policies that count seriously against them. As the precondition for an effective
interest coordination to take place, all major group interests should be appropriately
represented in the political space.
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9.5 Conclusion: Addressing Both Pressing Issues and Root
Causes

Anthony Atkins noted that the goal is not to achieve total equality but “to reduce
inequality below its current level, in the belief that the present level of inequality
is excessive” (Atkinson 2015, 9). Excessive inequality is not only morally intolera-
ble but also socio-economically unsustainable (Stiglitz 2013). Doner and Schneider
(2016) referred to threemajor deterrents thatwould impede effective upgrading coali-
tions in middle-income countries: inequality, informality and nationalist reactions to
FDI. The question of informality is irrelevant in South Africa, where the indigenous
rural informal economy was wiped out in the first place by the apartheid regime.
Foreign control is not a central issue either; South African-born enterprises such as
Anglo American, Old Mutual, BHP Billiton and SABMiller are all global players
listed in London, and the problem is rather that the operations of these large enter-
prises do not have significant domestic spill-over effects. Therefore, only one factor
remains. The case of this chapter is that excessive inequality is the most significant
factor hampering sustainable growth in South Africa.

Given that South Africa exhibits characteristics of both middle-income and low-
income countries, it is essential to clearly distinguish short-term and long-term chal-
lenges and address them simultaneously. In the short term, for a middle-income
country like South Africa to catch up, technological capacity must be upgraded by
investing substantially in R&D and human capital. For all the constraints discussed
in this chapter, the chief advantage of the abolishment of apartheid for the South
African economy is that inexhaustible human resources became available without
racial segregation and labor-market dirigisme. The current “trap” of South Africa can
be attributable not least to the structural weakness of human capital formation and
weak spill-over effects of skills and innovation capacity to lower ranks of the work-
force. The government should therefore continue giving support to higher education,
vocational training, and the promotion of entrepreneurship (OECD 2017). Many
South African universities, which boast a long history of resisting the irrationality
of apartheid, still maintain top-class research capacity in Africa. Education provides
the major route of upward mobility of the historically disadvantaged majority, and
the present policy direction in which the advancement of black African professionals
is pursued is not wrong in itself, though the private sector may play a greater role in
achieving this objective.

In the longer term, the legacy of colonialism and racism can be dissolved onlywith
time and care. Given that the ultimate cause of the extremity of today’s inequality
in South Africa lies in centuries of land dispossession, the most straightforward
solution will be to bring the land back to the landless people. However, people who
were uprooted from the soil decades and centuries ago do not remember how tomake
a living in agriculture. The politics of land is so complicated that there is no other way
than to patiently repeat experiments taking into account diverse factors such as the
environment, gender, class, customary laws, job creation and productivity (Cousins
andWalker 2015). It is alsoworth revisiting the idea of themanufacturing-agricultural
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complex based on forward and backward linkage effects of the agricultural sector
(MERG 1993, pp. 171–175). Widespread inertia in post-apartheid land reform is
due to the paucity of pressure groups representing the interests of the rural poor. As
emphasized throughout this chapter, the prospect for inclusive politics will determine
the long-termpath of development and democracy in SouthAfrica. The responsibility
to go beyond the politics of handout distribution rests on all political parties, and
under the decentralized political dispensation in the post-apartheid era, the local
governmentwill be themajor terrain of power struggle anddemocratic transformation
(Hart 2002).With a background of trade unionist-turned-financialmagnate, President
Cyril Ramaphosa, the successor of Zuma, faces a rocky road ahead.

Finally, is South Africa an exceptional case in Africa? Looking back at agrarian
history, the process of thorough land dispossession and the emergence of capitalist,
mechanized agriculture in 20th century South Africa is a clear exception in sub-
Saharan Africa (Bernstein 1996). However, looking at the future, the development
patterns of African countries characterized by rapid urbanization and even land grab-
bing may converge on the South African pattern (Iliffe 1987; Mine 2017). In this
respect, for other emerging nations in Africa, learning from the policy experience of
South Africa will be more realistic than emulating East Asian miracles. On the other
hand, economic cooperation in a larger African region will provide great opportu-
nities for South Africa itself as well as for the rest of the continent. The ratio of
intra-regional trade to all exports in the Southern African Development Community
(SADC) is only 10%, much lower than 25% in the Association of Southeast Asian
Nations (ASEAN) and 40% in the European Union (EU) (OECD 2017, p. 70). There
is much room for coordination of national interests at the SADC level to promote
intra-trade and upgrade regional value chains.
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