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Abstract 

The stated aim of government’s social and economic policies in South Africa since the 

end of apartheid is a development project to redress past injustices and to address high 

levels of poverty, inequality and unemployment. The success of this development project 

depends on the ability of the state to tackle structural weaknesses in the economy and to 

ensure that profits earned, especially in the resource sectors, are reinvested in 

downstream, value added sectors. The preferred type of investment would be long-term 

productive investments that increase employment and decent work opportunities. In other 

words, South Africa requires the state to implement policies that restructure the economy 

in a way that shifts the core of the economy away from mining and minerals related 

activities (the minerals and energy complex or MEC sectors) toward more labour 



intensive and employment creating, downstream, value-added industrial activities.  

 

At the same time, economic policies have been concerned with promoting investment 

into South Africa and maintaining credibility of government economic policies with 

people operating in international financial markets. These policies have worked against 

the development project in South Africa and have led to increased unemployment in 

industry and more precarious jobs due to increased outsourcing (of ‘non-core’ activities 

in both the private and public sectors) and casualisation of employment. The paper will 

explore two routes (channels) by which economic policies have led to increased 

unemployment and more precarious employment. The first route is liberalisation of 

capital controls that have allowed increased inflows of short-term destabilizing capital 

into the economy. These flows have led to misallocation of capital in the economy 

because it has promoted bubbles in real estate and financial asset markets. They have also 

led to an overvaluation of the currency, which has encouraged outward investment and 

increased consumption of imports. These factors have caused declining manufacturing 

activity and employment in the economy. The second route has been increased 

financialization of South African corporations that has been accompanied by increased 

internationalisation of South Africa’s largest corporations. These corporations have 

increased outward investment and decreased their involvement in South Africa, 

especially in employment creating, downstream, value-adding industrial sectors. 

 

This paper will argue that the post-apartheid government has been a significant agent in 

promoting the integration of the South African economy into the global economy. As a 



result, economic policies have supported financialization of the South African economy 

and allowed greater internationalization of the largest corporations.  As a result, there has 

been a shrinking of the industrial base of the economy and growth in the financial sector 

and speculative investments. Further, economic policy has reduced the influence of the 

state in the economy and instead placed the largest South African corporations under the 

control of global financial institutions and the shareholder value movement. The 

increased influence of the shareholder value movement on South African big business has 

shifted their attention towards increasing profits in the short-term instead of focusing on 

long-term productive investments. Most non-services sector investment was in capital 

intensive MEC sectors where high levels of resource and monopoly rents could be 

extracted from the economy. Therefore, the major restructuring of South Africa's major 

corporations during the 1990s has left the already highly concentrated economy even 

more concentrated and, unfortunately, more dependent on the MEC, especially for export 

earnings.  

 


