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CAPITAL ACCUMULATION AND
ECONOMIC GROWTH IN SOUTH AFRICA

By D, G. Franzsen and J. J. D. Willers

1. CAPITAL ACCUMULATION DURING THE PRE-UNION
PERIOD

THE economic growth of a country can only be intrepreted
in a historical context, In the case of South Africa, an investi-
gation of the past growth of the Nation’s capital stock calls
for explicit recognition of the role played by two major struc-
tural changes, viz. (1) the advent, during the seventies and
eighties of the last century, of the diamond and gold mining in-
dustries, and (2) the final achievement, in 1910, of the goal of
the political and economic unification of the country. Two
principal sub-periods may accordingly be distinguished in a
survey of the capital accumulation process during the recent
past, viz. (1) the development from 1870 until the formation
of the Union of South Africa in 1910, and (2) the post-Union
period,

Before 1910, there were four different colonial governments
operating in the territory thereafter known as the Union of
South Africa, and this lack of unity in the political and economic
field resulted in a paucity of comparable information about
economic trends. Much more is known about economic
tendencies during the post-Union period, and hence this paper
is mainly concerned with the post-1910 era. In this section a few
general observations will nevertheless be made about, firstly,
the role of the mineral discoveries in stimulating capital forma-
tion during the forty-year period, 1870-1910 — the Griinderzeit
of modern capitalism in South Africa — and, secondly, the
approximate order of magnitude of capital accumulation in the
main sectors of the pre-Union economy.

Until the time of the discovery of diamonds (1867) and, sub-
sequently, of gold (1886), South Africa was a typical example of
a geographically isolated, pre-industrial society, with little scope
for the production of surpluses and hence for the formation of
capital. Apart from land, the most important possession of the
European and non-BEuropean sections of the population was
livestock. Moreover, the majority of the non-Europeans lived
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under tribal conditions, thereby escaping contact with the
market economy.

The mineral discoveries changed South Africa’s economic
climate overnight. Not only was a vast amount of capital re-
quired for the opening up of the mines, but also for the removal
of formidable physical bottlenecks, such as the total lack of
modern transport facilities and communications in the inland
regions where the minerals were located. Furthermore, the
combination of capital and labour in the changed environment
called for a complete readjustment of human values, in that it
implied, among others, the willing acceptance, especially in the
case of the tribal natives employed on the mines and elsewhere,
of an entirely different way of life.

Chronologically, the diamond industry was in the van of
South Africa’s mineral development, but, not being a capital in-
tensive industry, its own contribution to capital accumulation,
in a physical sense, was limited, although its secondary influence
in this regard was considerable. Thus, for example, it supplied
the economic incentive for the construction of a railway net-
work linking Kimberley, the ‘diamond city’, with the principal
harbours. In the financial sphere, too, its influence was con-
siderable, as it provided a formerly capital-starved country with
a source of easily won wealth, and also attracted foreign risk
capital to the South African capital market. The role of the
latter factor was especially significant from the nineties on-
wards, and, fortunately for South Africa, its development of
diamond and gold deposits took place at a time that Europe,
and, more especially, the United Kingdom, were still in a posi-
tion to undertake heavy overseas investments.

The opening up during the eighties of what eventually proved
to be the world’s largest gold-mining industry was the decisive
factor in the consolidation of the gains accruing from the period
of feverish development initiated by the diamond industry.
The influence of gold on the country’s subsequent economic
growth is briefly summarized below.

In the first place, the mining of gold broadened the economic
base of a country whose prosperity was formerly dependent on
the fortunes of agriculture and diamonds. It should be borne in
mind that the diamond industry, as a producer of a Iuxury com-
modity, was extremely sensitive to cyclical changes. Gold, on
the other hand, exerted a stabilizing influence on the country’s
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rate of growth, in that the continuous annual increase in the out-
put of the industry, as well as the stability of its price,! tended to
dampen the effect of cyclical fluctuations, and at the same time
reinforced the upward secular trend of real income. This, in
turn, reacted favourably on the level of domestic savings and
capital formation. It cannot be denied, however, that the
mining industry introduced the familiar elements of financial in-
stability and overspeculation into the South African capital
market, but the recurring financial crises did not impair the
steady expansion of the South African gold output, which,
from 1886 to 1909 with the exception of the years of the Anglo-
Boer War (1899-1902), presented a remarkable picture of
sustained growth.

Secondly, as gold is a unique example of a commodity en-
joying an infinite elasticity of demand at the ruling price, its pre-
ponderance in South Africa’s export trade during the latter
part of the pre-Union period helped to solve the transfer pro-
blem usually encountered when an undiversified economy de-
velops its natural resources at a rapid rate. The sale of gold
abroad provided foreign exchange, not only for the importation
of capital goods required for development purposes, but also for
an increasing volume of imported consumer goods, the demand
for which was rising as a result of the increase in the national
income and general living standards.

Thirdly, the gold industry, like the diamond industry before it,
stimulated capital investment in other fields, such as, for ex-
ample, transport, communications, and urban development. Un-
like the diamond industry, however, its direct contribution to
capital formation was very substantial, as the mining of gold
under the conditions obtaining in South Africa called for an in-
dustry with a high capital-output ratio. During the first few
years after the discovery of gold on the Witwatersrand, mine
operators confined their efforts to the exploitation of outcrops,
but soon it became necessary to mine at greater depth. Deep-
level mining demanded the outlay of large sums on shafts and
specialized equipment. Moreover, gold could only be extracted
profitably from the low-grade ore mined on the Rand by
chemical treatment in expensive plants. The capital outlay re-
quired in order to bring a new mine to the production stage

1 The price of gold in the United Kingdom remained at £4:24773 per fine ounce
throughout the period 1884-1909.
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amounted to about £1-£3 million during this early period, and
as small-scale undertakings were not in a position to raise the
necessary funds, the tendency towards financial consolidation,
which was also apparent in the case of the diamond industry,
soon made its appearance.

The changes in the size and composition of the nation’s capital
stock since 1870 can be illustrated by data culled from official
and other sources, but unfortunately the available data do not
enable one to construct a balance sheet of the economy in 1870.
Nevertheless, it is obvious that in the then existing pastoral
economy non-farming assets were of minor importance. By
1909, however, mining and ancillary developments in the private
and public sectors of the economy had shifted the balance of
power from the farming to the non-farming industries. The
trends of capital accumulation in the principal industrial cate-
gories are set out below under five headings.

(i) Farming. It is estimated that the share of farming assets in
the total capital stock declined from what must have been the
very high 1870 percentage figure to about 30 per cent at the
close of the pre-Union period. As pastoral production was still
predominant in 1909, it is further estimated that about three-
fourths of the total farming assets (valued at about £136 million)
existing at that date was represented by livestock. The changes
since 1870 in the value of the different kinds of livestock are
shown in Table 1.

TABLE I

Value of Livestock, in Current Prices, for Selected Years
(1870-1909)

{£ million)
Woolled] Non- Ost- | Mules
Year | Cattle | Sheep | woolled | Goats | Pigs riches and |Horses Poultry [ToTAL
o Sheep Asses
1870 5 5 i 1 —_ 1 1 2 —_ i6
1873 11 15 2 3 — ] 1 6 1 40
1891 18 14 2 3 1 4 1 8 i 52
1895 i8 12 3 3 1 4 1 g 1 5
1892 24 24 6 & 1 7 2 i3 2 85
1904 30 13 5 7 1 g 3 8 z 78
1909 33 15 3 4 2 19 3 11 k1 93

(ii) Mining. The stake of the mining industry in the capital
stock of the private sector is estimated at about one-sixth in
1909, as against virtually nothing in 1870. It should be borne in
mind, however, that the total amount of money poured into
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this industry far exceeded the value of the reproducible assets
employed for mining purposes. Accordingly, the concept of
reproducible capital does not provide an adequate measure of
the accumulation of capital required for the opening up of the
various mining properties. By far the greatest portion of the
initial capital raised by the various diamond companies, for
example, was devoted to the purchase of mining properties and
rights.

From the available evidence it would appear that the gross
fixed capital formation of the diamond industry until the end of
the seventies amounted to only about £1 million. During the
eighties the same observation applied to the gold-mines, but the
introduction, at the end of this decade, of the deep-level gold-
mining technigues, referred to above, marked the beginning of
the capital-intensive phase of this industry. During the two
decades 1890-99 and 1900-9, gross capital formation in the
mining industry amounted to £21 million and £31 million, re-
spectively, as against the very low figure of about £3-£5 million
for the eighties. The depreciated original cost of mining assets
at the end of 1909 is estimated at £53 million.

(iil) Manufacturing. Manufacturing industry was still in its
infancy during the pre-Union period, as is borne out by the low
figures for reproducible capital employed in this field in 1904,
when the first official Census data were collected. The relevant
figures are shown in Table I1I.

TABLE II

Boole Value of Buildings and Improvemenis, Machinery and
Equipment of Manufacturing Indusiry in the Four Colonies,

19041
Buildings and Machinery and
Colony improvements Equipment
Cape . . . . . 39 22
Transvaal . . 1-2 1-9
Natal . . . . 1-3 14
Orange Free State . . . o1 02
Total 65 57

! The census covered private and public establishments, although the role of
the [atter was negligible during this early period. Furthermore, the generation of
electric power and the building industry were also covered by the 1904 census.
According to 4 census taken in the Cape Colony for the year 1891, the value of
buildings and improvements and machinery and equipment amounted to £1-3
million and £1-6 million respectively,
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The number of persons employed in manufacturing in 1904
was about 75,000, while the most important industrial category
was the manufacture of food and drink, i.e. grain mills, bakeries,
breweries, and distillers. During this period, manufacturing
activity was mainly confined to the so-called ‘sheltered’ in-
dustries, whose further development was to a large extent de-
termined by the rate of growth of the population. Already
during this early phase, however, the capital and current re-
quirements of the gold-mining industry for such commodities as
explosives fostered local manufacturing development.

(iv) Building and construction. The economic expansion of
South Africa greatly stimulated urban growth, especially in the
mining areas. This is reflected in the figures relating to the muni-
cipal valuation of fixed property, i.e. land and improvements,
which are set out in Table I1I.

TABLE T1I
Municipal Valuation of Fixed Property *
(£ million)
Transvaal Natal
QOrange
Cape

Year Other Other Free

Colony .Totl;anncs- Muni- | Durban | Muni- State

urg cipalities cipalities

1891 - 3 . 2
1894 18 5 - ..
1899 30 22
1904 55 39 . ‘. . ..
1909 57 37 8 8 6 7

.. Not avaijlable.

1 Broadly speaking, the ratio of land to improvements in the various centres
varied from 30 to 35 per cent.

(v) The public sector. No less than one-third of the total
capital assets existing at the end of 1909 must be classified as
falling under the ‘public sector’. By far the most important
single item in this category was the assets of the state-owned
railways and harbours system.

The building of a railway network proved to be a very expen-
sive undertaking, not only on account of the great distances be-
tween the inland areas where the mines were situated and the
nearest harbours, but also on account of topographical factors.
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In 1909 the depreciated original cost of railways and harbours
assets already amounted to no less than £85 million,

The combined capital outlay of the Railways and Harbours
Administrations operating in the different colonies is set out in
Table IV,

TABLE IV
Gross Capital Formation — Railways and Harbours
Decade £ million
1870-79 . . . . 9
1880-89 . . . . 12
1890-99 . . . . 39
1900-5. . . . . 43

II. CAPITAL ACCUMULATION DURING THE POST-UNION
PERIOD

1. Methods of calculation

Before discussing capital accumulation during the post-Union
period, a few comments on the methods of calculation are
called for. The sources of the data are specified in Appendix II.
The capital stock figures refer to reproducible assets, although
estimates of the value of land, sub-soil wealth, and consumer
durables ! are given in Appendix III.2

Annual capital expenditure data were not available for the
period prior to 1910, and, accordingly, the computation of a net
capital stock series for the whole period, 1910-55, required,
firstly, an estimate of the reproducible wealth existing at the
beginning of the year 1910, and, secondly, an estimate of the net
additions to this initial figure from 1910 onwards. The first step
in the calculations was the determination of capital stock in
terms of depreciated original cost (or book value) in the bench-
mark year, 1909. This entailed direct and detailed computations
of the value of the stocks of the different types of capital goods
employed in the various industries, such as mining, agriculture,
manufacturing industry, ete.

The second step was the calculation of the gross capital-

! Motor vehicles only; a survey of the other items has not yet been undertaken.

# Transfer costs on jimmovable property have not been included in the capital-
stock figures discussed in the present paper, although estimates of this item are
given in the Gross and Net Capital Formation Tables in Appendix I (see Tables
IV and V). For this reason, therefore, the net capital formation figures obtained as
the difference between successive net capital stock data, valued at original cost

(see Table I, Appendix I), will differ from the net capital formation figures
appearing in the final columns of Tables I'V and V in the same Appendix.
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expenditure figures, in current prices, for each year during the
period under review; finally, net capital stock figures from 1910
onwards were derived by adding, for example in the case of the
initial year 1910, the gross capital expenditure of 1910 to the
written-down capital stock figure of 1909 (obtained by means of
direct investigation, as mentioned above), and then depreciat-
ing ! the resulting total in accordance with the reducing-balance
method. Similar calculations were undertaken for all subsequent
years. Thus, in general, for any specific year, the initial net
capital stock plus gross capital formation in prices of that year
minus depreciation at pre-determined rates will yield the ter-
minal net value of the capital stock.

Three capital-stock series are distinguished in Appendix I,
viz. (a) capital stock, at depreciated original cost; (b) depre-
ciated capital stock, in 1938 prices, and, finally, (¢) depreciated
capital stock, in current prices. Series (a) was derived in ac-
cordance with the statistical process outlined in the foregoing
paragraph.

In the case of series (b), two sub-classes of the official Whole-
sale Price Index, namely, ‘Metals’ and °‘Building Materials’,
were used as deflators. As mentioned above, no information
about the annual capital expenditure on fixed assets was avail-
able for the pre-Union period, and hence, as the first step in the
calculations, the net capital stock for the bench-mark year 1909
was expressed in 1938 prices by dividing the 1909 values, in
terms of depreciated original cost, by the relevant price indexes
for 1909 (base: 1938 = 100) — a procedure which rests, of
course, on far-reaching assumptions. The present authors are
confident, however, that future research will provide answers to
this and other similar problems encountered in the attempt to
trace capital accumulation back to the year 1910.

The next step in the derivation of series (b) was the expression
of the annual gross capital expenditure series in terms of 1938
prices by means of the deflators already mentioned. As in the
case of series (), the method of deriving the net capital stock
figures in 1938 prices was, firstly, that of adding, in each specific
year, the deflated gross capital expenditure to the written-down
value of the capital stock existing at the beginning of the year,
and, secondly, depreciating the total thus obtained at the same
rates as those utilized in the calculation of series (a).

1 At rates set out in Table V in the text.
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In the case of inventories, the book values were taken to re-
present both the cost and the market (or current) price of the
goods. The general wholesale price index for the last quarter of
each year was used to derive the value of inventories at base-
year prices. The value, in 1938 prices, of the livestock com-
ponent of the inventory series was obtained by multiplying the
number of each type of livestock at the end of each year by the
respective average price ruling during the year 1938.

For series (c), annual values, in current prices, of the capital
stock were obtained by multiplying the net value, in 1938 prices,
of the various types of assets (i.e. series (b)) by each year’s price
index,

The methods used in the calculation of gross capital forma-
tion and depreciation allowances for the different industrial
categories were largely determined by the nature of the basic
data. The sources of information on the Public Sector (including
Public Corporations), as well as industries such as building and

TABLE V
Annual Rates of Depreciation

Machinery
Other ,
Buildings Con- P lgg:;ig?d
struction ment
, B %) ©0 0
1. Public Authorities
1. Union Government
(a) South African Railways and
Harbours . . 1 b i
{b) Other government enterprises 1 13 j{1]
{c) General government . 2 — —
2, Provincial administrations. 2 — 102
3. Local authorities
(a) Trading departments . 2 2 10
(b) Non-trading departments 2 — 162
11, Public Corporations 2 2 10
II1. Private Business Enterprises
1. Residential building . 2 — —
2. Farming . . 1} 14 10
3, Mining . . . . . 3 3 6%
4. Manufacturing. . . . 2 2 121
5. Commercial and service estab-
lishments, banks and other
financial institutions and pro-
fessional persons . . . 2 —_ 10

! Actual depreciation taken from the Auditor-General’s Annual Reports.
2 In respect of heavy machinery for road-building,
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mining, were in such a form that the actual expenditure on
capital assets could be ascertained, also for the earlier years of
the period under review. Although the expenditure method is
useful for an investigation of this early period, it should be
mentioned that the improvement in basic statistics since World
War II will in due course make it possible to check the results
obtained thus far by applying the commodity-flow method.

The work done for the purpose of this paper on the measure-
ment of capital consumption is very limited in scope. The cal-
culations were based on the national capital stock, valued at
original cost, and hence further research will have to be under-
taken in future in order to refine the estimates of the value of the
capital stock at replacement cost.

Except in the case of the South African Railways and Har-
bours,! the reducing-balance method of calculating depreciation
was used.?

The rates of depreciation employed in the present calculations
are given in Table V,

2. The pattern of growth of the national capital stock

Since 1910, a great expansion has occurred in the range and
size of South Africa’s overall capital requirements, mainly as a
result of the diversification of the economy. The most important
single factor in this development was the growth of manu-
facturing industry,® whose capital assets, in 1938 prices, in-
creased from a mere £22 million, in 1909, to no less than £352
million, in 1955. In percentage terms, its share in the total repro-
ducible assets of the economy rose from about 4 per cent, in
1909, to 16 per cent in 1955, while that of mining declined from
13 to 10 per cent, and that of the railways from 20 to 12 per cent.

1 The Railways and Harbours Administration calculates the average lives of the
various types of assets, and hence the straight-line method can be applied.

# Owing to limitations of the basic information, it was not posstble to deter-
mine the age structure of reproducible assets existing in 1910,

3 The expansion of manufzcturing industry was stimulated, among other
things, by the two world wars, which restricted the normal flow of imported
goods into the local market, thereby encouraging the establishment of local
plants; by the policy of protection - although of a relatively mild character —
adopted in the twenties; by the availability of cheap electric power as a result
of the establishment of a number of integrated power plants serving large regions;
by the emergence, during the past three decades, of modern heavy industries —a
development which was made possible by the presence of ample deposits of iron
ore and other important base minerals, as well as virtually unlimited quantities
of clﬁcap coal; and by the growth in size and purchasing power of the internal
market,
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The growth of manufacturing industry was also associated
with an expansion of urban centres, which, in turn, gave rise to
a great increase in capital expenditure on residential buildings
and other structures and municipal amenities. The greater rela-
tive expansion of the secondary and tertiary industries, as com-
pared with primary industries, lessened the dependence of the
economy on mining and agriculture, which were the main
sources of wealth in the pre-1910 period. Thus the share of the
two latter industries in the real geographical income of the
Union declined from about 44 per cent in 1910, to 27 per cent
in 1955.

Other general factors which helped to sustain the upward
secular trend in production, employment and capital accumula-
tion since 1910 were the rapid growth of the labour force; the
contra-cyclical influence of the Union’s built-in stabilizer, viz.
the gold-mining industry, especially during the thirties -—when the
increase in the price of gold greatly stimuiated expansion in this
and other allied industries; the capital inflow from abroad; and,
finally, the shift of unemployed or under-employed workers
from rural areas to more productive work in urban centres.?

(a) The rate of growth of the capital stock. Over the period
1910-55 the average annual rate of growth of the Union’s capital
stock, valued in current prices, amounted to 5-9 per cent. The
influence of changes in (1) the size of the Union’s population,
(2) the prices of capital goods, and (3) the real capital stock per
capita, on the aggregate value of the capital stock is shown in
Table V1. It is seen that, in real terms, the latter increased at an
average annual rate of 3-1 per cent during 1909-55.

The relationship between the rates of growth of the real
capital stock and the Union’s population is made more explicit
in Table VII. As shown by the data cited in Table VI, the
Union’s population has grown very rapidly since 1910, the
average annual rate of growth over the period 1909-55 being
1-9 per cent. Accordingly, a correspondingly high rate of in-
crease in the real capital stock was called for in order to main-
tain the existing relationship between capital and population.

! The percentages of the European and non-European sections of the popula-
tion living in urban ateas were 78-4 and 32+9 per cent, respectively, in 1951, as
against 51-6 and 17-4 per cent in 1911.

® This applied especially to the so-called *migrant’ workers from the native
tribal villages, where, in particular, a large measure of disguised unemployment
existed as a result of the {imited scope for division of labour in a peasant society.
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In point of fact, however, capital formation during this period
was such that it did not only lead to a broadening of the capital
stock, but also enabled production processes generally to be-
come more capital intensive. Thus the data set out in Table VII
show that total capital stock per capita (in 1938 prices) increased
from £94, in the 1909-18 decade, to £133 in the 1944-53 decade.

TABLE VI

Changes in Population, Prices, and Capital Stock
{Average annual percentage changes)

Popul Capitaé Stock | Total Capital | Total Capital
cpula- . Per Capita Stock Stock
Decade | "o | Prices {1938 (Current (1938
Prices) Prices) Prices)
1909-18 -8 10-3 —-0-5 11-8 1-3
1914-23 16 2-7 —07 36 0-9
1519-28 -9 -T2 1-3 —4-2 32
1924-33 2:2 —32 09 —0-1 32
1929-38 20 0-3 20 44 41
1934-43 1-8 7-5 17 -3 35
193948 1-8 7-0 09 9:9 27
1944-551¢ 1-9 42 26 9-0 46
1909-55 19 27 12 59 31

Since the thirties a contributory factor in the expansion of the
capital stock was the persistent labour shortage, as this factor
led to more mechanisation, especially in such industries as
farming and mining.

(b) The relation between capital stock and real income. Over
the period 1918-55,% the real * domestic or geographical income
of the Union increased at an average annual rate of 4-4 per cent,
as against 3-8 per cent in the case of the real capital stock. The
annual changes since 1918 in the relation between these two mag-
nitudes (i.e. the ‘capital coefficient’) are set out in Table VIII.

Table VIII shows four capital coefficient series; the first two
columns give coefficients based on total and fixed capital stock
figures of ¢!l industries, while the last two columns show these
coefficients after excluding capital stock in the form of resi-
dential buildings from the all-industry totals.

1 Twelve-year period.
* At the present time geographical figures of the Union are only available on an
annual basis since 1918.

* Due to the lack of appropriate indexes, the official retail price index was used
to deflate the geographical income figures.



TABLE VI

The Relation between Capital Stock and Population
(Geometric averages for overlapping decades)

Capital Stock (in 1938 prices)

Population of the

Capital Stock Per Capita (in 1938 prices)

Total Fixed Union Total Fixed
Decade Percentage Percentage Percentage Percentage Percentage
£ change £ change change change change
million from million from Thousands from £ from £ from
decade to decade to decade to decads to decade to
decade decade decade decade decade
1909-18 589 436 6,261 94 70
1914-23 619 51 460 5-5 6,763 8-0 92 —21 68 —29
1919-28 692 i1-8 502 91 7,400 94 94 22 68 —
1924-33 822 13-8 599 19-3 8,262 116 100 64 72 59
1929-38 987 201 739 23-4 9,153 10-8 108 80 31 12'5
193443 1,187 20-3 916 24-0 10,063 99 118 93 91 123
193948 1,356 142 1,057 147 10,999 93 123 4.2 96 55
1944-53 1,607 185 1,255 194 12,074 9-8 133 81 104 83
1909~18 to
194453 155 16-5 9-8 52 59
(decade
average)
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TABLE VIII
Capital Coefficients of the Union, 1918-55

Reproducible Capital Stock Reproducible Capital Stock
Including Residential Excluding Residential
Year Buildings Buildings
eal

Total Capital | Fixed Capital | Total Capital | Fixed Capital
Stock Stock Stock Stock
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The data for overlapping decades since 1919 do not reveal a
tendency towards a ‘deepening of capital’, i.e. that more capital
was utilized per unit of output. This, in turn, indicates that the
changes in the structural relationships of the economy tended to
divert a greater proportion of the available capital assets into
the less capital-intensive industries, i.e. secondary and tertiary
industries, as compared with the capital-intensive industries,
such as, for example, railway transportation and public
utilities.

The capital coefficients attained their peak during the world
depression on account of the under-utilization of the then
existing capital stock. Since then, however, a state of near-full,
and, more recently, of over-full employment, has prevailed in
the Union’s economy. Moreover, mainly as a result of war
conditions, which interfered with the normal flow of goods
destined for capital works, a serious backlog developed in the
provision of new facilities in a number of sectors, especially
basic industries, such as railway transport, electric-power
generation, and public utilities generally. To the extent that
their capacity had been under-utilized previously, the new situa-
tion naturally led to a lowering of the capital coefficients in these
sectors.!

(¢) Capital coefficients of individual industries, Although it is
particularly difficult to obtain reliable estimates of capital co-
efficients for individual industries, the figures given in Table IX
below do permit the drawing of broad conclusions,

While ail the coefficients given above show a tendency to de-
cline, it is most noticeable in the case of the South African Rail-
ways and Harbours and Agriculture, both based on the total
capital stock. As regards the former, this was brought about by
the fuller utilization of the existing permanent way and rolling
stock, while in the Jatter case it was due to the relative decline of
inventories (i.e. livestock) in the agricultural field.

It will also be noted that of the three major industrial cate-
gories distinguished in Table IX, Agriculture had the highest
capital-output ratio, followed by Mining and Manufacturing
industry. In view of the declining importance of Agriculture,
and, to a lesser extent, Mining, in the total capital stock, and the

 This is, of course, the reverse of the situation which existed in the pre-Union
period, when indivistble items, such as railway lines, had to be constructed ahead
of the existing demand for their services, thus causing an unavoidable under-
utilization of these resources.

X
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increase in the percentage share of Manufacturing, it may be ex-
pected that the trend towards a lower overall capital-output
ratio will continue.
TABLE IX
Capital Coefficients of Individual Industries
(Arithmetic averages for overlapping decades)

South
African
Agriculture Mining Manufacturing Ra;lql“;[ays

n

Decade Harbours

Total | Fixed | Total | Fixed | Total | Fixed Total
Capital | Capital | Capital | Capital | Capital | Capital | Capital
Stock | Stock | Stock | Stock | Stock | Stock Stock

1919-23 54 23 2-1 20 1-8 12 75
1924-33 63 2-9 1-3 1-8 1-8 1-1 71
1929-38 65 32 1+7 16 18 11 66
1934-43 535 2:9 1-6 1-5 17 1-0 59
193948 4-8 26 1-8 17 It 0-9 54
104443 35 21 2.0 19 16 09 45

(d) The composition of the capital stock. Mention has been
made above of the changes in the Union’s capital structure as a
result of the industrialization process since 1910, Details of the
changes in the percentage distribution, by industry, of the repro-
ducible capital stock are given in Table X. Manufacturing in-
dustry’s share in the total stock exceeded that of mining since
the 1939-48 decade. Although the recent growth of manufac-
turing was more rapid than that of mining, it is nevertheless re-
markable that the gold-mining industry, which is based on
wasting assets, and which acted as a pioneer in the modern de-
velopment of the economy in the last century, continued to
experience steady secular expansion.t

Attention must also be drawn to the substantial percentage

1 Pessimistic forecasts about the future of the industry were dispelled from
time o time by geological surveys which revealed the existence of other arcas
where gold could be mined on a profitable basis, During the twenties the original
mining area on the Central and Western Rand was expanded by the addition of
the goldfields on the ‘Far East Rand’, while ultra-deep mining (i.e. depths more
than 7,500 feet) was resorted to in the older mines, Since the thirties, further new
goldfields have been opened up in three other areas in Transvaal and in the
Orange Free State. As in the pre-Union period, the opening up of new fields
stimulated vast capital investment in ancillary activities, e.g. transportation,
urban development, public utilities, etc, During recent years, the lives of many

gold-mines have also been extended by the exploitation of a valuable by-product
viz, uranium,
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share of the public sector (excluding public corporations) in the
national capital stock. According to the available data, it would
appear that this share remained practically stationary at about
one-third during the period under review. The capital assets of

TABLE X
Percentage Distribution of Reproducible Stock, in 1938 Prices,
by Industries
Resi- South
. . h African
Decade | 287~ | Min- [ Manufac-| dential | Other } Total |pia o o0 | Other [ Total | Grand
culturei ing | turing? .'ﬁuild; Private | Private an dy Public| Public] Totat
ings Harbours

A. Yotal Assets
1909-18 27 13 5 23 68 19 13 32 100
191423 28 12 6 22 68 19 13 32 100
1919-28 20 11 6 22 68 18 14 32 100
1924-33 28 10 7 11 12 68 17 15 32 100
1929-38 26 10 8 12 12 68 16 16 32 100
193443 22 11! 10 12 12 67 15 18 33 100
1939-48 21 10 H 13 12 67 14 19 32 100
1944-553| 19 10 i3 13 iz 67 13 20 33 100

B. Fixed Assets
190918 15 16 5 22 58 25 17 42 100
1914.23 16 16 5 21 58 24 18 42 100
1919-28 17 14 6 20 57 24 19 43 100
1924-33 17 13 6 15 6 57 23 20 43 100
192938 17 12 i 16 6 58 20 22 42 100
193443 15 13 T 16 T 58 19 23 42 100
1939-48 15 12 8 18 1 58 17 25 42 i00
194445 IS 11 11 16 7 60 3] 25 40 100

L Including Public Corporations.

1 It is noteworthy that the percentage share of residential buildings in the Union’s total capital
stack is lower than similar figures for other Western countries, The reasons for this are, among
others, that: (1) for technical reasons, European farm-houses were included under the heading
‘Agricutture’ in this table, and (2) municipal returns, which were the main source on residential
buildings in the present study, cover dwellings of non-Europeans living in the urban areas, but not
those of non-Eurcpeans in rural and tribal areas. Almest three-fourths of the Natives, and a sub-
stantial portion of the Coloured and Asiatic population groups, live in non-urban areas. Unfortun-
ately, however, it was not possible to include an estimate of the value of these rural dwellings in the
present caleulations, as that would have entailed extensive field surveys.

¥ Twelve-year period,

the South African Railways and Harbours Administration (a
government enterprise, as mentioned earlier) used to form the
main component of the public sector’s reproducible capital, but
as a result of the establishment and expansion of other public
projects, it no longer dominates the capital formation of this
sector.

A further breakdown of the capital stock, viz. by type of
assets, is given in Table XTI, Since 1909 the percentage share of
machinery and equipment in the total remained more or less the
same, but that of inventories declined.*

4 One reason for this is the decline in the share of agricultural inventories {i.e.

livestock) in all agricultural assets, viz. from 59 per cent in 1909-18, to 39 per cent
in 1944-53,
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(e} Additions to the capital stock. The data set out in Table
XII show a high ratio of gross domestic capital formation to
gross national expenditure since 1910. The table also illustrates

TABLE XI

Percentage Distribution of Capital Assets in 1938 Prices by
Type of Asset

Buildings Machinery
Decade and and Inventories Total
Structures Equipment
1909-18 . . 57 i7 26 100
191423 . 58 16 26 100
191928 . . 58 15 27 100
1924-33 . . 58 15 27 100
1929-38 . . 60 15 25 100
193443 . 61 16 23 100
193948 . 62 16 22 100
1944551 | . 61 18 21 160
TABLE XII

Consumption, Domestic Capital Formation, and the Balance
on Current Account (in Current Prices)

(Annual averages for decades)

Gross Total Balance .
Decade Con- Domestic | Doimestic on Gr]c))fg cﬁg‘?(a’?al
sumption Capital Expendi- Current Market Prices
Formation ture Account aricet S
A. £ Million
191928 203 46 249 - 7 242
1924-33 228 40 268 -3 265
1929-38 261 57 318 -1 317
1946-55 1,021 364 1,385 —88 1,297
B. Percentage Distribution
1919-28 84 19 103 - 3 160
1924-33 86 15 101 -1 100
1929-38 82 18 100 -0 100
1946-55 79 28 107 -7 100

balance on current account in the Union’s national accounts, Tt

is seen that throughout this period ? domestic expenditure, or

the contribution of the foreign sector, as measured by the
* Twelve-year petiod.

® The figures do not cover the war period 193945, as no estimates of the
balance on current account are available for these years,
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total available supply, exceeded the gross national expenditure,
thus allowing consumers, entrepreneurs, and government
authorities additional latitude for the satisfaction of their cur-
rent requirements over and above the limits imposed by the size
of the nation’s own productive efforts.

The relationship between gross and net capital formation, on
the one hand, and the gross and net national product, on the
other, is shown in Table XIII.

TABLE XIII

Domestic Capital Formation as a Percentage of National Product
Jor Overlapping Decades

Gross Capital Formation Net Capital Formation

as Percentage of Gross as Percentage of Net

National Product National Product
Pecade )

Current 1938 Current 1938

Prices Prices Prices Prices
191928 . . 18-8 187 133 1241
1924-33 | . 151 174 87 10-8
1928-38 . . 18:0 191 119 127
193443 | . 176 151 122 89
193948 . . 197 137 15-2 80
1944-551 . , 266 177 21-9 122

t Twelve-year period.

The percentage share of the Union’s Gross Capital Formation
in the Gross National Product amounted to 16-9 per cent over
the period 1919-55, and 17-7 per cent during the post-war
period (1944-55). It follows, therefore, that during the period
under review the Union offered attractive investment oppor-
tunities, not only for the employment of capital in the exploita-
tion of previously untapped natural resources but also for the
expansion of existing material assets as a result of rapid popula-
tion growth.
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TABLES
TABLE I
Capital Stock at Depreciated Original Cost

{£ million}
Fixed Assets a
= P
o g1 2|88 2l 8 8
E NMEFIEREIIERERE IR AR
5| w |8y 88 5| £ |Sgg 5 & &S]S | 2
I £ |BE |28 | B g (28| B | 2 (3% 8¢ =
& ac | 25 | 8 5 EE| 8 s | 3 = ]
S 1 2|15 |25|488 |68 &85 3|8 |R5| 8 | o
1909 | 41| 47| 13 67 168 82 | 36 | 138 306 149 455
e | 44| so| 14 69 177 83 { & ! 143]| 320( 153 47
1911 46 56 17 TI 190 86 62 148 338 158 496
92| 48| B[ 18 73 197] 88 | 66| 1s4| 38| 70| s2
1913 51 61 18 T5 205 92 &8 160 365 173 538
114 35| s | 19 71 212| 96 | 701 166| 378| 1s3] 33
1915 58 61 20 77 2i6 99 72 171 387 145 532
1916 | S8 62| 23 77 20| 100 | 730 173| 393| 15| 38
ot7| o | 61| 25 % 2367 100 | 74 | 178| aoo| 167| 367
1918 | 61| 64 28 78 232) 100 | 77| 197| 408| 206 61s
1919 | 65| 65 ] 30 8] 2411 103 | g0 | 183| 424 233| 687
1920 | 72| 68| 32 86 258 108 | 8a | 193| 451| 286| 7E2
wa | 7| 10| M 90 271| 14 | g9 | 203| 47| 227| 701
we2| 79| 70| 37| e 32 29| 17 | 93| 210] 489 5| &4
1923 | 82| 7| 38 33 2¢8| 120 | o8 | z18| 306| 200( 706
1924 88 75 38 67 33 301 127 102 229 530 215 T45
1925 934 76| 39| 69| 34| 3 132 | qoz | 240) 331| 21 ™2
1926 97 76 41 4 35 323 138 113 251 574 2227 796
o370 102 76 | 44| 77| 35| 23| 133 | 19 | 262| s| 23| 827
1928 1061 77| 46| s2| 37| 348| 148 | 124 | 272| 20| 241| 36l
1 | 1131 77| 47| 88| 20| 364| 153 | 130 | 283| e47] 243| g0
o30| 115 | 78| 48| 93| 40| 4| 158 | 135 | 293| eé7| 221| =88
1931 | 147 | 7 | 48 | 97 | 40| 381| 160 | 141 | 301| e82] 182 g7
92| 118 | 78| 43| 99| 4Dl 384| 160 | 146 | 306; ev0! 161| 851
1933 | 113 | 8o | 51| 100 | 407 300) le0 | 1s0 | 3100 700f 181: 881
1534 121 | 84| 33| 106 | 42| 406] 162 | 156 | 38| 74| 213] 937
1935 ] 125 ] 92 | & | 113 | 45| 43s] Ied | 165 | 329 2251 a9
19361 128 | 100 | 67 | 120 | s0| 485| 17t | 176 | 347| 812 243 1085
1937 | 133 | 110 | 71 | 128 | 56| 98| 178 | iso | 38| s66| 2691135
wis| 38 | 120 76| 137 | 2] s33| 190 | 206 | 396| 929| 2841213
930 | 142 | i3t ) 88 | 147 | 671 63| 197 | 225 [ 422 oS&s| 2e3|12m
140 | 146 | 130 | 83 | 153 ) 70| 82) 201 | 240 | 44110231 3101333
1941 | 150 | £33 | 85 | 158 { 72| 600| 202 | 252 | 454| 1,054 3431397
1942 | 152 | 133 | 90 | 161 | 74| &io| 205 | 250 | 4de4| 1074 369 1,443
19431 156 ! 130 | 95 | 161 | 74| 616| 207 | 269 | 476 |1L092| 399 1,491
1944 | 162 131 105 167 75 640 | 212 279 491 | 1,131 421 | 1,552
1945 | 160 | 132 ) 119 | 178 | 78| e35| 221 | 292 | s13|nike| 435 | nem
146 | 180 | 136 1 132 1 o2 | 83| 7231 233 | Bz | sdlvam| 5290 180D
1947 | 1%6 145 150 | 215 7987 248 3 5921 1,3501 637 2,027
1948 | 224 | 158 | 181 | 243 | 103 | osoo| 267 | 382 | &48115558] 7072265
1949 | 252 | 176 | 218 | 272 | 120 | 1,039 296 | 422 | 718 1757| 727 2484
1950 3 275 | 204 | 255 297 | 137 | 1,168 316 462 FI81 1,946 179 2,725
1951 | 300 | 237 | 200 | 330 | 158 | 1,333| 331 | s05 | e36iziea| 9713140
1952 | 339 287 353 375 | 190 | 1,544 356 559 915 2,459 | 1,025] 3,484
w1l 370 | 333 | 430 | 420 [ 222 [ 1775 389 | &is | 1,015)2,700) 1,028 | 3818
1954 | 404 | 380 | s02 | 467 | 252 | 2i00s| 434 | 6719 | 1113|3113 1,070 4,188
1555 | 440 | 416 | 556 | 520 | 281 | 21213 | 465 | 748 | 1,213 | 3,426 1,153 [ 4579

¢ Tncluding public corporations,
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TABLE I
Depreciated Capital Stock in 1938 Prices
(£ million)

Fixed Assels a

<

L o 4] u @ o 'c;

o 8 5 |28 = = Bo 7 3]

5 3 I 2 2 |Eae| B R It )
Z | w |8 |EB| A& £ <35\ & | £ |EE| 5| 2
g 1 83 |88 =8| 85| § |S28| & 5% | B

] a 85 | 2= | 8 9 ] ] g <

3 th = =D 8's ] o 388 =] ° 'é"g > ]

- < 2 |22 M@ | O m jaums| O = | =8 ] 8 0
1909 | 53] 60| 17 87 217| jos 63 | 168 | 385| 149 | s34
1910 56 64 19 89 238 17 66 | 173 401 152 553
1911 59 €5 20 92 236 107 69 176 412 | 160 572
91z | 62% 74 | 22 94 232 100 73 | 182 1 434| 167 | w01
1913 | 651 76 | 22 96 239 112 77 | 189 | 448| 161 | soo
1914 69 76 22 98 265 115 79 194 459 | 157 616
|| | 15| 22 98 2661 115 80 | 195 | 461| 147 | 608
9i6| 1| 14| 23 97 265¢ 114 81 | 195 | 460| 146 | go6
7| 7| 73| 24 95 2631 112 80 | 192 | 455| 139 | 504
918 | 71| 71| 24 93 2581 110 81 | 191 | 4s0] 151 | &o1
o | 72| 70| 24 93 259} 109 82 | 191 | 4507 147 | so7
0] 75| 6| 24 93 2617 110 83 | 193 | 454| 163 | §17
1921 77| 6 | 25 94 265 11t 86 | 197 | 462 183 | 645
1922 79| 68| 26 | 66 | 30| 269| 111 88 | 199 | 468| 176 | 644
19231 81| 69| 27| e8| 31| 276| 114 92 | 206 | 482] 184 | 666
19241 85| 724 28 | 71! 32| 288 L7 97 | 214 | 502] 194 | 696
1925 ) o1 | 73| 29| 73 32| 28| 121 | pe2 | 223 | 521 205§ 728
1926 | 55 | 73| 321 771 33| 30| 126 | 107 | 233 | 3543 200 | 752
1922 | 99 | 74| 34 81! 34| 322| 130 | 12 | 242 | 64| 231 | 785
1928 | 1061 75| 37| 861 36| 340 135 | 119 | 254 | 394| 231 | 825
1929 | 113 | 76| 39| 93} 38| 359{ 140 | 124 | 264 | 623| 247 | 870
1930 [ 116 | 77| 40| 98 1 39| 370) 144 | 131 § 275 | 645| 249 | 894
1931 [ 118 | 79 | 40 | 103 | 40| 380} 145 | 139 | 284 | 664 | 236 | so0
1932 119 | 79| 43 | 106 | 41| 3881 146 | 145 § 200 | 60| 222 | %01
1933 [ 121 | 81 | 43 | 109 | 42| 398f 145 | 150 [ 295 | 693| 216 | 909
1934 [ 126 | 86 | 48 | 115 | 44| 419] 147 ¢ 158 § 305 | 24| 233 | 957
1935 | 120 | 96 | 36 | 123 | 49| 453| 150 | 168 { 318 | 771| 249 | 1,020
1936 | 135 | 107 | 64 | 132 | 55| 493 157 | 181 { 338 | 831| 268 | 1099
1837 | 140 | 116 69 | 140 61 526 163 195 1 358 884 | 279 | 1,163
1938 | 143 | 126 | 73 | 148 | 66| 3556| 74 § 212 ! 386 | 942| 288 | 1230
1239 | 147 | 132 | 75 [ 158 | 71| 583 181 i 230 | 411 | 994 | 292 | 1386
1240 | 149 | 133 | 76 [ 162 | 72| 592 181 i 240 § 421 §1,013| 289 | 1302
1948 7 151 | 133 | 76 | 164 | 72| 596{ 181 | 246 | 427 i 1.023| 286 | 1,300
19421 151 | 130 | 77 [ 164 | 71| 93| 179 | 250 | 429 {[,022| 268 | 1,260
1943 { 151 | 127 | 77 | 163 | 70| 388 179 | 254 | 433 {1021 262 | 1283
1944 © 153 | 125 | 81 | 165 | 70| 594| 179 | 258 | 437 | 1,031 | 269 § 1300
19451 156 | 124 | 86 | 168 | 71| 6€05| 181 | 2 445 | 1,050 273 i 1,323
1246 | 161 | 124 | 92 | 176 | 72| 625| 187 | 275 | 462 | 1,087) 323 ; 1410
1947 [ 168 | 126 | 100 | 187 | 76| 657| 192 | 285 | 481 | 1,138 369 | 1.507
1948 | 180 § 131 | 112 | 199 | 80, 702| 195 | 307 | 506 | 208 | 390 | 1.598
1940 [ 191 { 138 | r29 | 211 | 86| 755] 210 | 325 | 535 | 1,290 387 | 1,677
1950 | 199 | 147 | 143 | 223 | 93| 803} 215 | 340 | 555 | 1,358 381 | 1,739
1951 [ 211 | 157 | 155 | 231 | 98| @527 218 | 355 | 573 | 1.425| 405 | 1,830
1952 | 237 | 170 | 168 { 243 | 107 | 905| 222 | 369 | 591 | 1,496 378 | 1.874
1953 | 226 | 184 | 192 { 257 | 117 | 976| 233 | 388 | 621 | 1,597 | 374 | 1,871
1954 | 237 | 199 | 216 | 272 | 127 | 1,051| 243 | 409 | 652 |1,703| 383 | 2)086
1955 | 247 | 209 | 231 ; 289 { 135 | 1,111 | 251 | 431 | 682 | 1,793 | 400 | 2193

1 Including public corporations.
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TABLE III
Depreciated Capital Stock in Current Prices

(£ miilion)
Fixed Assets -
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1910 | 44 | 50 5 69 178| 83 51| 134| 312] 153! 465
B 41| 51l 186 73 87| 84 55| 139 326 158! 484
12| 48] 37, 17 72 194 84 56| 40| 334| 170] S04
3] 53| 6| 18 78 211 51 63| Isé] 365| 173 538
B1al 62| 61 20 87 237| 102 71| 173| 4i0| 153 363
1?15 9| 3] 24 109 2051 127 BO| 2167 SIl: 145| 656
1916 100 | 104 [ 32 137 273 | 161 | 114| 275] e48: 158| 806
1917 | 135 F 139 | 46 179 499 | 213 | 52| 365| 864] 167|103t
1918 | 161 | 161 | 54 211 587| 245 | 1B4| 433[1,020; 2061226
1919 | 145 | 141 { 48 189 5231 220 | 166] 386| 909| 2331142
1920 ] 167 | 153 | 53 207 580 245 | 184 4291,009| 2861 1,273
1921 | 139 | 125 | 43 170 479 | 201 | 155| 356| '835| 2271 1,062
1922 | 101 | 87 | 33| s4 ) 38| 343| §a2 | 132| 254| s97| 185 '7a2
1923 | 56| 81| 32| so{ 37| 326| t3¢ { 1oo| 243| Se0| 200 769
1924 | 931 8L} 31| BO| 36 323| 131 | 109| 240| 3637 215] 778
25| 95| 76| 30| 76| 34] 312) 126 | 107] 233| s45] 221 766
1926 | o6 | 741 3| 8 | 341 3is] 128 | 109] 237| 552 222| 774
127 98| 731 3¢ s0 | 34 316) 129 | 11| 240] 59| 231! 790
928 | 98 | 70| 35| 80 34| 38| 126 | 111| 237 555| 241! 796
1926 | 104 | 70 | 36| 85 35| 330 129 ! 14| 233| 53| 243 816
193] 107 71| 37| et | 38| 3az| 133 | 120| 254| 96| 22| 817
1930 | 102 | 6| 35| S0 35 331| 26 | 121| 247 578] 192| 730
1932 | 55| 63| 34| 85| 33| 30| 117 § 116| 233| 543 161| 704
1933 | o1 | e8| 38| ot | 35| 333l R21 [ 1 247| ssol 1.1l 761
1934 | 107 | 73 ) 41| a8 | 37| 35| 125 | 134| 259| 65] 213| 828
1935 | 110 | s2 | 48 | o4 | 42| 3wa| 128 | 143| 271| 657 225 882
1936 | 116 | ot | s5 | 113 | 47| a22| 134 | 1s5| 29| 71| 243] @s4
1937 | 139 | 134 | €8 ! 138 | e0] 519 181 | 92| 353 s872| 269 1,141
1938 | 143 | 126 | 73 | 148 | 66| 556| 174 | 212] 38| o42| 284 1,226
193 | 147 | 133 | 75 159 | 7¢| s85| 182 | 23| 413] o98| 2093|1291
1940 | 192 | 170 | o7 | 207 | 92| 7s8| 232 | 307 s30(1,207| 310] 1,607
1941 | 230 | 201 | 116 | 250 | 110 907 275 | 375| es0(1.557| 343 (%00
1942 | 256 | 221 | 131 | 279 | 121! 1008 304 | 425 729 (737 2e9| 2106
1943 | 268 | 226 | 137 | 200 | 125|046 | 318 | 4s2| 70| 1816] 39972215
1944 | 272 | 223 | 145 | 295 | 1285|1060 320 | 460| 780 L,840| 4212261
1945 | 273 | 217 | 150 | 204 | 124| 1j058| 317 | 461| 778| 1,836] 435]2271
1946 | 280 | 215 | 160 | 306 | 125|10086| 325 | 477| s02|1,888| 5202417
1947 | 320 | 240 | 191 | 357 | 145|1,253| 366 | 5511 o17[20170| 637 2,807
1948 | 363 | 264 | 226 | 401 | 161 1.415| 401 | 619 |1,020|2435| 707]3,142
1049 | 369 | 288 | 370 | 441 | 180 1,578 439 | 670 1,118} 26b6 | 727 3423
1950 | 441 | 325 | 316 | 489 | 206| 1,777| 476 752 (1,228 {3,005 779 | 3,784
1951 | 555 | 413 | 408 | 60f | 258(2242| 574 | 934!150813750( 971|472t
1952 | 574 | 528 | %2t | 754 | 332|2800| 689 |1.145] 1,834 | 4,643 | 1,025 5,668
1953 | 634 | 517 | 539 | 722 | 32002741 654 | 1,090 1,744 | 4485 | 1.028 | 5,513
1954 | 643 | 539 | 386 | 737 | 344] 28491 659 | 1,109] 1,768 | 4,617 [ 1,070 | 5,687
1955 | 657 | 589 | &51 | 815 | 3813133 708 | 1,215] 1,923 | 5056 | 1,153 | 6,209

1 Including puoblic corporations.
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TABLE V
Gross and Net Capital Formation (Union Total) — by

Sector
(£ million)
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TABLE VI
National Product and Expenditure
(£ million)
NGr_t:»ss . NG(oss X
Gross Gross mtiona Less auony
National Con- Domestic Balance | Expenditure Indirect Expendi-

Product | Sumption Capital on at Market Tax ture at

Yeer | oFactor | Expendi- Fognn- Current Prices Pi Factor
Cost tare o Account | {(2) + () § gupoihio Cost

n + @) ¥ {8y + (6
) @) 3) ) (5) ©) o

1918 176 145 38 4 187 -1 176
1919 214 160 48 20 228 —14 214
1920 219 202 71 -39 235 16 219
1921 189 188 24 — 6 206 -~17 189
1922 192 194 18 -6 206 —14 192
1923 211 182 45 | 226 —15 211
1924 222 194 S0 - & 238 —16 222
1925 232 207 47 ~ 5 24y -17 232
1926 241 224 50 —15 259 —18 241
1927 258 236 48 -6 278 -20 258
1928 270 244 55 — 8 291 -~21 270
1929 264 248 St —~14 285 —21 264
1930 249 242 34 -7 269 —20 249
1931 230 231 0 -3 248 —~18 230
1932 232 232 3 17 252 —20 232
1933 258 217 41 20 278 —20 258
1934 290 250 56 5 311 —-21 290
1935 315 258 m 3 338 ~23 315
1936~ 348 238 92 -8 372 —24 348
1937 373 4 1090 —14 400 -27 373
1938 389 328 95 — & 417 -28 389
1939 420 . 97 . 447 27 420
1940 460 . 83 487 —-27 460
1941 507 .. 81 538 -31 507
1942 554 . 56 589 35 354
1943 600 . 58 636 —~36 600
1944 644 . 83 . 682 —38 644
1943 686 e 105 . 736 —50 686
1946 730 45 208 —65 788 —58 730
1947 803 T62 264 —156 370 —&7 803
1548 886 843 291 178 956 =70 886
1949 478 833 277 —~118 1,042 —64 978
1950 1,153 929 208 -9 1,218 - G5 1,153
1951 1,283 1,010 459 —t15 1,354 ~T1 1,283
1952 1,387 1,143 195 —74 1,465 —78 1,387
1953 1,533 1,260 432 —~70 1,622 —~39 1,533
1954 1,668 1,322 450 —45 1,767 —~39 668
1955 1,778 1,412 527 —51 ,888 —110 1,718
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APPENDIX II

NOTES ON SOURCES OF INFORMATION ABOUT CAPITAL
ACCUMULATION

The notes on the different sources of information are grouped
below under three main headings, viz. (a) Public Authorities, (b)
Public Corporations, and (¢) Private Business Enterprises.

{a) PUBLIC AUTHORITIES
(i) Union Government

South African Railways and Harbours. Data from the Annual Re-
port of the Controller and Auditor-General on the S.A. Railways
Accounts and the Estimates of Expenditure. Figures adjusted to ex-
clude purchases of land and existing assets. For the period 1910-51,
financial-year figures adjusted to calendar years. From 1952 onwards
expenditure on calendar year basis estimated by the South African
Railways and Harbours Administration directly.

Other government enterprises. Included hereunder are the Depari-
ment of Posts, Telegraphs and Telephones, the South African Mint,
the Government Printing Works, the Government Alluvial Diggings,
the Government Garage, the Government Guano Islands, and the
State Saw Mills, Information from the Arnual Report of the Con-
troller and Auditor-General on the Appropriation and Miscellaneous
Accounts (exclusive of Railways and Harbours) and the Finance State-
ments, and directly from the enterprises concerned. Adjusted from
financial to calendar years.

General government. Data from the Awnual Report mentioned
above. Includes capital expenditure from extra-budgetary funds, such
as the South African MNative Trust and other Native Councils and the
National Parks Board, as well as the expenditure on houses built by
the National Housing and Planning Commission for its own account;
excludes expenditure on machinery and equipment and changes in
inventories. Figures adjusted from financial to calendar years.

(ii) Provincial administrations

Information extracted from Awmwual Reports of the various Pro-
vincial Auditors. Includes the expenditure of the National Road
Fund ; excludes changes in inventories and expenditure on machinery
and equipment, but includes expenditure on heavy machinery for
road bailding,
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(iii) Local authorities

Fixed Assets. 1922-53. Based on returns of capital expenditure sub-
mitted by local authorities under Statistics Act, 1914. Excludes ex-
penditure on equiprient by non-irading departments, but includes
expenditure on heavy machinery for road building; includes ex-
penditure on housing financed by the National Housing and Planning
Commission.

Original statistics adjusted (a) by exclusion of purchases of land
and existing assets (adjustment based on accounts of four largest
municipalities); (b) from financial to calendar years.

Allocation between construction and equipment estimated by
reference to accounts of four largest municipalities.

1910-21. Based on trend shown by four largest municipalities only.

Inventories. Comprehensive information available only from 1948.
Estimates for earlier years based on accounts of four largest munici-
palities.

(b) PUBLIC CORPORATIONS

The following organizations are included hereunder: Electricity
Supply Commission, South African Iron and Steel Industrial Cor-
poration, South African Coal, Oil, and Gas Corporation, Phosphate
Development Corporation, Klipfontein Organic Products, South
African Broadcasting Corporation, Rand Water Board, South
African Reserve Bank, Land and Agricultural Bank of South Africa,
Industrial Development Corporation, Fisheries Development Cor-
poration.

Data from Annual Reports published by the various organizations
listed above, supplemented by additional information obtained
directly from the enterprises concerned and adjusted to calendar
years where necessary.

{c) PRIVATE BUSINESS ENTERPRISES

{i) Farming

Fixed Assets. 1949-55, Data from annual Agricultural Census.

191048, Census figures for construction extrapolated back to 1910
by means of a weighted index of: (a) net farm income; (b) value of
construction in tural areas, and (¢) value of fencing material ysed.
Expenditure on machinery and implements (excluding motor
vehicles) estimated from import, export, and local production
figures. Motor vehicles estimated from: (a) the number of new re-
gistrations of passenger cars and commercial vehicles; (b) average
price of each type of vehicle, and (¢) percentage of vehicles belonging
to farmers in 1936/37, 1946/47, and 1949/50. Fifty per cent of cost of
passenger cars allocated to farming operations.
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Livestock, Numbers of various types of livestock on farms from
annual Agricultural Census. Prices for recent years obtained from the
Division of Economics and Markets of the Department of Agri-
culture and extrapolated back to 1910 by means of the various meat-
price indexes,

Other farm inventories ignored. Inventories held by Agricultural
Control Boards included under item (vi}).

All figures adjusted to calendar years.

(ii) Mining

Data from the table on ‘Statistics of Capital’ in the Annual! Report
of the Government Mining Engineer, adjusted to exclude Public Cor-
porations with ancillary mining activities.

Excludes expenditure on mineral rights, options, and/or prospect-
ing agreements over property and general prospecting work and
boreholes.

(iii) Manufacturing

Fixed Assets. Information from Population Census of 1911 and
annual Census of Industrial Establishments since 1915/16. All figures
adjusted from financial to calendar years.

1910-48. As the figures supplied in returns refer to book values,
depreciation allowances were added back so as to obtain gross values,
Seventy per cent of land and buildings taken to represent buildings.

1949-55. Based on actual expenditure on new capital assets.

Inventories, See item (vi),

(iv) Building construction

Estimates based on annual and monthly data collected by the
Bureau of Census and Statistics on the value of building plans passed
and buildings completed in urban areas; figures adjusted to a ‘work
done’ basis in accordance with an estimated construction period for
the various types of buildings.

The Census Bureau’s figures exclude farm and mine buildings. To
exclude industrial and public buildings (which would otherwise be
duplicated, as they are already accounted for in the returns of the
Public Sector and the Manufacturing Censuns) an adjustment was
made for the period 1910-46, based on information for later years.

Includes additions and alterations to existing structures, and a
2 per cent adjustment to take account of architecis’ and other fees.

A breakdown by type of building, i.e. residential and non-resi-
dental, was only possible since 1922,
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(v) Equipment of commercial and service establishments; banks and
other financial institutions and praofessional persons

1947-55. Based on the book value of equipment of commercial and
service establishments in 1947 (from Distribution Census 1946/47),
marked up to include other organizations, and extrapolated to 1955
by means of a sample of public companies. Depreciation at 10 per
cent per annum added to net change in book values.

1910-47. Estimates based on the assumption that the expenditure
of Commercial and Service establishments, etc., on equipment, con-
stitutes 2 fixed percentage of the combined outlay of agricalture,
mining, and manufacturing on fixed assets.

(vi) Manufacturing and commercial inventories

1910-38. In the absence of direct information, total investment in
inventories (excluding farm inventories) taken as 40 per cent of the
year-to-year change in national income over the years 1919-38, with
arbitrary adjustments for the depression years 1930-33. Figures for
1910-18 estimated from import figures and the relationship between
national income and imports during 1918-29 (excluding 1920); no
nationsl-income series is available for the whole period 1910-17,

Manufacturing component of the overall inventory total based on
the relationship between manufacturing inventories and the gross
value of output of manufacturing for 1938-53.

1939-55. Estimates of the calendar year changes since 1952 in both
commercial and manufacturing inventories based on bench-mark
data extracted from the Census of Distribution and Service Establish-
ments, 1946{47 and 1951/52, and the Census of Industrial Establish-
ments, 1948/49 to 1951/52, and sample data compiled by the South
African Reserve Bank on a monthly basis.

Financial year estimates for the years 1938 1o 1951 derived from
(a) the above-mentioned bench-mark figures and (b) sample data
compiled by the Reserve Bank on an annual basis. Financial year
figures adjusted to calendar years on the basis of the half-yearly im-~
port figures.

Includes inventories held by Agricultural Control Boards for their
own account,

(vii) Transfer costs

Includes indirect tax (viz. transfer duty) and $ per cent of the value
of immovable property transferred for conveyancers’ fees and stamp
duties.
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APPENDIX III

SUMMARY TABLE OF NATIONAL WEALTH

(£ million)
Estimate? 2
Current Value Base Price (F938) Value
Type of Asset
Com-= Com-
L‘?ézsrt pa\;ison I.{}‘t::srt pa\;ison
ear ear
1935 1945 1935 1945
[4)) @) 3) @ N
1. Reproducible Assets
1. Structures
(a) Private
(1) Dwellings . . . 629 239 223 136
(2) Qther . . . 1,501 570 532 326
(b) Public?
(1) Dwellings . . . 79 22 30 12
(2) Other civilian . 1,579 56 558 376
(3) Militazy . . . .- .. . e
2. Equipment
{a} Private
(1) Producer durables . 790 208 280 119
{2) Consumer durables ¢ 188 .. 67 ..
b) Public® |
(1) Civilian . . . 479 141 170 81
(2) Military . . . s e .. e
3. Livestock . . . . . 398 213 i26 128
4. Inventories
{a) Private . . . . 693 200 251 131
{b) Public_ . . . . 62 22 23 14
{1} Civilian . . . ‘. e .. ..
(2) Military . . . .. .. . ..
5. Monetary metals . . . . 15 206 43 171
&, Net foreign assets
(a) Private . . . . .. .. ..
{b) Public . . . . s ..
IE. Non-reprodicible Assets
i, Land
{a) Private
(1) Agricultural . . 1,182 498 224 226
(2) Other , . . . 899 288 150 144
(b} Public . . . . 329 2 55 51
2. Subsoil assets
(a) Private . . . . .. .. ..
(b) Public . . B . .. ..

3 All figures refer to net value, i.e, after allowing for accumulated depreciation.

? Assets for which bo estimates are available, are indicated by the sign ..,

3 I.¢. central and Jocal governments and government-owned or controlled corporations and
institutions.

£ Passenger cars only.





