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I nthe previous Labour Bulletin we
mentioned that a number of summits would be
taking place in South Afnca this year Some,
such as the sector summits, emerged out of
deals struck dunng the 1998 Presidential Jobs
Summit Govemnment has called far others such
as the moral regeneration summit and the
growth and investment summit planned for
September 2002

It s rronic that the previous Natianal Party-
led government held both a growth and a
moral regeneration summit Johan Heyns, the
head of the Dutch Refarm Church called for a
moral regeneration summ after the Boipatong
massacre He became worned about the
decline of morals in government after hearing
vanous speakers, at the funerals, talking about
corruption in government Such a summit
might be opportune as this gavernment faces
a number of moral dilemmas - go ahead with
the R56bn arms deal (which remains
shrouded in secrecy and speculation as to
who else was ennched, besides the fall guys
named) or fund anti-retrovirals for pregnant
women and rape vicims

Some might well Guestion whether
govemment ts holding summits because it is
under pressure to show 1t 1s doing something”
The realty is that, for whatever reason,
govemment has recognised that vanous
problems have lo be addressed The call fora
grovth summit was made out of a need to
urgently address the cnsis in the ecanamy This
acknowledgement is a positive step In tself and
1s necessary f alt pastes are to senously seek
solutions What remains 1o be seen 1s whether

this summt wall begin a process of proper social

editor’s notes

dialogue, degenerate into a job summit type
process with littlo results or merely act as a
vehicle to legitimise govemnment policy
The idea of a social accord/compact will be
a non-starter If parties do not have realistic
expectations Al the same time, preconceived
notions about what each party is able to
deliver on will merely undermine whal ss
possibte. The process will require the capacity
of the major economic actors to put on hold
short-term gains for longer-term stability and
grovah This 15 a tough call for all parties, not
only for labour A specral repont focuses on
whether a growth summit can dehver
Other articles focus on the new
Unemployment Insurance Act which comes info
effect from 1 Apnl 2002 and the impact of the
debt spiral amongst the employed Readers
might notice some new additions such as the
rentroduction of ‘com dot com’ due to popular
demand for some irreverence in this country
Reneé Grawitzky
Editor
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redeye

Kneepad naais NAI

iLL AFRICA'BE KNEECAPPED BY NEPAD?

The promatian of Ainca’s new recovery plan —
Nepad —amongst normal citizens does not
appear to be a prionty for its drafter. Perhaps
the constant name changes and rather poor
choice of acronyms has played a role. The
plan was first known as MAP and then the
New Alrica Initiative (NAI) appeared on the
scene. This caused a few raised eyebrows as
NAI In Afnkaans (naai) 1s slang for a sexual act
which led to comments such as: ‘who wants to
naai who?' and 'who does SA want to naai?*
Just when people started getting used to ‘naai-
ing', the plan became known as Nepad' — the
New for Afnca’s D

shareholders and other stakeholders — which
refers to cases where companies are kicking
out those wha can think. This of course
raises the question If you have not been
retrenched, whelher you are dumb — the
decision is yours (if you can make one, if not,
call a consultant).

DTl - THE CORPORATE?

Redeye was very pleased to find out that
telephone ‘connectability’ is one of the
benchmarks that the Department of Trade and
Industry uses to judge its effectiveness in
providing service to customers. Performance

Redoyo was told that luckily Nepad (kneepad)
Is below the belt but is ‘nat what you put on
your knee when you are begging'.

Nepad could face another name change If
journalists are required to replace ‘Africa’ with
‘this continent”. This suggestion emerged
following discussions in the newsroom of one
of South Afnca’s leading business
newspapers, about the negative connotations
of the word ‘Africa’. If this Is Imptemented,
Nepad could be renamed the New Partnarship
for this Continent’s Development (Nepfed!)

For those of you who are still unclear what
Nepad means or is about can either go to thelr
website — www.napad org or see p 88

ARE ORGANISATIONS DUMBING DOWN?

Like the body obsession amongst Hollywood
slars (and former comrades who hang out at
the health and racquet) to ba lean and mean,
50 too do SA's corporates want to change thelr
body types 1o become iean and mean.
However, this does not transate into 'lean,
mean, fighting machlne' if we are to believe
some racent labour law publications that focus
on how companles are ‘dumbing down', This
Is a new term — rather hard to Justily to

and have become part and
parcel of the department’s new identity and
rebranding as ‘DTI - the corporate’. This has
emerged following years of restructuring and
intervention from various types of consultants
(hopetully they do not specialise in dumbing
down oxercises!). Despite this, ane hopes that
corporate South Africa does not follow in DTI's
footsteps, otherwise they would lose polentral
business as we strive to attract Investment
and increase exports. With all this re-
engineering and adopting of a telephone
etiquatte protocel (which can be found on
DTI's website) it seems as if the department is
still unable to answer ils telephones Perhaps
this task is too basic and low down the value-
chain.

SPORT'S BRAS A HIT ON MINES

Redeye praviously reported that women
miners working underground In the Free State
were pravided with sports bras to help them
‘cover up’. Redeye has subsequently learned
that one of these women has fallen pregnant.
Now the company wants to glve her 18
months matemily leave as they are not sure
whether she will be up to the Job.

a
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letter

Tell no lies about Zimbabwe

Dear sir

The pnnt and electronic media, both in South
Alnca and abroad has been consistently
peddiing lies about the pre and post election
process in Zmbabwe Having kstened and
read the local and international news, | also
would have belreved that cde Mugabe
represented cne of the worst despots 1n this
century on the Afncan continent

Had | not been part of the South African
Observer Mission to Zimbabwe, | would stll
peddle lies about Zimbabwe

There has been a marked increase in acts
of violence, murders, kidnapping 1n Zimbabwe
since the 2001 parfiamentary electons Even
though ZANU-PF has been the main culpat,
the MDC and its allied formations, the
Commercial Farmers in pasticular, have played
their part. Ordinary farmwerkers in Zimbabwe
are at the mercy of farm owners At one polling
station outside of Morandera, farmworkers
were transported by their employers to ensure
they voted for the MDC.

Those who have had contact vath
Zimbabwean farmworkers will see that they
have lost their dignity | cannot bul identify vath
this class of workers, who after 22 years of
national liberation viork in conditions of almost
slavery The International Confederation of
Free Trade Unions (ICFTU) should not only
lament about Zimbabwe from their posh
offices 1n Brussels but should send a
detegation to Zimbabwe to see with their own
eyes what most of us expenenced

Nothing but balanced truth must be told about
Zimbabwe. Unfortunately, the powerful media,
whose race and class Interests are being tested,
fals to provide an objective analysis of the
stuabon in Zimbabwe Is it once again, an issue
about Afncans peddied to the unknowing public
about the barbanc nature of Afncans?

The South Afncan Observer Mission in
Zimbabwe was deployed in every province of

the country We investigated allegations coming
trom the MDC and its alled formations
For your information, most of the
allegations about beatings, intimidation of
tarmers, kidnapping of MDC supporters were
lies In one instance, the MDC alleged that the
ZANU-PF youth mifitia had kidnapped a group
of MDC supporters and were held in one of
their traiming camps Following investigation
this was found to be untrue
At an MDC press conference on 11 March
2002, many allegations were made about the
elections, inctuding the fact that in 40° of the
polling stations. MDC polling agents were
chased away We were there and none of our
observers reported this to be the case
We have a nght to be cntical of human
nghts abuses 1n any part of the world, without
fear or favour But, aren’t we undermining the
wtellect of Afncan people and in particutar,
Zimbabwean people, by attempting to define
in our own narrow selfish interest, what s free
and farr for them Had Morgan or any of the
independent candidates won the elections,
would they be regarded as free and fair in the
eyes of the international med:a? | wonder how
you would have crafted your verdict on behalf
of the Zumbabwean people
| cannot subscnbe to the fies in the media
about how barbanc and uncivilised Afncan
people are as opposed to Europeans, who
many want us 10 believe brought civilisation to
Alnica. Neither can | keep quiet when the
media peddle lies about our Afncan comrades,
From an 1declogrcal class perspective, | am an
Afncan and attest thal the elections n
Zimbabwe were legitimate
Silumko Nondwangu
NUMSA general secretary

Letters to the edilor can be sent by
emad to salb@icon co za or by fax to
(011) 403-9873
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com dot com

A case of de-naai-al

Dear Com

Been like every
else, what Is it about HIV/AIDS that
Prestdent Mbek{ can't get right? Surely
the man is intelligent, surely be knows

that bis interprretation is not worth an
old Union flag against the medical
brains of ahmost the entire planet? Surely
be knows that most of those medical
bafftus and bospital staff who disagree
with sl ave ot i the pockets of the
creeps in the phannacentical industry
Mostly they ave bard working public
servants like Iim but are alarmed at the
numbers of patients they see who are
dying?

So we ask ourselves, every single day.
What makes hin click his mouse with
the crackpots?

Dear Com

Been thinking about the President and
HIV/AIDS. There is only one explanation
that makes any sense to nte Com, Is the
President in a state of acute denial? For

some 1eason, be fust refuses to see the
same yeality as millions of other people,
and wishes the prablem away. By
stating, as be docs all the time, that the
tink between IV and AIDS is not
proven, and that viber factors Hie
poverty are to blame, then the probiem
of AIDS no ionger exists!

But what does this mean, (st this fust
an intellectual exercise? Hey Com I wish
#t was! But bow are people going to take

Another series of irreverent
postcards from our intrepid
correspondent... This time
turning an acerbic eye on the
HIV/AIDS fiasco.

the cool campaigns by Love Life and
others sertously if the Head of State says
they bave got { wrong? And what does it
mean for major policies for the future of
the country if the Head of State says
eople are exaggerating the tmpact of
the virns?

His denfal of a looming catastrophe
coutld mean that the whole cconomic
and sacial policy of government will not
take into account what will be needed to
care for the victims of HIV/AIDS and
their dependants. It’s no wonder I can’t
steep at night, I wonder if the President
can?

Dear Com
This denial thing bas really got me. How
can you Just{fy spending on the arms
deal when scrapping 1t conld save
mifiions of Hres? How can you justify the
{op salaries of senivr government
aparatehiks, who tolerate the endemic
corruption and cronyisn that
accompanies such deels and those
assoclated with global privatisation?
The Man Is in serfous denial Cont

6
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Been reading a bit of psychology Do you
Lnow what goes with deniat? L tell you
Btame You blame others for the miess we
are in Blame the drug companies, blame
the CIA, blamie the hberals, blame the
wltraleft counter-revolution.aries in
Cosatn (whatever that seans’) Why not
blame the person in the moon too!

Then 1 ask myself Why are we all
trying to fatbom ont whar 1t is that stops
1he guy from suving, ‘Sorry Coms. got
this wrong ot's work together to sort it
out'? Wigy?

1t bit me hike a bolt of lightenmg! You
can’t make any sense ond of bis position
becanse it is not rational We are all
trving to work {t out rationaily We scad
and reaead the speeches, and the papers
We fisten for clues and nuances e may
Dave mussed Bt if just docsn’t nike
any sense

Listen Conr Thabo is in a jam, and
rather than admut the truth, even in the
Jace of eriticism from Madiba, onr
President pirefers to carry on courting the
crackpots, and denying what is
bappening on the ground, and sadly, the
numbers of people who dre bemng put in
the ground by their bereared loved ones

Makes me want to weep Com Then |
remember that old socialist slogan”
Don't mourn Organise’

Dear Com

Talking about Madiba Isn't this typical
of the man Ie goes into a briefmg
meeting with Thabo and a few otber
guys 1o ‘clarify” the gorernment’s
position on HIV/AIDS Hey! If Madiba
doesn’t understand it, how can the
masses’

After an bour or two the big man
comes out, and says that the real trouble
fs that the tittle man docsn't know how
10 comtmumcate the gorernment’s
message That be will now stay quiet
(ish) an the issue white Ussap and the

backroom boys including Comrade Peter
Mokabe, get their act togetber Sume of
ns groan We need Madiba to speak out
Wha ehe tn the ANC leadership does?

Dear Com

OK Com Fagree, it fuoks a bet ke «
stitch upr to save the face of the ANC But
Com, if there is one thing that separales
Madiba from the others, is that he can
admit mistakes when be gets things
rerong, ke be did on Busb's so-called
antiterrorisi war, Yot can t wrile
Madiba off just yer!

So here is the plan. Maciba is to stay
quict whide Thabo (discreetly) distances
bimself from the views of the crackpots
Thebo then Zuma's off to the
Ci ealth but under
Srom ihe press backs, can’t resist
blabbing on again about the unproven
connection betweeen HIV and AIDS

Back home, the old timer’s glotes
come off Madiba bits back by saying the
Prestdent must bave meany other
pressing concerns on bis plate, and that
the HIV/AIDS tssue should now be left up
10 Baby Jake Zuma That the key issue
now fs to roll ont the drugs and relocate
the ANC on to the side of the people

Meanwhile, the Treatment Action
Campaign (TAC), backed up by Cosatie,
1akes the governniend-to the cleaners for
a second time, and eten loyalists Itke
Sane the Man break ranks and decide to
act ke an elected government that
values its electorate Things are not
looking too good for Thabo

What's interesting fs that the
government doesn’t go to court on the
claims of Thabo's eccentric ¢y ber-buddies,
but on whether the conrts can
constitutionally tell gorernment wbat it
miust try 1o deliver. Seems even the legal
grys representing government know that
Thabo's denfal fixation wauldn't stand up
i carirt, and instead britlt up « case which

Vol 26 tumber 2 « Aprid 2002
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has boles blown right through
the middle of 1t by the hikes of
Sam This denial thing Is a costly
business Com!

Dear Com
Heard that at the recent
Casatu/ANC ten a side, anotber
file was tabled for limited eyes
only, repeating the claims of
the aackpots | bear the Cosatu
coms were polite, but made it
clear thiey were not unpressed
When thousands of members
are dying, and the cemeteries
are filling up with precious
comrades who should be
belping to build a new soclety,
ir's hav et to get excited about a
bundic of tdeas that would be
the laughing stock of the
world’s scientific community, if
they weren't so damn tragic.
Macde me think Com The
ANC's electoral base Is fooking
« bit shaky. Membership bas
sunk, Branches don't meet, and few
unfon comrades give thelr organising
muscle any maore. The ANC might not
lose an election, but if is in danger of
becoming a party without any mass
base Maybe that’s the plan' Stop all
thosce Irritating demands from below for
proper services and fobs Al of a sudden
the I'reedon Charter siarls to look Hke
an ultra-left counterrevolutionary plott 1
need a Panado Com’

Dear Com
Iteard the rumour that when Minister
Manto retires, she is going to foin the
clreus as a trapeze artist Never scen
anyone walk a poliikcal Hghbtrope and do
policy sontersanlts Hke that! Hope the
safety net is int place!

But what (s really bugging those of us
on the ground is this Why are the

Cabinet and the coms in the ANC NEC
staying so stlent in the face of this
shocking catastrophie?

Let e put 1t this way Com, Would
JYou entrust the running of the country to
any second band Cabinet Minister or
ANC NEC member who wasn't prepared
fo make a stand on this issite?

1 bave fust realised sometbing The
thing about denial and carcerism is that
they are very {nfections, and I'm not sure
they are curable. Maybe Thabo could
&ive some thought to that for a change!

Hey Com! Have you noticed? The only
ones in the untons who stde twith the
Prestdents office are those incurably
ambitious few who want a place inside
it, and they don’t bave any credibility
whatsocver. What would we do withont
the trade unlon movement to keep us all
sanc! Viva Cosatu Vieal

8
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news

What's up...in the news

Areport on social secunty, currently before
Cabinet, has proposed a phased-in basic
Income support system targeting initially the
most vulnerable groups in society This
proposal forms part of wide-ranging

made by a of

inquiry set up to fook Into a comprehensive
system for social secunty in South Afnica The
idea 1o phase n a type of basic income
support system would inially target children
under the age of 18 This recommendation Is
inline vath the committees’ objective to first
eradicate destitution and therealter, to look at
redistnbution

The committee of 16, compnsing
representation from various government
departments and a number of independent
experts, reviewed existing grants and benefits
funded by contnbutions Based on this review,
the committee was then requested 1o consider
the practical implementation of vanous eptions
and whether they were viable or not

The investigation has revealed that the
current social securnity system is fragmented,
heawily focused on a voluntary system of
contributions and low levels of social sohidanty
The committee’s recommendations focus on
moving social secunty away from voluntary
means lesting to a mandatory universal
syslem Key recommendations address the
heatth system, retrement benefits, poverty
and unemployment

The thinking s 1o move the health system
more towards a version of a national health
Insurance scheme, which will accommodate
pnvate heallh care as well. Recommendations
on the retirement industry vait deal with
censumer protection Discussion around
poverty and unemployment focused on the
nsing fevels of unemployment; declining

incomes and the increase in the number of low
quality jobs It was also noted that the social
policy usefulness of the concept of a job was
misleading as there were many in so-cafled
employment but stilt living In poverty Policy
recommendations would also have to take
account of a group of unemployed — older and
less skilled workers — who were unlikely ever
10 find employment as opposed ta younger
more educated workers (see p 19)

Delegates at Fedusa's second national
congress being held next month are expected
10 debate the future of a social secunity system
in South Afnca

Fedusa general secretary Chez Milani says
his federation with a membership of 530 000
does not support a universal ncome grant as
proposed by Cosatu He says the way it 1s
currently being proposed is not practical but
requires further investigation The congress,
he says, will deliberate on a national socal
secunty scheme This s cntical as the country
faces nsing poverty and unemployment

In ine vath the congress theme of
‘maximise employment-minimise poverty’,
delegates are also expected to debate on
i1ssues around restructunng, job creation and
poverty relief Mitani says formulating positions
on these 1ssues IS necessary 1n the build-up to
the planned growth summit Milani adds that
the summit should explore viable options for
raising the tevel of investment in the country 1t
18 increasingly being acknowledged that the
undertying failure to attract foreign direct
investment is because ‘local 1s not doing so'.
Milani says if there 1s no domestic investment
“why should foreigners invest'.

He befieves the Millennium Labour Council
(MLC) could play a constructive role in the
burd-up to the growth summit *It could be a
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good cleanng house for ideas for the
summit,' he says Labour has benefited
from the MLC especially in relation to the
negotiations on amendments to labour
laws However, al the same time this
process had sidetracked the MLC The
MLC. he adds, shauld be linked into
gavemnment possibly through President
Thabo Mbeki's four working groups, as
well as with Nedlac. This is to ensure
there are not a whole lot of loose
structures duplicating discussions,’ he
says.

The Fedusa congress will be held
from 21 to 22 May 2002.

PPOINTS NEW HEAD

Edwin Molahlehy, the current mayor of
the West Rand distnct, has been
appointed to take over trom Thand
QOrelyn as the new director of the

C for C

and Arbitration (CCMA).

Molahlehi is confident that his many
years of expenence in conflict resotution
‘will assist him in managing the complex
dynamics at play within the CCMA. The
government-funded body aimed at resolving
disputes has in recent imes had to deal with
its own bitter internal disputes. These have
brought to the fore claims of racism,
mismanagement, sexual harassment and
intirmidation Malahlehi is ully aware of the
challenges he faces. He says, 'when | came in
as mayor on the Wast Rand, the pelitics and
dynamics were termble A lot has changed
since then '

He beheves his experience on the West
Rand has given him the apportunity of not anly
getting hands-on management expenence but
at the same time managing a situation fraught
with problems and inter-personal conflicts
Prlor to being elected as mayor for he West
Rand district, Molahlehl chalred the pubhc
service co-coordinating bargaining council, the
Employment Conditions Commission as wall
as tho Secunty Officers Board These
positions woere not without their challenges
and competing interests.

As an Institution devoled to resolving

New CCMA head, Edwin Molahlehi

conflict, the CCMA, he says, had to grapple
with the high standards set in terms of labour
legislation. He hopes to ensure the CCMA
lives up to the intentions of the Labour
Relations Act. He is conscious of the need to
buid relavons between the CCMA's

and the staff i
Molahtehi believes that despite the problems
that have hampered the CCMA, ‘there has
always been the commitment of the staff’ to
Ppublic service. This 1s an essential part of
Molahlehi who has himself served for many
years in the public service.

WHERE TO FOR ALEXKOR?

Alexkor, the state-owned diamond mine In the
Northern Cape, which has been hampered by
an uncenain future could receive a new lease
on ife when Cablnet endorses a praposal to
sell a portion of the mine off to an equity
pariner

Qver the years the mine has suftered from
mismanagement, a high turnover of
managoment staff, labour Instability, a lack of
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resources to continue explotation and hugh
levels of theft and carruption When
ns

However, Cabinet has agreed to increase this
equity stake ta 50% plus one Pending

programme in December 1995, Alexkor was
one of the state-owned enterprises earmarked
for pnvatisation Following discussions with
vanous stakeholders it was agreed that a
company would come in and manage the mine
prior 1o 11 being sold off

In 2000 government awarded Nabera the
contract to manage the mine However, NUM
has indicated that dunng the duration ot their
contract, relations between mine management
and labour reached an all-ime low Itis
unclear whether Nabera injected much
needed capital for exploration into the mine or
whether government facilitated the capital
outlay

The umion has indicated that Nabera mmned
the "white dunes’ where diamonds were hughly
concentrated Government and Nabera are
currently involved in delicate discussions, as
per the contract, to determine whether the
company added any value to the mine It
fellowing an investigation it1s found that
Nabera has added value, ff at all, then they wall
have 1o be compensated

After the contract with Nabera expired,
Mintek was brought in to manage the mine for
an intenm period Relations between the union
and Mintek have been fraught with tension
aher management toak a decision to retrench
280 workers Discussions are currently
undenway to resolve this matter

A number of workers were also retrenched
dunng Nabera's contract Some of these
wiorkers were granted shallow water
concessions by Nabera However, nis
understood that many of these concessions
2are effectively now in the hands of some of the
many cnme syndicates operating i the area
It1s beleved that there are up to 60 cnme
syndicates operating In the Alexkor area and
these cou'd become the subject of

* investigation by government agencies.

Public enterpnse spokesperson Andile
Nkublu says advisers had recently been
appainted to assist govemment in the
restructunng of the mine in the intenm it has
been agreed that an equity stake of 25%
would be sold off to a strategic equity parnner.

of this, the board had been
instructed to sort out the secunty problems
Nkuhlu says the board has been tasked with
the responsibiity of drafting a strategy to
protect mine deposits

Government and labour have emerged from
the lengthy negotiations on the restructunng of
Spoornet clarming the process could serve as
a model for future engagement

Following the privatisation strike last year
questions were raised as to whether labour
would oppose all forms of state asset

and whelher was

possible

Labour has hailed the Spooret deal as an
example of where engagement and deal
making 1s passible

Much has already been wniten about the
deal struck between labour and the
Department of Water Atfairs and Forestry on
an agreement to restructure and sefl off targe.
portions of the state’s forests This agreement
provides a good exampie of what can be
achieved through canstructive engagement,
Lael Bethlehem, chief director of forestry in the
depantment says

Bethlehem says the depariment took its
relationship with labour senously As a resull,
a lot of time and effort was spent to ensure a
deal It was not easy for unions and workers 1o
agree 10 restruclunng. but they did so to make
the forests viable in the long run The turning
point was, hawever, an acknowledgement
by labour that gavernment should not be n
the business of selling timber, which
represents a real commercial actvity
However, if either party had adopted an
ideclogical position, agreement woutd have
been impossible.

Initally this appeared to be the route
parties in the Spoornet restructuning process
were going to follow Labour opposed
government's wnitial restructuring plan, which
included the concessiomng off of certain
profitable lines Sources close 1o the process
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now argue that in hindsight government
should have consulted all stakeholders
including labour, the users of Spoomet and
other interested parttes o get & consensus
view on the way forward. This cauld have
meant that labaur would have been able to
influence the direction of policy prior to it being
approved by Cabinet. It is now being
acknowledged that a catical starting point for
any restructuring plan is public debate on the
process and why the sector or organisation
needs to be refarmed ar restructured.

Labour has, however, put a large part of the
blame on the consultants used by government
1o dnve this process Labour has argued that
goverament cannot just bring in consultants
and think therr proposals are final Labour
believes government needs 1o learn from this
process by seriously reviewing the type of
consultants 1 bnngs Into the processes.
Labour has argued that government used
transport i and this had a
elfect on the process

Some wauld, however, argue that this is a
simplistic assessment of the situatian as
consultants are employed to carry out
gavarnment's mandate The real Issue Is
around balancing all stakeholder interests in a
restructuring process There shauld have
been more active angagement prior to a final
government posiian being adopted by
Cabinet Public enterprise spokesperson
Andile Nkuhlu says there were transport
specialists amongst the group of consultants
appolnted to advise government Aslde from
this 1ssue, ‘the key lessons all parties can
tearn s that there can be room for
government and labour to find each other,"
Nkuhlu says.

The process was able to delhver a comman
wislon with labour making a very posillve
contnbution while government listenad, he
says.

Labaur belisves the consultants were
Instructed to develop a proposal, which fitted
n with goverament's idea to privatise at all
costs, daspite the broader costs to socioty.
The resull was the drafting of a proposal,
which labour argues, it implemented, would
have been in direct conflict with government's
transport policy, which is to shift frelght from

road to rail. Obsarvers have, however,
questioned whether this is happening in
practice because of existing inefficiencies in
ran

The agreement struck differs from the
proposals inttrafly approved by Cabinet in
December 1999. One of labaur's advisers,
Karl von Holdt, says the agreement reached
was not the resuit of tradiftonal collective
bargaining where both sides made trade offs.
That s the approach government wanted to
adopt when parties eventually got down 1o
talking, he says. However, as the process
unfolded it became clear that government’s
proposal had no financial, business or
developmental rationale

Nkuhlu says eventually pariies sought a
collaborative solution, which took inte account
broader development issues as well as the
future viability of the operation. The
agreernent, he says, represented a delicate
balance belween commercial ratonale and
developmental and other issues. “The slatus
quo will not remain in place. Instead, there 1s
an effective lurnaround strategy for Spoarnet.
The agreement represented a South African
solution crafted by South Africans, Nkuhlu
says

Cosatu general secretary Zwelinzima Vavi
says ‘we support the process of restructuring
that s linked to specific policias and where it
fits in with a broader industrial pollcy You
cannot restructure withaut knowing what you
want to do with the entity.” The restructunng of
Spoormnet had to be linked ta the need to build
a viable public transport system, which in turn
had to complement an industrial strategy to
make the economy work,

Vavl believes this process has shown that
mass coupled with
can work

‘There can be no subslitute for genuine
engagement,’ he says. The jury is siill out as
1o whether this compromise deal will beneglit
broadar soclety In lhe medium to long term. it
is all very well far the profitable lines to
subsidise the low denslty or unprofitable lines
—but Ifthe trend by companles to continue to
shift freight from rail to road continues
Spoornet could be forced to review its
operation.
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special report

Can a growth
summit deliver?

resident Thabo Mbeka s call for a
Pgromh and investment summit later

this year has been met with mixed
reactions both in and outside government
The expenence of the Presidential Jobs
Summit in 1998 has left many rather
sceptical of yet another sumaut and what
it can achieve 'No onc has a comfoctable
feeling about the jobs summit’and *ff the
growth summit repheates the jobs summmit
it1s a road to nowhere, observers say

Since the jobs summit Iittle has been
communicated to the public about the
outcomes of the post-sumnut process,
whule the monitoring committee has not
met since October 2001.These factors,
<oupled with a view from government
that jt ulimately became responsible for
implementation of all agreements reached,
have lead to a belief that little was gained
A source close to the jobs summit process
says-'It evolved into protracted
negotations on detail and trade offs that
constituted an event with no follow
through and delivery’

The idea of a growth and inyestment
summit was raised in December 2001
duning discussions within the joint
presidential working groups of organised
labour, black business, white business and

* agriculture.The parties agreed to work
towards an investment summit, which
would focus on promoting economic
growth and investment.

Aside from the presidential workung
groups the Millennium Labour Council

(MLC),a biparuie structure set up by a
group of leachng businesspeople and
labour leaders, had also resumed
discussions on how to deal with the
challenges facing the South African
cconomy. When the MLC was set up in
2000, 1t committed tself to develop a
shared viston on growth, imvestment and
job creavon Since the negotianons around
amendments 1o the labour laws, elements
in government have been rather sceptical
of the MLC process The Labour Bulletrn
looks at the MLC and assesses its future
role (see p 17)

The idea of a growth and investment
sumnut became a reality duning Mbeks's
opening address in Parliament in February
2002 In his speech Mbeka linked such a
summit to the idea of negotiating a social
accord or compact ‘This will mean, among
other things, achieving congruence in
expectations and certainty in such matiers
as wnflation, wage and salary demands,
rates of inv estments, positioning of the
country mn the global arena, our role in
Nepad, job creation and poverty
atlevation”

Now that the dust has settled all parties
are beginning to examine what this will
mean-how such a process will unfold,
‘what are the objectives of such a process,
who will drive 1t and what are the ultimate
deliverables

Prehiminasy discussions have taken
place within the National Economic
Development and Labour Council
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(Nedlac), the alliance structures and
withun some government depactments.
Thesc discussions were aimed at secking
clarity as to what such a process hopes to
achieve and whether 1t was possible for
the parties to enter into some form of
social accord/compact Despite opposition
from the Department of Finance and other
ministries and within the ANC, it appears
the summit will stil go ahead. There is
no clanty at this stage, as to whether this
summit will set the scene for a longer
process leading to an accord/compact,
There is a sense within government that
labour and to a lesser degree business sill
be unable to deliver on a social accord

Cosatu discussed thus issue brefly
during 1ty executive committce meeting in
February 2002.The federttion indicated
that st was prepared to engage. However, it

unclear what gos would

bring to the table and whether discussions
would focus on ¢conomic policy
questions or not.Any broad agreement or
proposed sacial accord would have 1o be
measured against the need 10 address the
crisis of poverty, unemployment and
inequality, Cosatu saud

[t is understood that the director-
geneeals from the departments of tode
and industry, labour, treasury and
presidency are supposed to deft the
terms of reference for the process,

Who will drive the process?
The qury is stilt out as to who will drive
the process direetly. Nedlac - as the
institution set up to engage In social
dialogue on socioeconomic issues - would
he to drive the process However, it
appeaes that government wants (o take
the lead and ensure it s in control of the
process as ultimately, it believes it will
have 1o implement agreements reached A
Bovernment source says:“The Presudential
Jobs Summut taught goveroment that
nedther business nor laibour has the

capacity to deliver on a set of agreements
and it was ultimately left to government to
deliver! The question remains whether
government itself has sufficient capacity
to deliver. Producing a policy document is
different from being able to implement it.

‘Government has the right to take the
lead. What remains unclear is how
goveeament svishes to drive the process
and whether a space will be created for
proper dialogue and engagement.There is
concern that government will use the
opportunity to legitimise its own policies
by tabling them to get buy-in and support
without considering a broader range of
issues It s understood that those
departments who do not want to open
engagement on broad policy questions are
supporting this approach.

‘This approach might not go down too
well with those within business and
labour who might see the proposed
growth summit as an opportunity to forge
a closer understanding on what
interventions are needed to ensure
growth.The members of the MLC might
be visualising a very different process of
consensus secking and the development
of a shared vision as they continue to
explore the expenences of Ireland and
Holland One of the key drivers behind the
MLG, Leslie Boyd, says the parties in
Holland and Ircland acknowledged that
there was a crisis of high unemployment
and poor cconomic growth, Out of this
emerged a process of soclal dialogue,
which led to a consensus agreement. This
led to high levels of growth and Job
creation in the medim to long term.,

History of social accords in SA
The call for a growth summit or a social
compact Is not new to South Africa.A
growth summit was held during the
previous regime white a call for a sacial
accord/compact was made in the mid-
19804
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The idea of a tradiional type of
mncomes accord has evolved over the
years

An analy sis of international models of
social compacts has revealed that a
number w med at controlling
wnflaton as m the case of laty and Menico
Under these circumstances the trade offs
were rather predictable and related to
prices, wages and exchange controls

The 1y pe of trade offs or seres of
agreements, which can be found in a
number of examples around the world,
include the following wa

cre

< moderation,
INCreasIng trAning opportunItics, a
restructunng of the tax scales 1o case the
burden on low and middle-income:

carners, Increases m the social wa
through rasing social security benefits for
fowncome eacners, ncreasing
gosernment expenditure on essential
senvices and social infrastructur
government to subsidine retraming
programmes. supporting SMMEs and
mflauon targeting

During therr lifespan most of the socal

towards

growth in thesr respectine countries But
the results were very much dependent on
the differing realities they faced Most of
these agreements spanned the penod
from the 19808 to the mig 19905 The
global realites are vastly different now 1o
five years ago Therefore, South Africa
cannot just pick a model and adopt it.
South Afnica needs 1o develop its own
solutions, as some of the trade of s agreed
10 1n other countnes might not be feasible
here. For example.a call for wage
moderation might be appropnate ina
deseloped economy with a strong socnal
“weurty netwark. ta 2 country Ihe South
Africa this might not be appropriate
where unemployed houscholds rely
heavily on remittances from fanuly
members This issue 15 explored in more
depth in the labour force sunvey released

by Fafo last month (sce p 39)

The advent of e bipastite MIL.Cin
2000 has shufted the focus increasingly
towards the merits of the Irishand Dutch
models However, it 1s questionable to
what extent government behieyes this
approach can work 1n South Africa,
beanng 1n mind that Ireland's economic
growth from the mid-1980s was not only a
result of 2 s0c1al compact but the nflus of
huge amouns of forcign direet

mestment

Issues to be debated

If government plans to move ahead with
the growth summut, there needs to be
clarity from the outset as to its objectines
10 addition, 4 source says “People need to
sce that this will mosve the country
forward ' Ulumatedy, of the sumnnt s
concerned about growth then it will hue
to focus on issues such as ivestment,
porerty and unemploy ment

As mentioned above, the donmnant
thinking 1 not to focus on a broad pohicy
debate The department of trade and
ndustry sces the summt as an
opportunity 10 table its revised ndustral
strategy document It s understood the
document 15 in its final drafung stages and
tikes into conssderation some of the work
done by the ANC's Economic
Transformanen Comauniee (ITC) As
menauonced in the presious Labour
Bultetin, the ETC has been dexcloping
W hat has been dubbed a'new economic
growth path for the last 18 months

Howeverf the summuit s to address
15sues around poverty, government is
£oing to have to constder a review of the
casung socal secunity net. A
comprehiensi e ceport 1s currenths before
Cabinet. One of the ssues central to this
debate 1s Cosatu's call for a universal
mmcome grant UCT economist Haroon
Bhorat looks at whether such an
ntenenton will significantly reduce
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poverty (see p 19) while Cosatu responds
to this. (see p 25)

All too often government or busincss
questions whether labour has the capacity
to engage or whether it can deliver on
agreements reached Recent developments

bt

at whether business is committed to skills
development. (see p 37)

of ing concern for busi is
social stabdity. It is within this area that
labour believes it can cooperite with
business and pacticipate in joint

within i

raise some critical questions about its
ability to engage and dcliver on issues of
national interest, Reneé Grawitzky talks to
various business organisations about the
state of business. (sce p 29)

Once business is able to engage, swhat
then 1s it able to practically deliver on?
Therc are strong indicauons that
government wants some form of

ta fight crime, the spread of
HIV/AIDS and other similar
sociocconomic issues. For some time
labour has been talking about some form
of agreement around productivity. This is
an area in which all parties are concerned.
However, more importantly is stability
within the labour market. A critical
question, of course, is whether labour will
be required to endorse a number of

around

Government has finally realised that
foreign direct investment would not flow
1nto the country in the absence of locad
investor confidence and investment,
Economist Stephen Gelb assesses the role
of domestic investment 1n South Africa
(see p31)

Gelb says it would be extremely difficult
to get business to commit to increasing

‘Even if

business organsations were to agree, how
could they ensure their members comply?'
Based on his research, Gelb says, business is

& policies such as privatisation.

Conclusion

One of the key challenges for growth s to
get all partics to take a longer term view
on their returns, including labour.

Finally, :f the growth summit takes
place, it will require on the one hand,
enough national momentum and
agreement around policies being adopted
and on the other hand a strong
government who will lead, This requires
government to lead but to create the
space for a minimum level of national

concerned about poverty and n
so much as how it could Impact on changes
in government poficy.

Business needs certainty. However, even
within that, it will prove difficult to
compel companies 10 invest given the
political balance of forces, he says.
Ultimately, Gelb says, it is far casier to
control labour than It is business.

A critseal area that business can
contribute towards is the Increase in the
number of learncrships svhich has a direct
impact on caistng skills levels and
employment. Business has been granted a
range of incentives and tax breaks to
follow this route as proposed in the Skills
D Act.Reneé G y looks

seeking. ‘“The single biggest
problem that destroyed Gear was
government's refusal to discuss it with the
unions, Gelb says. Herein lies the key
challenge for the success of the growth
summit, Despite a relatively new
environment of social dialogue in South
Africa, the parties in Ireland did not have
to contend with vast differences in
thinking. It is far easier for a socicty to
achieve common direction when
differences are not so wide. If government
is serious about thls process and the desire
to put the country on a real growth path,
now might be our last chance to achieve
national coherence on policy - or is this
Just a naive wish?
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Did the MLC go
beyond itself?

overnment was encouraged by
G—lhc estabhshment of the MLC,

svhich brought together a group
of leading labour and business leaders ata
time when people were geting over ‘Gear
fever'and debates around whether the
labour marhet was flexible or not was
dying down

Leshe Boyd says the bipartite structure
Was an attempt by business and labour 10
debate the issues that have the most
impact on job ereauon or the lack thercol
and try and reach a common
understanding or ‘shared analy ss> of the
problem and come up with solutions’.

All seemed to be going well until
government tabled its proposed
amendments to existing labour laws Sacob
head Kevin Wakeford says ths created
some form of ‘'speed waobble' within the
MLC The structure was not cut out to
make deals and get involsed 1n detailed
negotiations on the sort it eventually
found itself in Boyd concurs and says the
MLC was about getting consensus on the
broad thrust of issues It was supposed to
be an 1dea-generating body not a deal-
making structure. However, business
landed up being pushed mto looking at
the amendments A business source says
‘ihere was and sull remains a feclng
wathin business that representatnes were
outmanocuvred by labour. Labour was
represented by therr leadership and by
their most shilled negotiators who had a
proper know ledge of the laws ' Labour

President Thabo Mbeki
attended the launch of the
Millennium Labour Council
(MLC) in July 2000 and was
encouraged by the initiative.
Nearly twwo years down the line
elements in government (and
business) are concerned about
its role.What went wrong?

could do thus easity, as the same team
consistently represented it The business
people on the MLC are wath few
exceptions not the same as the business
representatnes in the Navonal Economic
Development and Labour Council
(Nedlac)

Similar feelings have been expressed
informally by one or two m

ers They
are not too happy with the outcome of
the MIC process around the amendments
A business source says the MLC process
allowed labour three brtes at the cherryin
the MLC labour first got as many
concessions from husiness as possible,
especially on those 1ssues where it might
not be able to get government support
Then labour engaged government in
Nedlac for more concessions, even if this
was in the face of business opposition
Tinally, labour sits on all the ANC caucuses
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in parlament, allowing
Jabour undue influeace in
what should be a democratic
process.

Boyd believes the
amendment process was not
a fair test of the potental of
the MLC.

“To be judged on the
amendments would be
wnappropriate! However,
there is a lesson to be learnt,
he says.'In a sense this is
about leadership and about
tahing members along even
in the case of having to make
unpopular decisions.”

Clements in business who
became critical of the MLC
have indicated that «f
representatives had stuck to
thair original objective, the
body could have and could
still pl: valuable role.
There are however,a number
of issues, which need 1o be

Leslie Boyd, one of the founding members of the MLC.

Thesc inciude:

solving the current
davisions within busincss (see p 29) so
that 2 proper structure can appoint MLC
representatives and a clarification of the
role of the MLC in relaton 1o official
labour and business structures. The
Netherlands bitateml body, which served
as a role model for the MLC (The Labour
Foundation), has representativ
appointed by the relevant union and
employer federations only

Where to now for the MLC?
Boyd says there stilt seems to be
conaensus that the pracess should be
developed. The parties met receatly in
CapeTown (o review the situatlon and to
agree on which issues need to be tackled
as well as how to deal wath issues
differently 1o the amendment process,

It is understood that the type of ssues

belng adds 11n di i
mclude HIV/AIDS, skills development and
issues around investment. A source close
to the process says that Mbeki's
announcement about the growth summit
came at an opportune time for the MLC. It
creates the possibi of constructive
cngagement and gives bilateral social
dialogue a sensce of purpose.’ He says
labour and business need to take up the
challenge.Although both parties realise
that Nediac should be the forum for |
negotiations,'Nedlze can be supported in
critical ways!The MLC could play an
important role together with the
prosidential working groups. These
structures could contribute towards
geaerting and clarlfying issues so tha
when the parties move into the growth
summit process they go dn on an informed
busis “There is no prospecet of:
such as the MLC doing the des
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Is a universal income
grant the answer?

ne of the hey challenges facing
government is to develop a
consistent and coherent strategy

o sigmificantly reduce poverty levels
These chatlenges have proven all the more
acute given that high incidence of poverty
overlap with high levels of unemployment.
The economy has not been functioning
cffectvely as a creator of jobs Therefore,
government cannot rehy on the growth
process alone to reduce national poverty
Ievelds This has led to the growing
mmportance of the state as a provider, in
<ome form, to alleviate the potential
consequences of poverty At the centre of
such an mtenvention lies the social
sccunty system It has therefore, been
argued that social transfers from the state
to the people, must be viewed as a key
ingredient in any nauonal poverty

alley aation strategy

Provision for social security
Opcratng under the ambat of the Growth,
Employment and Redistribution strategy
(Gean), one of government’s objectives
was to reduce the fiscal deficit This
approach has influenced expenditure
outlays made 1n recent years What this
means is that any thinking around further
provisions for poverty alleviation or job
creation, has 1o begin by the realisation
that goyernment, through the National
Treasury, views fiscal restraint as vial to
2ny of its annual expenditure outlays for
the LOVe

Cosatu, civil society and a
variety of church groups have
been mobilising for a universal
income grant. Haroon Bhorat
looks at whether such an
intervention will significantly
reduce or impact on porert).

Keepmg this i nund, 1t 1s useful o
examine current and projected state
evpenditure on socill services provision,
as indicatsve of the state’s general
provisions for immediate or long-run
intenentions designed to reduce poyerty
or engender employment Table 1 on p 20
Mlustrates these expenditure values for the
different categonies of social services It is
evident, firstly, that expenditure on social
services currently captures about -i8% of
government's total expenditure Future
estimates make it clear that this share of
socal services will remain constant at this
lIevel for the next three financial years

Within this high share of socal service
eapenditure, the overwhelming
proportion is allocated to education
Education accounts for close to half of
total social service spending As a
percentage of both gross domestic
product (GDP) and total fiscal
eapenditure, South Africa remains one of
the highest spenders on education n the
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world Within the soctal services budget,
this is followed by social security and
welfare, which captures about 13% of total
fiscal outlays in 2000.While social welfare
is an important component of overall
social spending, 1t remains well below the
expenditure on education. What is

i is that,
previous budget years, where health
expendinure was greater than welfare
spending, government has reallocated
funds away from health toward the social
security and welfare vote.

with

State grant schemes

Within the social welfare budget there are
a series of different allocations made by
the Di of Social D to
various forms of social assistance. Of the
nine transfers made, the old age pension is
far and away the largest. This transfer
reaches close to 2 million individuals as
well as accounting for 63% of the
department’s total transfer expenditure.
‘The value of the grant however, is not the
highest, which at R549 per month per
pensioner, is below that of the war
veteran's pension and the disability

grant,

The second most important transfer
scheme s the disability grant. This grant
reaches about 630 000 individuals, and
accounts for about 26% of the

c| ent’s transfer Ji Hence,
close 10 90% of the transfer expendhiture in
South Africa is accounted for by two

Table 1: Expenditure by Budget item, as
% of total government expenditure

schemes - the old age pension and the
disability grant. While we have a well-
developed and extensive scheme for two
of the target groups in the society, for a
significant number of indigent and needy
communities the scheme is not adequate,
A positive development, however, has
been the increased importance of the
maintenance grant and the child support
grant.The latter, however, is set at an
extremely low level.

Transfers for poverty reduction
While are to indi
- for example the aged or disabled - the
ultimate impact of the grant must be
understood at the household level. These
income grants are important as a social
safety for households, rather than
indwiduals, living in poverty.As such then,
these schemes are implicitly part of the
socicty's houschold social safety net. This
Is made clear when one looks for example,
at the role of the old age pension in
supporting the unemployed, through the
access this grant provides to the jobless,
within the houschold

‘When looking at non-employment
income in rclation to the unemployed in a
household - 63,4% of the unemployed live
in homes shere there 15 no individual
recipient of an income transfer. This
implies that 36,6% of the unemployed
have access to at least one recipient of an
income transfer. In rural areas, 1% of the

unemployed arc in homes with at least
one income transfer
recipilent. It is clear that
in rural areas the

Budget llem 2001/2 [2002/3 | 20034 |2004/5 |  dependence oa transfer
Education 2037 | 1873 | 1878 | 1oa | Ineomeisgreater A
Health 166 | 11,35 | 11,51 | 11,66 | Slenificant propartion
Soclal secunty & wellare | 12,53 | 13.48 | 1340 | 13,42 | Of the unemployed live
Hausing 2,44 2,59 265 | 268 | Inhomeswithno

Other soclal services 0.63 063 | 067 | 058 | Income transfer

Totat social services 47,64 47,78 47,72 | 47,48 recipient. However, it Is
Interest burden 17,47 15,67 15,29 14,98 T ta note that
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the social safety net, as represented by old
age pensions and disability grants, does
perform a welfare function for some of the
unemployed In this sense there is an
indirect welfare effect in the sociaf safety
net. Income transfers are not only

Pr their direct but also
the unemployed dependants of the
fecipient.

A number of the unemployed are
benefiting from the existent social safery
net. However, we need to determine
whether this, in itself, is poverty alleviating
and enhances hving standards The results
show that for these houscholds with
unemployed individuals in them, the
transfer 1s not sufficient to place them
above the poverty line For example,
among the African unemployed with
access to old age p i or

would cost the state to ¢radicate
houschold poverty in the society
Rescarch based on the 1995 October
Houschold Survey, found that given a total
number of dwellings i the society is
about 9,5 million, of whtch about 3 million
are poor houscholds, the minimum
financial commutment necessary to
eradicate poverty at the household level is
approximately R12,9bn per annum
1995 prices The state’s total expenditure
in 1995, at current prices was about
R154,9bn,and thus the cost of eradicating
houschold poverty in the society
constitutes 8,29% of this expenditure.

While Afican houscholds form about
70" of the total houschold population,
they constitute 95% of poor homes in the
society As a result, R12,1bn of the total

i will be to African

grants, 80% live belqw the poverty hine
The regional dimension is 1elling’ amongst
the rural unemployed, with access to twao
or more grants, 84% L ¢ below the poserty
Line. Hence, while some of the
unemployed have access to income
transfers of a fellow houschold member,
this is not sufficient 10 raise the
unemployed above the poverty line

Ultimately, transfers provided by the
state are assisting not only the direct

but other d

It1s cvident that these transfers on their
own ase wholly insufficient toact as a
Signil lever for
poverty levels. Emerging from this has
been the idea that government needs o
consider a national basic income grant
scheme. Such a scheme would not only
widen the current socual welfare provision
of the state, but woukl target the
“unemployed.

Basic income grant estimates
An extremely useful starting point for the
analysis of 2 universal income grant, 1s 10
1y and determine, theoretically, what 1t

headed houscholds The location results
reveal the importance of rural household
poverty in South Afnica To erdicate
poverty amongst rural households, the
state would need to commit to at least an
additional R8,9bn per annum, constituting
5,8% of the state’s total expenditure in
1995 Notwithstanding the expected
predomunance of rural household poverty,
30° of fiscal expenditure on poverty
alleviation would sull need to be allocated
to urban households.

The data illustrates for example, that the
state would need 10 spend approxsmately
R15bn per annum more, to keep all
ndwiduats in the labour force out of
poverty. This static figure consututes 9,7%
of total government spending in 1995.
Government might also need 10 take into
account porerty existing amonagst the
employed

Workers in agriculture and community
and social services account for 85% of all
the poverty amongst employed individuals
in the labour market. These two groups of
workers would require 2 substantial public
expenditure commitment uimed at
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poverty reduction.This suggests
that should public expenditure
take the form of a labour market
intervention, due consideration
should be given to the fact that
poverty exists not only amongst
the unemployed, but also amongst
sections of the employed. There
would remain though, the real
danger of disincentive effects on
the labour supply decision of
these two cohorts of workers,
from this type of government
support

‘With regard to farm and
domestic workers, an interesting
shift occurs when comparing data
at an individual or houschold level.
On an individual level domestic
‘workers are scen to be poorer
than farmworhkers However, taking
1nto account household data,
farmworkers come from poorer
houscholds than domesuc
workers. This difference could
largely be accounted for by the
fact that farmworkers are generally
located in ruml areas. The
probability of multsple eacners is also

market yulnerability should not simply be

preater in domestic worker homes. 1 as a disti the
Another i ing facet of the T and the , given that
and 1 hold diffe is the

unemployed as individuals to the
houscholds they Iive 1n As indhviduals,
because the by i carn

pochets of deep poverty do prevail
amongst the employed and finally, should
the state opt to target households with

no income, they are the poorest in the
Iabour force. The poverty gap measure for
houscholds with unemployed is lower than
that of domestics and farmworkers, It would
appear then that farmworkers come from
the poorest homes in the socicty, while the
unemployed in fact tive in homes that are
generdly better off than the other two
categorics.

The policy implications for government
include the need to ate

il and far , or the
unemployed residing in them, a large
proportion of poverty in the society will
be captured. As such, a targeting of
expenditure in this way involves a creative
and effective way in which to give
credence to both the Individuat and
houschold dimensions of poverty

Income grant simulations

A series of simulations were conducted to

houschold and individual poverty; labour

the poverty-reduction effects
on poor hauscholds by introducing a
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universal income grant The total cost of
the scheme 1s not posasble as the data
avalable s per houschiold rather than
mdinadual Instead the study derermines
the paserty reduction etfects on
households.

An important point to remember 1s that
a large houschold does not imply higher
mcome For example,a ten member
houschold will be earning on m erage
ahout 1,8 times less than ther
counterparts with a smaller number of
members In terms of a national sncome
grant, it means that a flat rate delvered to
cach household sn the society wall go
T g and
by extension more will enter poorer
households.

In addwion ta houschold size though,
the intial household income: feveds are
crucial predictors of the possible impact
of a grant on the poserty status of the
houschold The data reveals that ugh
levels of income inequality mean a
sigmficant number of dwclhngs are
stacked up at the bowom-vnd of the
distnbution More smportantly, though, a
fook at the lowest income levels suggests
that a monthly universal income grant of

v to larger

<ay R100 coutd concervably ncrease
household income quite substantsatly by
approximately 207

The sun ey looked at the impact on
poverty 1f the income grant was set at
different levels The grant was set at four
different values = R50, R100, R200 and R300
per month The grant values are arbiteary,
exeept for the R100 value which 1s based on
the ongmal Basic Income Grant (BIG)
proposal from Cosatu

AR50 ncome grant to cach individual
1n the socicty would result in a 3,72%
change in porenty levels A R100 grant
would reduce poverty levels by 7,56%
reduction With the R200 and R300 grant,
the poverty reduction effects reach into
double-digats, with the R300 grant

resulung n a change of 16"

There would be faely insignificant
poverty effects anvng from either 2 smalk
or gquite large grant Put different
with 2 R300 grant to each Afncan
household, admost a third would remain
below the poverty hne It would appear
tha poyerny leveds are farrly inclastie with
respect to ncome transfers At low fevels
of houschold income, there would appear
to be httle immedsate poverty reduction
cffect from a geant sct atam of the four
ufferent levels

The problem with the above figures,
howeseris that they measure the change
in absolute porerty, as opposed to relatne
poverty Therefore, the itncome grant
clfeet is only dernvedan the figuresaf a
houschofd moves from below the poverty
e to above it This 1s problematic of
course, given that the relause poverry
status of a household would undoubredly
have changed through such a trnsfer
Hence,a houschold earming for example
RS 000 per annum, wih a R100 grant
would be earming RG 200 annually the

household s sull below the poserty line,
but s clearly less poor than 1t was

The final simulation is not a direct
unversal income grant inten ention, but
rather an estmation of the poverty
reducuon effects in the event the age for
qualification of the state pension was
reduced Thes was conducted largely as a
result of the fact that the older and less
cducated will most likely never obimna
job i tharr hfetme.

In contrast, young unemploy ed
mdividuals with some form of educaton
can be trmed up and provided with some
of the shalls that compaaics may find
useful In contrasting these two groups,
wlhulst they are both officially unemployed,
they presentvery different employment
probabulitics

1If one dhssects the unemployed in thrs
way, the unemployed youth are a job
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creation issue. However, the older
unemployed are not a job creation
problem, as these workers are Likely never
to find employment again. The latter, in
being unemployable rather than

modelled here, would have a poverty-
reduction impact similar to a R100
universal income grant intervention.
If the results are similar then the choice
of scheme would depend on the refative
ini: ive and i costs. It

unemployed, are a poverty
issue.Therefore, it is this group of
individuals that the income grant needs to
focus on. In other words, the idea of a
social safety net for the poor is most
potent when focused on those workers
who are so marginalised, that no form of

would seem likely that the additional
operational costs of reducing the
pensionable age would be [ower than the
serting up of an entirely new grant
scheme.

If we have provisional evidence that the

Ilabour market intervention will
them from indigence, It is when trying to
use the income grant - a poverty
alleviation tool - for a problem that is a
labour market challenge (such as the
unemplayed youth) that the scheme
begins to lose its appeal and indeed its
cffectiveness,

‘The reduction in the qualifying
pensionable age from 60 to 40 (for
women) and G5 to 45 (for men) was the
poverty ion intervention ly
simulated.

“The idea of running this simulation is to
examine the potential poverty alleviation
effects if a more reduced version of the

new, lower p age results ina
poverty-alleviating effect of the same
quantum as an entirely new grant scheme,
then surely in the interests of lower costs
and making the scheme more attractive to
sceptics in government, this option is
preferable? Apart from the high probability
of much lower administrative and other
costs, the lower pensionable age may not
suffer from the problem of a disincentive
effect as large as the universal grant. One
would be implicitly targeting those
individuals that have a very low chance

of ever finding employment in theic
lifetime,

Conclusion

universal income grant was i A
reduction in the pensionable age for
African-headed dwellings, would result in a
7% drop in the poverty gap measure. In
addition for female-headed households, the
figures are 3,1% and 4,9% respectively,
which in fact is the smallest poverty
impact amaongst all the houschiald types
provided. This would suggest that femate-
headed houscholds in particular have a
Jow representlvity of adults over the age of
40 for men and 45 for women. Put
differently, this means that the age profile
of adults In female-headed houscholds is
not parti y to an age-based
income geant interventlon such as the one
tested here,

The cesults beoadly suggest that a
reduction In the pensionable age as

Detracting somewhat from pure cost

this article to
measure the potential poverty reduction
effects from the introduction of a national
income grant system.

The results indicate that according to
the absolute poverty measure and
depending on the value of the grant,
houschold poverty would decline by
between 49 and 16% nationally. When
using the relattve poverty measure, the
figures are 4% and 23% The simulation of
the poverty effects when the pensionable
age was reduced, reveals that the poverty
cffects are simifac to the institution of a
R100 universal geant.

This {s un cdied version of Bhorat's study
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Thinking

1G...

the proposed Basic Income Grant for

South Africa

erious consideration of the
Sdcslrahnhty of the Grant onginated in

a proposal from labour at the 1998
Presidential Jobs Summut, which resolved
to initiate an investugation into thus issue.
This led to the of
the Committee of Enquiry mto
Comprehensive Social Security, the report
of which is currently being considered by
Cabinet

Parallel to these processes has been

extensive mobilisation of civil society, led
by the Coalition for a Basic Income Grant
The Coalition ncludes Cosatu, SACC,
Access, TAC, Sangoco, Black Sash,and a
host of other organisations The next few
months are likely to prove decisive as to
whether this key intervention to address
poverty in South Africa 1s carried through

The vicious cycle of poverty

About 22 mulhion people currently hive in
poverty with an average income of R144
per month Poverty coincides with mce,
gender and the rural-urban divide (poor
people are predominantly black, female
and rural) South Africa also has amongst
the most unequal distribution of income
in the world. In 1996,according to Census
data analysed by WEFA, the poorest 40% of
" our population got less than 3% of the

national income, while the richest 10%
enjoyed over 50%

Together with its social effects, poverty
Causes economic stagnation and low
productivity by:

The idea of a Basic Income
Grant (BIG) bas become the
Jocus of a major national
debate. Neil Coleman and
Fiona Tregenna argue that
such an intervention will
significantly reduce poverty
levels.

0 reducing access to education and skills;

0 worsening health,

O causing instability and insecunty in
families and commumties;

O increasing the time required for
household chores, especially fetching
wood and watcr;and

Q makang 1t harder for people to locate
employment apportunutics

Current social security system
The current system of grants has three hey
weaknesses, which muts 1ts effectiveness
in breaking the poverty cycle.

Q railure to reach most of the poor
Research conducted for Cosatu on
existing social grants revealed that over
13,8 million people in the poorest 40%
of South Africa’s houscholds do not
qualify for any social security transfers
(Haarmann 1998)

‘The failure to reach all the poor also
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emerges from disparities in the share of
beneficiaries and the share of poor
people by province The richer more
urban provinces have a substantially
larger share of beneficiaries than the
poorest more rucal provinces, when
compared against their relative levels of
poverty.
The real dechine in social grants
Relative to headline inflation, the old
age pension and disability grants have
dropped by almoest 20% in recent years
While the recently announced increases
are welcome, these do not compensate
for the years of cuts, particularly given
the current context of rapidly rising
faod prices, wihich hit the poor hardest.
Q Low take-up.
Low levels of take-up for most of the
mun grants 1s exacerbated by the use of
means testing This points to difficultics
n administering them and cffectively
favour the more urbanised provinces
that typically have more efficient
delivery systems. The tahe-up rate for
the Child Suppert Grant (CSG) has
been low, particularly in the poorest
provinces,although theree has been
somic improvement recently.

(]

A Basic Income Grant (BIG)
Essentially the peoposal is for 2 BIG of
between R100 and R200 per month, to be
paid o everyone in South Africa from
cradle 1o grave. A BIG is universal, it 1s not
a dole,and it is not means-tested. This
makes it more admimstratively

and it limits opp ities for
corruption and nepotism, It afso avoids
distortions and disincentives fayouring
particular groups

Key motivations and advantages

0 BIG could contribute towards the
climination of poverty Research done at
UWC and the Applicd Ilaeal Rese:

just R100 per month would nearly
triple the average monthly transfers to
households The poverty gap would be
reduced, when compared to other
proposals to reform social security, This
includes measures to ensuce full take-up
of exisuing grants, or extension of the
CSG to more children.

QO A BIG would also have a broader
cconomic impact in stimufating demand
and employment, especially in rural areas.

O At the moment very poor and low-
income earners act as a social security
aet for the extremely poor. Researchers
have termed this a poverty tax on
workers.A BIG would allow a larger
portion of wages to be channeiled to
entancing consumption and social
investment - a form of ‘wage subsidy’.

O Uncmployment in South Africa is at
crisis levels. Even where jobs are
avalable, it is difficult for the extremely
poor to aceess them. Research has
shown that even nominal increases in
carning levels increase the chances of
finding employment. The economically
liberating effect of BIG is supported by
expericnces internationally. For
example, evaluation of the bolsa escola,
or minimum income schemes in Brazil
showed they reduced the dependency
af Brazilian women and sharply
increased their labour market
participation. According to Guy
Standing of the International Labour
Qrgamisation (ILO), reasons for this
included that svomen had enough
money to afford clothing and teavel in
search of work. Their children were also
more likely to be attending school.

Q A BIG would make it possible for poor
houscholds to undertake more 'high-
risk’ investments in small businesses.,

Q From a social investment point of view,
A BIG would considerably enhance the

i and i status of

Centre at UCT indicates that a BIG of

children,
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0O A BIG could promote reconcihation and
The TRC speaks about
a broader reparatons scheme 1o
address the wounds left by apartherd A
BIG would be a tangible contribution to
thiy,a hind of ‘transformation levy “or
solidanity Jevy”. !

socil mclusivar

3 The state alse has consututionat
obligaions 1n dealing with absolute
poverty. In the Grootboom case, the
Consututional Court found that, within
the test of reasonableness, the state has
1o make the basic necessues of hife
availahle to all, including relief to those
n desperate need The provision of a
BIG would advance this

o

A BIG would also assist in combati

such as 4 C8G extended to all duldren,
would lose these adantages

An extended CSG, w hule an important
step torward, would

Ve a major gap in
ity system poor adults

n the ages of 18 and 60/65 Ttas
ated that over 800 000 adults Iving
n houscholds withont ehildren in the
of
these would not be reached by any form
of social assistance and would be e
desty

the sacial se

bottom tteo income quintites - 95

1on The BIG would close the

porerty gap by 6 % for this group
Comparing the effects of the BIG and 2

CSG - eatended to children of 17 years

mnclusine but with the current means test
1

the HIV/ZAIDS pandemic, by assisting
people lning with AIDS and their

ing additonal
nutntional, medical, and patlans e
needs
In terms of admunstration, it s
proposed that payment should be
through public infrastructure such as
the PostBank This would heep costs
: also extending much
needed infrastructure and senace:

families in mee

)

down wt

nto
areas where they are not currently
avalable. The Smart Card system, which
Home Affairs plans to introduce, would
also lend wself to the smooth
admunsstration of the BIG The capaaty
and cfficiency of SARS has been clearly
demonstrated, w hich would be crucial
1 administenng the tax aspects

BIG vs more liniited interventions

The central strength of a BIG s its
universality - everyone qualifies for it, no
matter w hat their income, employment
status, age, or other factors This brings
mmportant advantages including,
strcamhining; low adminsstration costs, low
oppormnities for corruption or nepotism,
and inclusmity and social cohesn eness

Any grant targeted at a particular group,

the great supertority of the
BIG The BIG would close the poserty gap
for the bottom two quinules by an ascrage
of 82° compared with 59% for the
extended CSG, the average per capita
socal assistance transfers for the bottom
o quintiles would be R121 for the BIG
as opposed to R75 for the eatended CSG,
and the BIG would reach 33 mullion
people. more than four imes the reach of
the extended CSG

In practice, w here chuldren in poor
houscholds are entitled to a CSG and adult
members recen e no social assistance, the
CS8G i~ shared amongst all houschold
members This means that the actual direct
bencfits to the targeted children are well
below the amount of the CSG, whereas a
BIG would relicve pressure on
beneficianes of both old age pensions and
the CSG

It is also important to note the lessons
from the lmpleLm:lllon of the CSG since
1ts ince ¥
lack of information about ¢hgibility, and
the cffect of the means test in
discouraging and restricung tahe-up have
led to exclusion of many of the poorest
children Many of these problems would
be likcly to persist with respect to an
axtended CSG,and it 1ts effectis eness
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in reaching the most vulnerable.

Funding of the BIG

“The basic funding model of the BIG is to
give it to everyone, ich and poor, and then
to ‘claw back’ the bulk of the costs from
income carners over 4 certain level. In
other words, up to a certain threshold,
people would retain the entire BIG. At
higher income brackets, people would pay
back more than the value of the grant in
rising multiples, so that very high-income
earners would effectively be subsidising
several net recipients of the grant.

There would basically be four income
brackets: in the first people would retain
the full value of the BIG; in the second
they would retain a portion thercof. The
third bracket would be of net neutral
impact; and a fourth bracket in which
progressively higher net amounts would
be recovered from taxpayers.

This funding mode! makes the BIG
inherently self-targeting in that, although it
is untversal,it is the poor who actually
benefit in reat tecms. It is also inherently
biased towards large families, which tend
o be poorer, Each person would receive a
BIG whereas recuperation would be by
income carner.

While the gross costs of providing a
BIG are substantial,a large proportion
would be recuperated.The cost, without
leaving anyone worse off than before,
would be around R23bn.This then is the
cost of a ‘tax-neutral’ recuperation, before
the progressive recuperation kicks in

Of this cost, the amount to be

through the i

reconciliation, reconsteuction, and & more
equitable development trajectory.

This means that the ‘net net’ cost of the
BIG, to be financed through other sources,
could be in the region of R10bn to R15ba.
Options for rising this include:

Q increased corporate taxation;
[0 a modest rise in government spending;

Q restructuring the government
employees pension fund.
Is this affordable? This year's tax cuts cost
the state cxactly in the range of the
amount required to finance the BIG.The
R15bn in eax cuts, while welcomed by
many, will not beaefit the majority of our
population facing harsh poverty, since
they are not part of the tax net.

Further, according to Idasa the
reduction of the deficit from the 2,6%
planned in the Medium Term Budget
Policy Statement in November, to the 2,1%
in this year's Budget, reduced the amount
avaifable for spending by R5,4bn.These
two areas alone (the tax cuts and reduced
Budget deficit in this year's Budget) clearly
indicate that there is certainly fiscal space
to afford a BIG, even without

other proposed
by the Coalition to fund the Grant. Rather
than its affordability, the question should
be whether SA can afford not to introduce
a BIG: what s the cost to ouc society of
to live with
levels of poverty?

‘The BIG is not a panacea to the myriad
of problems facing South Africa However,
we do belicve that it is a central pillar of a

clawback is essentially a political decision,
as is the structurc/disteibution of how this
would be done. Initial estimates suggest
1liat about R10bn could be recuperated
through this mechanism through the
“This St
measure or ‘solidarity levy' would be a
demenstrable contribution to

social security system. [n
turn, this is one critical element of the
package of measures needed to address
poverty, uncmployment, and inequality in
the country

Netl Coleman and lona Tregenna both
work in Casatu’s parliamentary office and
bave been involved in the BIG campaign,
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(Dis)organised
business in disarray?

n the post-199 § period, white business
Istmclurcs conunued to dominate
nstitutions such as the Natonal
Economic Development and Labour
Council (Nedlac) despite the presence of
National African Chamber of Commerce
(Nafcoc) and Fabcos
Nafcoc s represented separately from
Business South Africa (BSA) wiule Fabcos
is part of BSA. These organisations were
seen as disorganised with united capacty
Organisations such as Nafcoc were often
dep as bang c y emb in
internal divisions as different individuals
and personalities hijached the
organisation
By 1996, the Black Business Council
(BRC) was sct up as an umbrella body for
vanous black orgamsations Towards the
late 1990s organisatons such as the
Afrihaanse Handelsnstituut (AHD and SA
Chamber of Commerce (Sacob) - both
members of BSA ~ began courting Nafcoc.
After Kevin Wakeford took over as head of
Sacob merger talks with Nafcoc
mtensified
The proposed merger has not received
uncquivocal support from either within
Nafcoc or Sacob (and within BSA) A
. section within Nafcoc lead by Patnice
Motsepe has challenged the merger while
there are rumblings wathin BSA over the
merger and Wakefords' intentions In turn
there have been subtle threars from
Wakeford about withdrawing from BSA
and requesting a sepanate seat in Nedlac.

The ongoing dispute over the
merger between Sacob and
Nafcoc bas muddied the waters
as to whether white and black
business will ever merge to
JSorm one umbrella business
oiganisation. Reneé
Grawitzky looks at the moves
afoot to achieve this.

Business sources claim, howeser, that
funding for Sacob could be threatened if
the organisation desaffihated from BSA as
many of the key funders of BSA also fund
Sacob BSA 1s a similar body to the BBC It
15 an umbrella body for different 1y pes of
business organisations rangung from
sectorspecific structures such as Seifsa to
Chamber of Commerce ry pe operations
such as Sacob

Wakeford believes there is a need to
redefine the business landscape i the
country The Chamber movement could act
as a real instrument for change, he says
Organisations such as Sacob - winch
represent small to medium size enterpnses -
have direct access to small towns w here the
change is really taking place, He beheves the
merger of blach and w hite chamber of
commerce structures on the ground will
contribute to real economic growth. Cutung,
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deals with a few elite wull not cascade down
to small and medium size businesses;
Wakeford says.

‘The merger has, however, been viewed
in some quarters as being a ‘colonialist
style’ takeover of a weak black
organisation The Black Management
Forum and Cosatu expressed concern over
the merger while some questioned
whether it would dilute the voice of black
business. Initially government was not too
concerned about v.h'c merger as it was
thought to represent a move towards unity
between black and shite business
However, in recent weeks, government has
actively intervened in order to resatve the
ongoing acrimony that has developed.
Resolving this issuc is critical 1f
government is to engage business on a
national level in the proposed growth
summit,

This merger docs net reflect the only
initiative aimed at bringing white and
black business together. The events
[eading up to the formation of the
Bustness Trust saw the informal coming
together of the shite and black captains
of industry. This group has continued to
meet informally.

Differing views exist as to whether it is
necessacy for business to form one united
umbrelta body Boyd says he has never
come across a conntry that has one
business structure. There tends to be some
strong organtsations, he says However,
clements within BSA believe that the trend
worldwide is towards the formation of
one umbrelfa employer body. First Rand
chicf exccutive officer (CEO) Laurie
Dippenaar (and president of the South
African Foundation) says there Is a desire
from all pactics ta sce some form of unity
in business

Dippenaar says there is 2 need for one
overarching organisatlon, which will deat
with matters of national intecest,
Government, he adds, needs a single

interface with business on issues of
national interest while sector-specific
issues could be dealt with by the sector
organisations A number of stumbling
blacks, which have previously prevented
unity, need to be sorted out, he says. These
include capacity and funding problems
‘within some business structures.

It is underscood that government has
requested Motsepe, who is getting,
increasingly involved in the BBC, to
resolve existing problems in black
business and thereafter, ensure an
alignment of white and black business.

BSA has for some time been
contemplating a merger with BBC.
However, this has been hampered by
attempts 1o resolve its own inteenal
problems Dippenaac says it is imporiant
that BSA is seen to be an effective body
and members are now insisung on this. In
the past a lack of resources, more
involvement of scnlor business leaders and
dynamic leadership have hamp BSA.
‘The captains of industry have, in recent
Years, tended to attend meetings of the
Sauth Africa Toundation.

DSA has been grappling with whether
to begin to build its own profile or not.
“This has caused some concern by those
pushiag for a merger with BBC.There isa
view that black business swould sce this
move as a deliberate attempt to create a
stroager organisation in anticipation of a
merger with the BBC.

Merger - is it possible?

Some elements in white business betieve
the BBC is still finding its feet and is not
ready to enter into a formal structured
alliance with BSA. Despite such concerns,
# time frame has been adopted to begina
process for merger talks between the two
organisations, Tt is understood that a black
business suamit witl be held in Aprit and a
joint black and white business summit will
be held mid year,
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Can business deliver on
domestic investment?

uring the 1970s and 19805, the
D longterm performance of
domesuc fixed imyvestment

South Afnica detenorated sigmificandy,
contributing directly to the dechine in
cconomic growth over the penod
During this pertod, st was tahen as 3
£ien that uncertainty Was a major
determinant of iny estment performance
There is also little question that reduced
s estment opportumties and ovenall
cconomic dechine contributed ta polieal
change In the late 1980~ business groups
inside and outswde the country shified to
support the democratsation process. by
then secing the latter as the only way 10
reyne growth prospects
In the immediate aftermath of the 199§
dections, fixed investment picked up to
some extent, compared waith the
immediately preceding years But this
improvement has not been sustuined
Investment mtes have remained low, well
short of histoncal peaks and certainly far
below the rate necessan 1o sustam pross
domesuc product (GRP) growth at fevels
that could begin to reduce the problems
of poverty and unemploy ment.
Over and above the transition ta
. demacracy, there has also been extensive
trade Iiberalisation, w hile fiscal policy has
been resolutely orthodox, and increasingly
suceessful in low ering the deficin
Domesuc investment performance might
therefore, have been eapected to respond
more vigorously to the fundamental shift

The failure to attract foreign
direct investinent bas put the
spotlight on domestic
investment, Economist Stephen
Gelb investigates some of the
underlying reasons for the
JSailure of private sector
investinent to rise significantly
since 1994.

n policy stance The poor investment
performance pust-1994 has undoubtedly
been influenced by episodes of

) from
caprtal account shochs i 1996, and agmn
1n 1998 1n the wake of the Asian crisis
However, the impact of these ‘should” have
been fluctuations around a tugher
underlying rate

South African Reserve Bank data shows
that the investment rate 1s just above 15%
of GDP but remans well below the levels
of the mid-1970s, when aggregate
1m estment peaked at more than 30% of
GDP Much of the decline is as a result of
the drop in public sector imestment
(genenal government and pubhic
corporauons) Such intestment declined
from a total of nearly 18% of GDP mn the
mid-1970s and about 12,5% in the carly
1980s ta curreat leveds of 57 and below
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Thece was a ‘blip’ during 1998, as a result
of the part-privatisation of the state
telecommunications corporation, which

February 2000 to investigate issues
relating to low investment.
‘The survey was carried out before

carried specific i
The contribution of private sector
investment to total investment rose from an
average of about 57% dunng the 1980s 10
about 69% during the 1990s Although
private investment rose following the 1994
clection, the increase was not sustained. The
private rate began to decline in earty 1997
and in 1999 was at the same level as before
the 1994 electson, which was also its lowest
level over the preceding 30-years. There has
been a slight improvement since 1999, but
prvate sector i c is

over gov 's
policy towards stability in the Southern
African region and HIV/AIDS. It should
also be noted that the period November
1999 to February 2000 was a period of
histarically high levels for the widely-
accepted BER and SACOB business
confidence indices. At the time companies
were asked to complete the survey,
interest rates had been on 2 downward
trend for about 12 months, and the
economy was just emerging from the

sull inferior to that of the late 1970s and late
1980s, both periods of slow recovery from
recession. The private sector is investing a
much lower share of GDP. Its investuent rate
is now in the region of 11% of GDE,
compared with its peak level of 16,2% in the
early 1980s

The failure of the povate sector to
increase has been

, which had started in late 1996.
The Y2K issuc was possibly a factor
affecting responscs for some firms.

The survey found that:

O While most firms make capital
investment expenditures on a regular
basis, their average investment levels
are very low. The vast majority of large
firms (more than 50 workers) invest

of a puzzle and a frustration for politicians
and government policymakers. They have
repeatedly argued that the private sector is
overly concerned with ‘perceptions’, as
distinct from the ‘reality of sound
macrocconomic fundamentals’.The media
and/or impheitly racist attitudes (on the
part of white business towards a black
Rovernment) are seen as responsible for
the perceptions ‘gap’.

Leaving aside the political aspects of
such claims, they do imply that problems
of Investor confldence and uncertunty
remdin relevant in South Africa. In
addition, these problems go beyond
macroeconomic instability to include
issues of political risk,

What firms say

A survey was conducted on behall of the
President’s Office amongst 1 /00 ficms (n
South Africa between November 1999 and

. as do most small firms (5-50
waorkers). But there Is a sigmficant
proportion of the latter, which invest
less frequently.

Q 95% of small firms invest less than R1m
per annum. Pechaps more surprising,
and a cause for concern, is that 4% of
large manufacturing firms, and 38% of
large service firms, afso invest less than
RIm annually Furthermore,
approximately three-quarters of large
firms wnwvest Jess than RSm.

Q More than half the companies that, did
invest used rettined earnings as their
most important source of investment
finance, and for about another quarter
of the firms, it was the second most
Important source, Loans from domestic
banks are the next most Important
source of finance: about 30% of firms in
three of the four sub-groups cited it as
their most important source,

Q The investment outlook over the next
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o financial years was surpeising Small
companies planned expenditures were
et to increase more mpidly than those
of large irms But for both, the mte of
expenditure increase was very low:
The pereeived obstacles w investment
differed for small and large companies
and between manufactunng and the
senvice sector Large manufactunng
firms mnhed mterest mte level as the
largest obstacle followed by crime and
social problems Smaller companies
ranked cnme and social problems as
the largest obstacle follow ed by interest
rate level’. Both rated labour regulations
as having only shightly less impact than
the rwo most severe ohstacles Smaller
firms alsa indicated that ‘uncerainty
over gavernment’s econamic policy”
and ‘hugh corporite tax rates were
important factors for them Large
companies were less concemed about
these but were concerned about
‘inadequate 1ax incentives’ 1t is
sipmificant that neither lack of own
funds’ nor *lack of access to borrowed
funds’ was scen as @ major problem by
either small or large firms. The cost of
funds was rated much more severely
than a lack of availability Service
companzes reflected similar patterns to
those of manufactunng
O Companics’ most recent capital
was p Iy by

their search for ¢fficiency and

producus ity increases This was

followed by resy 5 L0

(=)

tax rates from 307 to 25% was the next
most prefereed opuon

Q Lapenditure on eriploy ee trunmg s an
impertant dimension of overal! captal
expenditure, especially given the skill
shortages at the upper levels of the
shalls ladder Data resealed thar the
average level of spending on traning
was low Most large firms did undertahe
some expenditure but a substantial
munonty of small firms - approxsmately
wwo-fifths - spent nothing

Factors determining investment
This secuon describes SUn ey responses o
questions sy estigating 1n more depth firm
atutudes towards a fange of factors
wdenufied as potenual obstacles to
nestment.

Labour regulations

The survey ashed firms o assess the
1mpact of changes 10 labour legilanon
especially in the arca of dismissals,
changing worhing tme prosisions, leave
provisions, affirmatn ¢ action and nights to
collective action on both ther decisions 1o
hire new employees, and on their
operaung costs

The impact of finng (dismissal)
regulations both on decisions to hire
employcees and on operating COSts was
regarded by small and large firms as more
serious than any other issue Aside from
this ranking, the average canngs for the
other issucs are located between

demand, with entry into new marhets
or attempts to reduce labour utilisation
as relany ely minor factors

9 The survey looked at whether tax
incentives would encourage an increase
1 investment Results found that one
third of all small firms indicated that
none of the offered choices would be
sufficient 10 induce higher capital

.The i

g of

‘and'no impact’. This throws an
wnteresting hight on the interpretatson of
“labour regulations' as an obstacle to
investment. Inital mings suggested a far
more negative impact op vestment than
is the case for the direct impact on firm's.
current employment and profitabihity. The
implication is that firms fear the possibility
of future shifts on this issue, and 1t is this
fear, which impacts on the investment
deaision
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Social issues
As with the responses to the labour

1ssue, firms' of
cnme and social issucs as an abstacle to
investment are not immechately linked to
the direct impact of these problems on the
companies’ operations More rigorous
statistical testing of the results indicate
that only the lacge manufactucng firms'
responses are strongly correlated with
responsces to the earlier question on
investment obstacles. For the other firms,
thie identification of crime and social
issucs as an investment obstacle should be
scen as a respoase 1o the broader socio-
political environment, rather than to the
specific impact on the firms’ own
Corruption mnked low on the
centives while on the impact of
HIV/AIDS, the response swas limited.

Interest and exchange rates

Larger companies, both manufacturing and
services, react more vigorously 1o changes in
interest rates than do small firms, Rate
inereases force substantial minorities of the

policy and the change in the quality of
dealings with officials since 1994, (The
responses should be interpreted taking
account of the fact that the survey
questionnaire came explicitly and clearly
from the South African government. The
survey could have been seen by many
firms as an opportunity to ‘send a message’
to government.) Companics were more
positive about effects on their ongoing
and activities, as in
their interactions with government
officials, than about government’s impact
upon the broader operating environment
of the company. The majority of
companies felt however, that government
rarely, if ever took account of their
concerns in policymaking, shile a stecong
majonty felt policy was uapredictable and
inconsistent, without a clear framework.

Uncertainty and investor

con ence

There was a noticeable difference in
responses between constrints to
investment and the actual impact of these

targe fiem: in o

cut back on expansion plans and on debt
financing Almost haif of the small fiems indi:
cated that the mte increase had no effect on
them, which is a surprising result, In terms
of changes to the exchange mte, it appeared
that it was only amongst the large manuofac-
turing firms that a significant fesponse was
found. Within this group one has to unpack
differences between exporters and non-

on day-to-day
operations, as distinet from their
investment decisions

Although the most significant
comstratats on investment were also seen
as having a negative impact on ongoing
operations, the costs impaosed on the Jatter
were perceived as fairly moderate, white
the barriers to further investment and
expansion were relatvely severe. This

ot ) he
rite’s impact on investment (iachinery
purchases) 18 more signlficant than the
Impact on current activity. Amongst large
manufacturing exporters, there ks an
encoumgngly Vigorous response to the
favourable movement of the currency.

Atthtrdes to governnent

The issues addressed include policy
conshtency, business-friendliiness' of

suggests that despite the
historically high levels of published
confidence indices at the time of the
ficldwork, the survey still suggests that
uncertainty and lack of investor
confidence - linked to soclal and pollitical
1ssues, rather macroeconomic
‘fundamentals’ - are major barriers to
investment in South Africa, This is over and
above the direct effects of the cost of
capltad (via fnterest mates), profitability (via

34

SA Labour Bulfetin



labour costs) and market demand
How should the sacio-pohiticat

confidence factor be nterpreced? A ent
factor underpinming the connection
between the present and the tnture s the
stabibity of the broad instituty »nal
framework Property nghts are central to
this afong with the rule of liw, and the
predictabibity of pohcy and administration
Property nights are often tahen 1o mean
sunply ownership nghts of nde sduals and
firms over therr assets or thesr labour
Fragile or insecure property rights reflect
weak contrict enforcement leading to
percened or actual threats of loss of
onnership of assets Via expropration

But a broader nemretation of
property rights, more approprate to South
African circumstances, is that it involves

nat just ow nership of assets, but atso
adequate control over returns 1o assets In
other words, clums on the future
distribution of income gencrted by
assets On this basis, property nights are
nadequately protected of there s a
possibility of ceconomic policy shifts,
which would result in far-reachtng
changes in the income distnibunon regime
Secure property nghts have historically
been one of the key s to ¢conomic growth
Cntreprencurs do not have an incentne to
imvest or innovate of they are uncertun
about their clums on future returns from
the operatson of the assets they have
purchased and instlled

‘The wmplication of this analy sis is that
South African firms are insecure over
property rights What underles this
nsecunty ? It goes beyond a simple
reaction to statements by government
Iraders Rather, firms do not feel they have
sufficicnt control over the future retuens
10 therr actnvities They identify high nsks
of losses through private enminal acts

against firm assets, owners or employees
More importantly, they expect or fear far-
reaching policy shifts - to the regimes

regulating taves or mput costs, for
example - wlhich could fundamentatly
affect the future distribution of returns
South African fien' feac of laege
axpeeted future Josses whether from
came or from strongly redistributtonist
policy regmmes. s hinhed 10 the high levels
of cconomic palarisation in South
African soctety The relatonship between
nsceure property rights and Jow
mvestor confidence 1s not unigque to

South Africa. but 1s common n socteties,
which are highly distributionally
polaried

1L 15 4150 1Ot surprsIag in 3 socie
which has experienced a recent
democmtic tansition, as South Africa has,
that firms assess the probability ot loss to
be relamy el Targe =bad news' o Likely This
15 not a consequence of atutudes per se to
government, but mther a coneeen that
government wall be vvershelmed by
‘popular’ demands for redistnbution and
this will lead 1o a fundamental policy shaft

Raising investment
What are the prospects for improved
investment performance? The standard
policy measures (o fase Nyestment rates
will only make a sigmificant difference if
the underlying confidence issues are also
addressed

Polansation means that improsed
dsstnibution 15 a polhtical imperaus e for
government,at least in the medium to long.
term This makes it more difficule for
ROvErNMEnt to commut credibiy to an
ceconomic policy framework which does not
resultin redstnbuton [nother words, firms
arc Jess hhely to believe that ‘the miles of the
game’are setted for the long termof these
rules do not credibly address ncquahty and
polansanon in the sociery.and thereby
ncrease secunty over property nghts If
gove ent actnely i}
issues, investors will be less anxious about
thes demand spathing over ;o far reaching
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Is business willing and able?

policy shifts and more certainty about clams

on their future incomes
‘What features of a new framework to

address distribution waould make it credible?

Q Reflect a social consensus that has

e and explicit support across the

y, including all social partners

O SBift rowards the more equitable
distribution of wealth and income
earning assets. The concern with
current incomes provides incentives for
/roups to try to increase their income
shares at the expense of other groups,
and to try to build political support for
a bigger share of transfers out of
current Income. By shifting the focus to
income-earning assets ~ such as skills
and ‘human capital’ (the most essential),
housing, land and infrstructure -

groups would by cantrast face
incentives to contribute to overall
grawth 50 as to acquire rising Income
streams Into the future. A shift to a
Juture prowth perspective, mther than
4 current income perspective, would be
a clear signal to firms that theic own
claim on the future returns on their
assets was not threatened.

O Produce some degree of sticeess

refatively quickly This will require more
far-reaching measures to achicve equity in
asset distribution, as well as mpid

p in policy i
(‘service delivery') in arcas such as
education, health, housing and houschold
infrastructure, all of which are essential to
enhancing human capital
Maintain macroeconomic stability In an
i open ,
or overly rapid relaxation of fiscal or
monetary policy could Jead to a
macroeconomic shock and capital
outflaws which would greatly slow down
efforts to improve distnbutional equity
But at the same time, oo contaictionary a
stance will also hold back greater equity.
The impuct of macrocconomic shocks is
greatly mitigated if distributional conflict
is well managed a credible and effective
for istributi
‘would therefore produce additional gross
benefits

D

This Is an edited verston of a fonger paper
Gelb is director of The EDGE Institute - a
normprofit economic research (nstitte, The
paper Is availabie at wwwithevdge org za
Tel (011) 339-1757.
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Is business committed
to skills development?

he Department of Labour
announced recently that the shalls
Jenies coltected by the SA Revenue

Servaces and deposited nto the accounts
of 21 Sector Education and Training,
Authortties (Setas) was in the region of
R3ba Tlus clicited some strong criticism
as to whether Setas were delivening or not
and w hether business was committed o
traning

The department’s senior executne
manager for shills development Adrienne
Rurd says,"When people sav that Seus are
not dishursing moncey to companies, one
has to Jook a1 how funds are bang
allocated and whether companies are:
clumung their money back®

Bird believes that one of the factors
contnbuting to the accumulation of
mones i the Setas 15 the fulure of
companies 1o reclaim ther grants *If
compames do not see the value i
cluming hack thewr money thev will not
do 50" Often companies put forward their
mitial planming reports but fail to subnut
their finaf report grane which would allow
them to claim back 50 of the money
spent on truming, Bird says Many Setas
could be holding monics because
companies have not clumed their sccond
grant

There are how ever,a number of other
factors, which need 1o be considered
O Setas were being set up at the same

time that the levy system came into

effect Thus has inevitably led to a delay

The failure of Setas to spend
mionics allocated to thent raises
some serious questions as to
whether business is conumnitted to
skills developnient. Reneé
Grawit=ky investigates this and
outlines the variotis incentives
arailable to business.

n the dhsbursement of momies from the
Sctas Ohsenvers believe that parties
should allow for some lead-time
between the collection of levies and the
disbursement for shalls truning
0 There are a number of Sctas, which are
delnenng, but there are some which
continue to be hampered by weak
governance. This can lead to thar
mability to put in place good
management practices Some shifls
cansultants helieve that the work of
certain Setas has been affected by
umon/employ er conflict in respect of
the overall operation of the Seta
Setas are public entites and should be
run lihe proper businesses However,n
a number of cases weak governance has
resulted in a falure 1o put in place the
necessanly financal checks and
balances (There have been a number of
cases were chief executn e officers

o

Vol 26 Number 2 « Apn! 2002

7.



(CEOs) of Setas have been suspended

and charged with various counts of

fraud and mismanagement.)
The success of skills development is not
the sole domain of Setas, but requires
support from employers

Early indications are that, for a vanicty of
reasons, there is antagomism from
employers towards the Skills Development
Act.TTus may not be overt but it exists.
There is a sense amongst some consultants
that employers arc aot giving the
legslation a chance, despite the fact that it
could be viewed as slightly bureaucmtic.
The perceived lack of delivery amongst
the Setas does not however, encourge

F buy-in As one said:
“tme will tell whedlier the levy system will
rise training above previous levels and
encourage those who previously did not
tramn to do 50’

Reclaiming grants

Bird explains that employers, in terms of

the Act, need to submit three types of

forms supplicd by the Setas in order to
claim back monics for different grants:

O Workplace skitls plan - in order to
clum back an initial 15% of the amount
spent on truping, an employer needs to
submit a form to the relevant Seta
outlining what shills are to be tmined
up and what courses will be embarked
upon.

Bird emphasises that the forms arce
simple and do not require much work,
Once companies have got their 15%
they can go ahead and trn.At the end
of the year companles must submit a
report on how many people have been
teined (including a racial breakdown),
For that they will get a further 50% of
what they pald out in training, Bird
believes that one of the apparent
reasons for underexpenditure by Setas
is that companles have presented thelr
initial planning graat but have not

completed their yearend report grant.

Q Leamersbips - are only now getting up

and running, as Setas had to first be
with the 84 Q:

Autharity and thereafter, had to design

new learnerships.

‘The designing of learnerships could
only be achseved once Setas had
completed their sector skills plans. This
was necessary in order for Setas to
understand their sectors and what skills
are required Each Sera now hasa
description of the skills profile in their
sector. This can then inform the
potential for learnership opportunities.
Burd explains that 140 new learnership
programmes have been developed
rangng from basic entry level to post
proftssional levels. Bird believes that
people are more likely to succeed in
self-employment if they have a
combination of wockplace trining and
education,

1f employers agree to embark on
learnerslup programmes they will be
able to access a cash grant from their
Seta as well as a tax incentive. Every
time aa employer signs up a learnership
agreement they can claim R25 000
offset against taxable income. When the:
recognised phase of the learnership has
been completed they can claim an
additional R25 000 against taxable
income,

Q Suategic grants - Setas ace cligible to
provide additional grants to companics
for developmental or special skills
training, for example, in the area of
HIV/AIDS and adult basic education and
tralning These special graats woulkd also
refate ta learnerships

To find out more about the benefits of the
Skills Development Act call the
Department of Labour at {012) 309-4000.
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econoniics & labour market

How high is
unempploymemnt?

n 1998 the Norw egian based Fafo,
anmm for Apphed Social Scrence,
greed in consultauon with the

Department of Labour to embark on a
suney to update the country’s labour
market statstics

The suncy was supposed to assist th
depariment, who were heen at the ume to
find out how their new labour lans were
impactng on the labour market Today the
scenano appears shghtly different wath the
department adopting a rather hands-off
approach to the sunvey The aim of the
suney was not 1o challenge exisung
statstics but mather to help 6ill some of the
enisting hnow ledge gaps’ At the ume,
Statistics SA had not yet started 1ts own
labour force sunvey

Survey findings

Aside from the politics around the

collecuon of stausucs, the hey findings of

the suney include the following

2 The labour force or cconomically actine
populauon (EAP) - those who already
worh or are avalable for work - 15
higher than imatly estmated

2 It1s esumated that 11,2 milhion people
are employed and they generally
support about 4.3 people on their

© wages

2 The informal scctor has become a
major contnbutor 10 employment with
about 20% or 2,2 million of the EAP
rehying on this sector for work The
formal sector only accounts for G0 of

A long awaited survey on
labour market statistics bas
Sinally seen the light of deay: The
results, which could be
contested in some quarter

Dhave important policy
implications nevertheless for
interventions to reduce porverty
and unemployment.

employment

Q The growth of the informal sector can to
some extent be attnbuted to the growth
of subsistence agnculture Other informal
sector actnaties relate to wholesale, retl
trade ("), construction (127%) and
manufactunng (117«

O Thas trend 15 very much i hne with the
dechine 1n employment 1n
manufactunng and an increase in the
senice sector.

O The increased size of the labour force can
have a npple effect on other figures with
the result that unemploy ment figures too
arc higher than currently calcutated The
suney estimates that unemploy ment
ranges between 32% and 45%, depending
on the defintion used This 1v compared
1o the 1999 October Houschold Suniey
(OHS) whosc esumates range from 23%
10 36"
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Q Unemployment is as expected higher in
ucban areas when looking at those who
are actively looking for work.The
limited opportunitics in the rural areas
has meant that more people have given
up looking for svock, This 1s borne out
by the fact that 65% of jobs are found in
urban areas,

Q 1t is generally accepted that the most
vulnerable or marginalised svorkers
such as women, rural people and
Africans are mast likely to give up
actively looking for cmployment

Q There is a direct relationship between
employment and education.
Unemployment is lower for those with
higher education while highest
amongst those with lower secondary or
upper secondary education This group
makes up two-thirds of the country's

unemployed
0 50% of those lsoking for work have never
‘worked before while one-quaner of those

currently unemployed lost their jobs
through retrenchments or closures. Only
10% of those who were not working at
the time of the survey had worked one ot
more months in 1he past year

Q It is interesting 1o note that only 1% of
current job seekers are wking trining
courses as a means to find work.,

O Access to information about job
opportunities is possibly the most
important cbstacle to finding work,

T More than 60% of the unemployed
depend on remittances from household
members whao are employed for their
survival while about 15% rely on
pensions and 1% on unemployment
insurance benefits,

O The distrlbution of income in
houschiolds very much depends on the
number of peaple employed. Where
everyone is uncmployed the averge
income is R1 043, but if one person is
employed this figure is doubled. The
average income for households with no

unemployed will average around

R3 619, but one unemployed will

reduce the average by 45% to R1 992.
O Sources for household income include
wvages, old age pension, remittances,
child support and other government
graats and sell-employment.
In the poorest households (where the
average mcome is R286 a month), 49%
rely on remittances from family
members and private child
maintenance to survive. In the second
poorest households (income of R616),
old age pensions account for more than
35% of income. In the third poorest
houscholds (income of R1 142),
government pensions and other
government grants accouat for more
than 50% of their income.
8 The granting of fringe benefits such as
annual and sick leave scems to be well
entrenched in the formal sector but is
either sporadic or not granted in the
informal sector.The most compliant
sectoes In terms of granting paid annual
leave are the public sector, mining and
the financial sector, while the worst are
construction and retall,
In terms of other fringe benefits, the
majority of public sector workers gee
cetirement benefits as compared to 405
in the private sector. A similar trend is
evident for the provision of medical
care and housing.
Employees in construction, retail, hotels,
transport, agriculture, mining and
forestry work the longest hours
However, close to 50% af the workforce
work between 31 and 45 hours a week.
12% work more than 55 hours and 25%
work lIess than 45 hours.
[tis estimated that 34% of salaried
employees are covered by collective
agreements,
Q Unlon density Is relatively high in Soutt

Afrlca and especlally so in the public

sector, mining and manwfacturing, but

o

=]

o

o
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low in the service sector,

Q There i a dicect correlaton betn een
union densuy and coflecure
agreements Close ta 81% of union
members are covered by collective
agreements

8]

Mare than 50% of workers believe that
ty for health and safeqy
8% who
fear losing thair jobs feel thatsts
government's responsibility to look
after thewr interests i terms of job
secunty More than 70% believe itis

the respansil

lies with employers Howere

government's responsibility 1o create
Jobs Large numbers behieve creanng
jobs is the Department of Labour's most
umportant role.

D There 1 a hugh level of support for
2OVErnmEnt 1o set wages especially
amongst agricultural and domestc
worhers The remander believe wagpes
should be set through collectne
bargaining.

0 The majoriy of agricultural and
domestic workers are not sausfied with
ther wages

3 The majonty of workers would work
harderif they were pad more w hile
morc than 70% indicated that of they
had more freedom to decide on tashs
they would work harder

T The majonn of workers would only go
on strihe after negotations had fuled

Policy implications
Whether unemployment is calculated
using the strict or narrow definttion of
either this suney or the OIS figures, the
picture remains unchanged
Unemploy ment is unusually high in South
Africa As government, labour and business
“begn to prepare for the growth summue,
Liv Torres (one of the drafters of the
feport) says discussion should focus on
how the unemploy ed survives and how
prople can be hept out of poverty The
sun ey reveals that gosernment transfers

and grants hidp 16 mose people out of
paverty and it is reautances from fnuly
members who ace cmployed that people
can rely on to mose out of extreme
poverty The Iatter Tias some imphcations
for possible calls for wage moderation The
report says ‘it s only through employ ment
that people can move 1to a better hfe’
These results hase to be taken into
account when conmdenng the future of
<ocial secunn 1n the country and how ta

increase cash trnsfers 1o poor
houscholds

What s interesting however, i the
haited impact unemploy ment msurance
has on the households surveyed

Torres savs a growth strategy cannot be
~eparte from a progrmme to alle ate
poverty The same s true for deydloping an
I CSUMRAT stEteiy, FUo representaues
argue Torres s government needs ©
consider policies th

emphasise job

the busiaess se
hat can create johs The state, she <avs,
needs to facilitate job creation and make it
caseer for small, mucro and medium sze
enterprses to access the market The sunv e

craaton It is not on ctor

“howed cleardy that the unemployed see
govemment ntegrally molsed 1n

pea job creation mitiat

Tinally, the report does shed bight on
how the vanous labour laws are affecting
the tabour marhet [t s clear that these
1aw~ are not being implemented or even
considered 1n the informal sector

The report has come under some
cnticism fram ¢conomists 1n terms of
statisucal design Dunng a presentation,
UCT economust Haroon Bhorat questioned
w hether the unemploy ment rates had
been captured properly This relates to the
importance of staustical methodology and
design i houschold suncys Other 1ssues
under scruuny include the population
estimates (which could impact on budget
allocations), the timing of the survey and
design of the questionnarre,
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Why still secrecy around
directors’ salaries?

alls by the King Report on

Corporate Governance for

compamies to reveal the salaries of
directors goes unheeded. It remaias an
area still shrouded in sccrecy

Some concerns have been rused
around the King Report's
recommendation n its second report for
companies to ‘provide full disclosure of
director remuncration on an individual
basis giving details of earaiogs, share
optioas and all other benefits'. Concerns
range from the fact that this would violate
a director's individual nght to privacy,
could put the director and his/her family
at risk because they will become targets of
kidnappers and better paying conpanies
could poach senior staff of lower paying
companies.

Another concemn mised by Lot Ndlovu,
the cluef executive officer (CEO) of
Peaple’s Bank, 1s that disclosing earnings
of directors would demotivate ons of
black people. There 2iee not enough black
people delighting in the fruits of the free
enterprise systean These revelations are
not likely to mise theie confidence i the
system’

General trends

The lack of trmspacency arouad dicectors'
fees was denved from a sunvey of 80
companies Excentive directors’ carnings

are up by 23% from 2000 from an aver;
of RT 511 323 for 200010 an average of
R1 859 626 for 2001, This is almost three

Managers complain that
workers continue to demand
bigh wages. The Labour
Researcl Service investigates
wbhat directors are being paid
and looks at the continued
Jailure of companies to disclose
director’s salaries.

times higher than the mate of inflation,
more than 12 times higher than the rate of
economic growth (GDP),and threce times
higher than the increase of losv paid
workers. The carnings of non-executive
directors have increased even more from
an average of R120 091 in 2000 to

R1G2 008 in 2002 - an increase of 35%

In a context of an cconomic slowdown,
retrenchments and rising inflation due to
the depreciation of the domestic currency,
the growth of directoes’ earnings reveal
that they have managed to insulate
themselves from these effects and secured
their own personal laterest.

Company performance, measured by
et pre-tax profit has improved between
2000 and 2001 by 30% Dircctors”
increases therefore, compare well with
this improvement, Many companies are
ering better performances due to

retrenchments, meaning that thedr wage
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Billss dechimng In distrbutive terms,

worhers are ler portion of

the profits w cen directors and

sharcow ners increase thar lot

Increases per sector
A suney of increases in food & beverages,
retan] and hanking rereals that while the

increase of executne directors’ carnings in
the retail sector 1s moderate (1440

company performance had decs

sed by

6% from the previous year Nonexecutn e

directors’ nereases are much h
55%
In banking and food & bererage the

her at

percentage increase for executive
directors 1s less than the snerease of pre-
tax profits between 2000 and 2001 Non-
executne directars, how e er, got a
higher increase of 23% in both sectors
While directors got a higher snerease
than workers did in retal, it was 2%
lower in banking and food &

beverage.

JOW ESLEArDErS ITC 10 CONSMTIIN
e

ion and

This corresponds to the

cctors with

highest and lowest merage mimmum
wages Construction worhers and worhers
ge of K13 616
and R16 201 respectnely while workers in
the service sector get R22 436 annually

in retarl get an anoual w:

Relation to exchange rate
According 10 the Resenve Bank, the
exchange rte was quite stable 1o the first

Il of Tast year compared o the 12

weighted average drop and ;
against the USS in 2000 a;

n 18% drop
nat the US!
2000 The weghted average dechne was
only 0,2" for the first half of 2001 and the
exchange rate with the US$ dechined by
6" over the same period

Ta el

fourth quarter, low ever, the rand
depreciated sharply aganst (he dollae and
other major currencies (an annual 107

Companies paying the highest average per
executive director for 2001

When companng the @uo of a
mimimum worker's swage to that of

the execuuve director’s carmngs, a
buge gap n ncome exists in all
sectors An executne director’s
income is 103 tumes that of a worker
in retad, 63 umes in banking and 53
umes in food & beverages

Top and bottom earners

Company Year | Average executive
director earnings

Datatec 2000 3250000
2001 10 250 000

Alexande: Forbes 2000 4 0600 000
2001 6 000 000

Investec Group 2000 3000 000
2001 5128 900

First Rand 2000 6 200 000
2001 4 845 667

There 15 a definite unevenness among.
companies regarding directors
salanies Same companics pay

executive director for 2001

Companies paying the lowest average per

extremely high salarses - over RIOm
in the case of the CEO of Ol Mutual,

2 hfe assurance company - while
others are far below the merage of
R1,86m (less than R300 000 for
Argent Industral, an engineenng and
construction company

The tables indicate that the highest
carners arce in financial and
informauon technology while the

Year | Average executive
director earnings

Wilson-Bayly Holmes | 2000 235000
2001 257 oo

The House of Busby | 2000 249 500
2001 321 167

Sage Group 2000 550 889
2001 513222

City Lodgs 2000 490 600
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depreciation agrinst the US$).This means
that directors’ carnungs in South Africa will
fall relative to earnings of directors in
major economies but they are more than
compensated by the whopping 85%
inceease the previous year

Itis also important to note that the
numbcr of South African companies listing
on the London Stock Exchange and
elsewhere has grown in the past four years
and directors now get paid in hard
currencies The effect of the depreciating
rand an workers, who get paid in locat
currency, bue still have to pay for the
increases in imported goods will be
prave.

Rise in inequality
While the South African government and
business leadees claim that much has been
done since the democratic transition in
1994, the fact is that incquality and
poverty has increased since then

The Gini index reflects that South
Africa s among the countrics with the
highest levels of inequality in the world
with a Gini index of 59,3 This is higher
than Zimbabwe (Gini index of 56,8) and
Nigeria (Gini index of 45); twice as bigh as
the UK (Gini index of 32) and on par with
Brazil (Gini index of 60). What this means
is that 46% of total income goes to 10% of
the population (highest carners) while
1,1% of total income goes o 10% of
the population which are the towest
carners

The chagcter of this incquality has
lheen changing since the 1970 Then,
whites acconnted for 71% of personal
income and Africans 20%. 8y 1990 whites
accounted for 5 4% and Africans 33%. Tt is
important ta remembee that whites make
up only 12% of the population while
Africans make up 78% so (hat as long as
mare than 12% of income goes to whites
and less than 78% goes to Africans the
racial inequalitics continue to graw, The

increase in inequality, according to the
South African Survey, is due largely to the
growth of unemployment, which has risen
by 59% between 1995 and 2000.

But South Africa is not unique.
According to World Bank president James
Wolfensohn, ‘half the world's population
lives on less than $2 a day; 80% of the
global population has only 20% of global
gross domestic product; and wiathin each
country there is 1 massive imbalance
between the rich and poor’.

Robert Wade, a professor of political
economy at the London School of
Economics,also argues that global
incquality has been increasing since the
industrial revolution and has speeded up
in the last two decades. Income of the
worlds poorest 10% dropped by a quarter
and income of the worlds richest
increased by 8%.

The existing gap between directors’
carnings and workers' wages' coupled
with ttie fact that directors’ earnings are
ncreasing faster than workers’ svages only
entrenches and deepens inequality in
South Africa The deepening inequality
places a big question mark over the ‘trickle
down' theory that cconomlc growth will
Iead to Job creation and thereby reduce
poverty and inequality

[t is becoming increasingly cleae that
inequality is holding back growth. If South
African wotkers were rewarded with
i to their di
consumption spending would go up and
the ceanomy would therefore be
stimulated 1o mect the basic needs of
people. This would reduce the growing
levels of poverty - estimated to be
growing by 2% a year.

This s an edited verston of the report
on dirctor s fees compiled by the Cape
Town-bused Labour Rescarch Service
Tor a full report cantact the LRS

(021 447-1677
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Cosatu loolks at the
food security crisis

ood price increases are devastating
Ffor the working class The poorest

houscholds spend over 50% of therr
ncome on food (and 16° on maize alone)
Since food makes up such a hugh share of
spending for working people, mpid food
pnice increases mean lower hving
standards

The food price idex case 1 4% @ the

year to December 2001, compared to a
rise in non food prices of 3,0°% (The prices
of muaize and other basic foods have nsen
even further since then Altogether, the
maize meal price to consumers has more
than doubled 1n just over a year ) This
occurs n a situation of growng
malnutnion coupled with the nsing
numbers of people hving with HIV/AIDS
Nutrition and maintaining a good diet 15
cnitscal for those Iinving with the disease
(seep72)

CPI and low income earners
The price index for the low-income
groups rises far more rapsdly than the
averall consumer price index (CPI) Tor
houscholds carning under about R2 500 a
month, the CPIin the year 1o December
2001 rose by between 8% and 9%,

. compared to 6% for the very highancome
group, and 6,5% for the overall CPL

Causes of food price increases

Policics 10 end the disproportionate rise in
foad prices and the food secunty problem
must address a number of underlying

South Africa is facing a crisis of
rising food prices and food
insecurity that is negatively
affecting the poor and lou-
income carners who spend
more than a third of their
inconte on food. Eric
Watkinson and Neva
Malkgetla outline Cosatu’s
demands in this regard.

causes Low-supply and the deprecation
of the rand are not necessanly the causes
of the nsing maize price. Instead, defects
in the relevant markets due primarily to
speculatye pricing and concentration of
ownership could be a key factor This
situanon s aggravated by inflexible tanffs
and the farture to pass on VAT 7¢ro rating

Maize prices
Invesugation of the mauze price suggests
that the maia problem hies in unjustified
mport-parity pricing based in part on
persistent official underestimates of crops
Contrry 1o perceptions created n the
press, there 15 no maize shortage in South
Affica and iherc is no need to impon thys
year Despite the reasonable maize crop
this year, speculanve estmates appear to
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have exaggerated regional maize needs
and underestimated the overall harvest.
These esumates of high demand relative to
local production led to an increase in
futures prices and were used 1o justify
impoct-parity pricing

Speculation that the overall harvest
would be low added to the price burden,
In the 200072001 marketing year, crop
estumates by the National Crop Estimate
Committee rose by 10% from the start of
the season to the end. The
undercstimation of maize harvests
ultimately benefits producers and brokers
relative to millers and consumers For
every 1% underestimation in the maize
crop there 1s 2 6,71% inceease in the maize
price.

The underestimatioi of muaize

Its s

harvests

responsible for inflating brown bread
prices.

Structural factors
High food prices are in part associated
with lower investment in agriculture and
stagnant production They are also celated
to concentration of ownership in
production and processing as well as
formal retail, and inefficient retail in the
townships and ruml areas

Since the mid-"90s, there has been a
substantial decline in agricultural
investment. The decline in agricultucal
investment has been more severe than in
the ecconomy as a whole. The agricultural
decline has been associated with growing
differentiation within commercial farming.

The formal retail sector is also highly

et with effective i

by three supermarket chains. This level of

tety b
producers and brokers relative
to millers and consumers. For
every 1% underestimation in
the maize crop there is a 0,71%
increase in the maize price.

in production and
distribution gives rise to concern about
price collusion and profitecring.
Concentration of owaership may also
explain the high peice increases in dairy,
where smaller Jocal producers have been
displaced by a large forcign concern, This
situation has been associated with

VAT and tariffs

‘There appears to be inadequate flexibility
1n the malze tariff, aggravating price
increases, The maize tanif( s currently
around R137 a tonne, or about 6% of the
price

COSATU is also concerned that the
benefit of VAT zeco rating on basic
foodstuffs Is not bemng passed on to
consumers “That means producers ancd
retail chains are profiteenng at the cost of
the poor. This sltuation emerges from the
fact that in most shops, brown bread,
which is VAT exempt, costs the same as or
more than white bread. it is not clear
which part of the industry chain is

it ial job losses in the dairy sector.
According to the Survey of Total Earnings
and Cmployment, a total of almost 7 000
manufacturing workers have lost dary
jobs since 1991,

Twally, retall prices in poor communities
are comparatively high because of the
dependence on poorly organised and
resourced micro-traders wath relatively high
mack-ups over the blg retal chains. Mack-ups
in calés and spaza shops arc about twice as
high as in the supermarkets

Policy implications

The negatve trends in agriculture seem
related to a stirong ideological
commitment to freeing up ageleultueal
marhets, except for support for land
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reform and smallholders In most
mdustriabised countries, the government
makes some effort to stabilise prices for
staple foads, usually through a system of
stochpihing This type of pohicy responds to
the need 1o manage the vaganes of the
weather so that food inflation does not
have a devastating tmpact on the poor
The recently publishied Strtegrc Plan for

South African Agricultine (2001) docs not,
however, point to ths approach Food
secunty and employment creation are listed
as 115 aims but no other mention 1s made.
Instead. focus s gnven to ensunng that
“Marhet forces [are) to direet business
activity and resource alfocation’ Itis
nteresung to note that the task ream

. Rorking on the strtegy inclided business
and government representats &, but no one
from consumer organisations or labour

Proposals and way forward

Cosaty has recommended the follow g, in
Iine with proposals made in the

Reconstruction and Deselopment

Programme (RDP) around food

securty

2 Government should develop a clearer
vivion for the role of agneutture and the
food industny in the cconomy That
means defining sts expected
contnbution 1n terms of foad secunty,
¢mploy ment,ansestment 2nd output
for this purpose, Cosatu has called for a
tripartite Tood Secunty and Jobs
Summput by the end of 2002 w hich
would look at how the Agncultural
Debt Management Account is used
There 1s now R1,2bn in the Account
that was collected from indebted white
farmers, many of shom have liquidated
A propased Faod Security Bl should be

drafted which will admimster the

of monues 1o approved
food sccunty projects

Q Nedlac consutuencies should agree on
w2y to support food secunty at the
household Jevels Tius coutd be
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achicved in the following wvays:

By expanding school feeding schemes,
and extending nutrition schemes to
other vulnerable groups, such as the
homeless and people with HIV, either
through direct provision of food or
food-stamp programmes.

Ensuring strong measures are tahen to
ensure the benefits of VAT zero rating
are passed to consumers

‘The implementartion of more effective
welfare grants, including a Basic Income
Grant and the full extension of the child
support grant, without a means test.As
part of this, we need to accelerte
improvements in adminstrative
systems, in particulac around the
provision of ID books aad the chitd
support grant. [n addition, state social
grants (especially the old age pension)
must increase relative to cost of it
for the poar, not the overalt CPIL

* There must be an urgent

agricultural tariffs that will be more
responsive to short-term changes in
local production and regional demand.
The system stiould easuce a six-month
review, with public hearings, on the
tarilf system for staples, especially
maize.The tariff system should then aim
to protect stable local production while
guarding against excessive increases in
the prices of staple foods.
Statistics South Africa should release
electronic data for the prices of each
product in the CPI basket from 1997
onwards. In addition, it should publish a
‘people’s CPI' weighted by population,
not consumption
O In the longer run, South Africa must
support more regional and domestic
maize production in order to reduce
the foraign-exchange cisk.This could be
achieved by developing vigorous and
effective programmcs to support maize
ion in nei countrics

nto prcing practices i maize, milling,
dairy and meat production and food
retaiting This investigation should
explore the impact of the market
structure and any evi of coll

The government must also look at
establishing programmes to ensure
morc stable and increased maize
production 1n South Africa, especially

the crop estimates committee and the
futures macket; and how to control the
wmpact on actual prices, as well as ways.
to reduce input and transport costs.
Nedlac constituencics should support
consumer co-aps, especially in poor
communitics

The Department of Agaeulture should
setup a unit to monitor agricultural
prices throughout the production and
distrlbution chain. The unit could alert
governmient and the public to actual
and potential Increases in consumer
prices for staple foods. Monitoring must
include the futures market and ensure
regular reporting to Parliament and
Cabinet.

‘The Nedlae constliiuencies should
investigate a new procedure lor setting

by This would require the
development of appropriate crop
strains and production technologies, A
critical need is to define how
government can accelerate land reform
and support subsistence facmers, who
cannot afford to participate in the
government's current smallholder
schemes.

Nedlac should also lnitiate an—,
investigation Into food safety and food
quality moaroting systems and repoct
on progeess with staple food
forufication initintives

This is a summary of Cosatu's position
paper presented 1o Nedlac in Tebruary 2002.
The paper was drafted by Eric Watkinson, a
researcher at Naledi and Neva Makgetta,
Cosatu’s pollcy coordinator
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politics & labour

efend, advance and

consolidate the alliance

he recent public acnimony i the
tripartite alliance s a result of the
ongoing bautle 2around a
macroeconomec strategy for the country
Cosatu’s privittisation strihe, supported by
the South African Communist Party (SACP)
must therefore, be seen as the latest battle
wnan ongomg and pratracted struggle over
the 1ssue of the growth, employ ment and
redwtnbution strategy (Gear)
Howe:

era hey feature of the alhance,
especlly since the unbanning of the:
AMrican Navonal Congress (ANC) and the
SACE has been vigorons debate that
reaches a dimas just before the vanous
national congresses of the allance
partaers [n the Tun up to congresses (as in
the case of the upcoming ANC nauonal
congress), the functioming of the alhance
wsually comes under close serutny This
rather than bemng a W cakness, has been the
hey pillar of strengeh of the alliance

Challenges for the alliance
Duning an addeess by ANC national
ovecutine comnuttee (NCC) member Joel
Nethitenshe to Cosatu s central executne
ECYyon 23 Februan 2000 he
highlighted a number of factors leading to
tension an the allance. These related 1o the
fact that the ANG has a responsibility not
onl 10 the employ ed but unemploy ed
workers The snterest of the employed
must therefore, be navigated creatsely so
that 1t does not exclude the unemployed
Other tensions related 1o how detours or

commttee

There bas been a flurry of
articles in the various media
on whether the alliance should
end or not. Shiraz Ebralbim
evaluates these and argues that
the alliance will remain at the
centre of South Afvica’s political
reality, at least for the
Joreseeable futire.

compromuses were understood, the falure
1o commumcate effectnely and Cosatu s
articulation of ts support for socialism
Cosatu attitede in this regard could be
nterpreted as imphong that the ANC
government s not socialist and therefore
1he cnemy

Fhese msues underscore the ANC«
aw hwardness with Cosatu s posttion on
Gear and stite asset restructuring The
AN VICRS Canatt s positon s one of
nareow self interest wiere st scehs to fight
for integest of ws own members at the
evpense of the broadee working class [n
addibon.at views certan tendencies i
Cosatu as adventunst that could fead o
the common nun of the countny

On the other hand, Adam Habib and
Rupert Taylor (1999), Mhrahim Harvey
(2001) have arpued consistently for the
break of the alliance They argue that the
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tripactite alliance ‘was not an effective
mechanism to cnable Cosatu to influence
ANC and government policies’. (Habib and
Taylor 1999:113) They argue thac the
adoption of Gear reflects Cosatu’s inability

The ANC and government seem to
argue that the international cimate does
not provide many options in rclation to
policy matters. Inherent in this argument
is the concept of a tactical or even a

10 influence ANC policy.As a
Cosatu should combine forces with other
groupings in civil socicty and form a new
Iabour-based party in opposition to the
ANC However Habib, Taylor and Harvey
dhscard as almost non-events the influcnce
Cosatu has had over determining an
industrial relations system that favours and
protects workers.

Aside from influencing labour market
policy, Cosatu provided input to policies
on public health ¢n particular primary
heath care, land, abortion and many more.
The deliberate downplaying of these
issues by the writers indicates their
mability to understand the relationship
between the theee alliaace pactners and
their refation to government.

Tactical compromise or
paradigm shift

The adoption of Gear, these writers argue,
reflects that the ANG 15 on 2 road of no
return down the neoliberal path. The
recent issue of privatisation/restructuring
would probably be proof 1o them of this
view. [arvey argues this point in a recent
Labour Bulletin 25 (5) arucle. He argues
that "What determines the policies of the
ANC is not information from thorough
research on the effects of privatisation
worldwide but the demands of the
representatives of global capitalism?
Without ashing shat the alternatives are
or the implications, Harvey suggests that
we should ignore the dominant social
forces in the world today. Restructuring/
privatisation might hayve certain negative
consequences for our country and there
might be other alternatives However, to
une this as an asgument that the ANC is
pursuing a neoliberal agenda is Ludicrous.

strategic o our
fledgling democracy. Sumilarly, it acgues
that Gear was such a2 compromse that had
to be made in order to stabilise the
cconomy and avoid a meltdown.

Though these views could be
contested, the question the left must ask is;
How do we ensure that these ‘tactical
compromuses’ do not become paradigm
shifts? The view of Harvey and others
suggests that the bactie has aleeady been
lost. This view is indhicative of the
simplistic understanding of the ANC and
the nature of the alliance.

A labour-based mass party: An
infantile wish
The arguments by left and right
commentators are based on the view that
the consolidation of demacracy in South
Alrica is dependent on a strong
opposition. The ANC is seen as a dominant
party and that such dominance could
undermune the consolidation of
democmcy as a resule of arrogance and
total disregard for the constiution, In
adldition, it is argued that the opposition to
the right of the ANC js weak and is no
for the

Cosatu is the only credible alternaove.

‘These arguments tend to define
democracy in exteemely narrow terms.
Democracy and its consolidation are based
on more than simply an opposition
O'Donnel and Schmitter arguc that

i of Ticl:
implics tiat a party that wins a majority
vote In an election will not use its power
to permanently exclude others, The
maaner in wihich the ANC has used its
two-thirds majority is Instroetive on this
point.
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Those who propose that Cosatu should
form a broad labour party scem 1o gnore
the difficultics of contesting the ANC 10 an
«lection Varwus academics point o the
fact that even the *forces to the nght of
the ANC', who are pow erful because of
their control over hey elements in the
economy, find 1t <ifficult ta compete with
the ANC How much more so would
the left. Ultimately, such an attempt
would only fead to the margmiliation
of the Ieft in general and Cosatu in
particular

The ANC is not the party of world
capitalists On the contrary, it seehs to
grapple wath the issues of the day in a reat
way nstead of holding on to some
historical dogma. Some might not always

agree with the tactical and strategic
positions and posturing of the government
or the ANC Howeser, this i no way
should lead to a conctusion that the
organsatnon has sold out its revolutionary
character in favour of a neoliberal agenda

Southall argues for a more corpomtist
type of engagement betw een Cosatu and
the ANC. He argues that the tripartite
alhiance represents a‘strategic
compromise” berween competing
tendencies within the hberation camp
(2001 35)

Cosatu’s former general secretary Sam
Shilowa,in Labour Bullettr 21¢2).
disagrees and angues that the allance is
based on a transformatise platform that
ams to democratise the country, In this
regard it 1 not formed on the basis of
compromise but mther on the basis of
commonahity. This constitutes a
fundamental difference 1o a compromise.

.based alliance, swhich is as a result of some
form of stalemate. In such an altiance
parties come together and negotiate for
their particular interest On the other
hand, in an allance based on shared

eals,and vision, the parties
voluntanly and delberately choose to

cooperate with each other

ComMOortint arangements 10 a socicty
the wize of ours 1n the present
internanonal context might he
appropriate especially for labour, but such
armangements should be based on securing
the national nterest of the countrny

Restructuring/privatisation

One af the ey challenges confronting the
allince at ths stage 15 how 10 manage the
differences around the restructunng ol
state assets Aside from differences over
defintions, s the clum by Cosatu that the
ANC in its election manifesto as well as it
Recomtrictinn and Development
Progrmme (RDP) document made no
reference to privatisation (Makgetla

2001 17)

One of the key challenges
confronting the alliance at this
stage is bow to manage the
differences arowund the
restructuring of state assets.

Inherent in this assertion by Makgetla s an
accusation that the ANC has sold out to
private capital If the definiuon of
privatisatton as implicd by Makgetla and
Cosatu s correct, one mught lean towards
such an accusation However the ANC
pohcy documents‘Ready 10 Govern’,"The
RDP ,and the "Mafikeng Conference
Resolution’ does indeed gise government
the oprion to decide, on the balance of
cyidence, on the role of the state and
povaie capital i the economy The 50th
conference resolution states 'The
restructuning of state assets is an integral
part of the transformation of the:
cconomy ‘(online) As a mater of fact the
mamfesto argues that the public sector 15
the preferred deln erer of services, but in
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no way suggests that it is and will be the
only deliverer of services.

In or out? - That is not the
question

The alllance continues to be a very
significant feature of the political reality
despite many wish-fulfilling predictions
about its ‘imminent demise’. Harvey argues
1 the Labour Butletin 25 (5) that Cosatu
should break from the ANC-led tripartite
alliance and form an independent workers®
party. This argument 1s not new and can be
traced back to the mid-1980s dunng the
height of the workerist-populist debate.
Sinular are now ing from

struggle for nauonal democratic

Perhaps, most si
has been an important shift in attitude
within Cosatu, where the continuation of
the alliance has always been the subject of
some debate, Over the years, worker
delegates have argued that the debate is
not about whether we have an alliance,
but how that alliance should be built and
hiow it should function.

‘The ANC too in its recent ‘briefing
notes' document to the NEC called for the
alliznce to be built. Cosatu at a recent
political school for its CEC resolved that:
*The alliance represent an historic

some of the present day ultsa-leftists.
Harvey argues that the differences over
privatisation are so sharp that 'the end of
the Cosatu-ANC allance is imminent’,

Harvey says Cosatu can only expect 1o
gain insignificant ‘concessions’ from the
ANC on privatisation as it 15 tied to the
Internztional Monctary Fund (IMF) and
World Bank. Harvey scems to ignore one
fundamental aspect of the tripartite
alliance ~ the alliance partners benefit o a
greater or lesser degree by their
parcticipation in the alliance.

“ITic concept of such an allance
based on the principte that chic breaking
up of the alliance can and will only lead to
the collective weakening of cach
individual component Harvey thus fuls to
take note of the fact that Cosatu benefits
Lrom the alliance as it assists in
legitinusing the federation as a

y trade union e
ANC and SACP on the other hand benefit
from Cosatu in that it provides them with
an anchor in the base of the organised
working class,

n the wlteemath of the privatisation
strike, eacls component hias continued o
insist an thelr commitment to the alliznee,
All three e loeated this alilaace in the
<ontext of a proteacted and ongoing

block bringing together the
national hiberation movement which leads
the NDR - the ANC, the vanguard party of
the working class, the SACP and the
revolutionary trade union - Cosatu, We
recommit ourselves to building the
political centre that draves the
transformation project in South Africa, The
SACP on the other hand ‘affirms the
importance of our alliance' in a recent
Politburo discussion document. These
comments by the alliance partners imply
not only the continuation of the alhance
but the need for it to continue.

‘There are arguments for the alliance to
take a new form Such form should not,
however, undermine the content of the
alliance. It must b noted that some of the
clements that lead to rising tensions ace
more often than not from administrmtive
blunders in convening alliance meetings
and/or internal platforms which could
Jead to constructive debate.Aside from
this, the concept of consul

fon needs o
be understood by all What constitites
consultation? What 1ssues should form the
Dbasis of consultanon? How do we resolve
differences without undermining the
organisational integrity of the three
organisitions?

‘These are some af the Iysues, retating to
the operational functioning of the Wllance
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that need to be sorted out. Central ta this
15 0ot just the agreement on a way forward
but «'s implementauon This 1s one
clement that is missing every ime.

As the leaderin the allance, the ANC
has a responsibility to provide a leadership
role, which will umte mther than dnade
members Such leadership must not be
exercised as dwine intenvention but as
part of a collective that secks to honestly
find solutions The leadershup cole of the
ANC is not questioned, but this does not
mean that the other parties are junior or
subsenient to the ANC Tts deeisions, as
Ieader in the alliance, are not antomatically
binding on the other two components
Nor should 1t be the case that certain
palicics are nat open for discussion

Conclusion

The debate unleashed by the anu-
privatisation strike is not necessanly a bad
thing 1t is clear that there are very senious
differences betw een the alliance partners
Whilst the debate is vigorons, and it
<hould be. it does not reflect a desire on
hehalf of the parties to spht

At the heart of the debate is the 1vsue of
strtegies and tactics 1n pursuance of a
common objective. The tripartite allance
must concede that the terrain on which
the alliance aperates is not the same as
duning the pre-1994 penod The character
of all three clements of the alhance has
also changed and will continue to change.
Itis during this penod that palitical

devod of personal cs,

must trrumph This is especially so in the
face of opportunistic attempts by forces
on the left and nght of the alliance to

g break it up
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What is the character
of the ANC?

predisposes the organisation to resolve

questions by discussion and agreement
and give and take, or does the ‘broad
<hurch’ concept also entail decision-
making processes that amount ta
unilatesal decrees?

Is 1ts *broad chureh’ character one that

There seems to be an assumption
especnlly since the resolution of the
apartheid conflict through negotiations
that this method is and has always been
the preferred ANC approach for dealing
with conflicts within and outside the
organisation

Certainly there have been many phases
©of ANC history that have reflected a desire
10 talk, to negotuite to meet and discuss, to
call for the holding of nationat
conven

ns for resolving differences. It
may also be true that this was a method
preferred over armed struggle and that
armed struggle was embarked on
celuctantly after all avenues for peaceful
action had been elosed in the late 19505,
Dt even this may need 10 be qualified.
Nelson Mandela and Walter Sisulu were
already discussing the possibility of armed
struggle, around 1953.When Walter Sisulu
visited China he ageeed to Mandela's
request Lo investigate the possibility of
future spport in the event ol armed
struggle, The Chinese respoase was not
what had been hoped Mandcela reports:
“Walter came back with encouragement
but no guns'!

1t svould be a mistake to see the ANC

Raymond Suttner looks at the
inherent cultural features of
the African National Congress
(ANC) and whether it is in its
nature to negotiate within the
organisation and with other
parties?

(or all sections of the ANC) as inevitably
committed to negatiations over other
ways of resolving problems. Whether or
not that route has been chosen over
alternative ways of dealing with problems
has depended on a cange of factors These
have included swho at any particnlar
moment have been seen as allies and as
antagonists/opponents/enemies and what
weaponry (used metaphorically or
Iiterally) has been deployed on each side.
And the same parties may have been
trnsformed from allies into enemies or
antagonists at various times or oscillated
between a variety of categories at the
same time. This is true of its relationship
with the South Alrican Commuaist Party
(SACP) and Cosatu and also the New
Nationatist Party (NNP) and the Inkhatha
Freedom Party (FP).

That condtionality can be seen from
the earliest moments of the organisation’s
history. In a sense, the ANC was formed
alter the defeat of the militacy option - the
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carly tribal resistance ta conquest The
ume of the spear was over

This came 10 pass - the country
penshed But the struggle was not over,
had only stufted fram a plnsicat to an
atellectual plane Cducation was the new
weapon, the intellectual the aew warrior A
correspondent of the Isigrdini,
commenung on the African’s suffening
vader the wnte man's rule, suggested thay
the spear’ was not the solution “No, he
saud,"we have toed and fufed The only
solution 18 learning and know ledge T mean
that kind of knowledge that will makes us
realise that cach one Iines for all. **

It was now the tme of the people witl
leacrung, for them to peovide leadershup in
the new conditions after Union And the
phase of political acuvaty that opened up
11 1912 was one nhere the ANC faced a
consohdating white nauonal entity. wlnch
had been handed power by the Baush On
the other hand, the nes y formed
organisation also engaged the Brinsh It
sent numcrous deputations and pettioned
the former colonial power Lo intenene
Some writers have depicted the early
ANC's appeals 10 Britain as mnk paivete
But the Australian histonan, Peter Limb,
has argued that a closer reading of many
of these statements reveals an clement of
1rony 1n the appeals to Emprre and Bnush
morality *Tacucally, it may also be that the
appeal 1o Britamn should be read as an
attempt to pit one force - the departing
colomal power against those who were
percened as the real enemy, the local
settlers,in effect the practice of ‘divade
and rule'in reverse,

This early expenience provides
clements towards understanding how the
"ANC has related or the range of
relatonships st has tended to have with
organisations outside of its immediate
ranks In the condinons immediately after
1ts founding, there swas no way that the
ANC could take an the Union government

muliaridy Adnutiedly, its leadership was
also predisposed towards

m ' It had to b,
forces that were respected and cffective in

c B

the condinons ol the ume This explans
the attempt 1o build an organsaton
comprisng both the newls emerging
professional elite, as well as a house of
chiefs The fatter was modelled on the
House of Lords

As the struggle unfolded, tes form of
nteriction with the local colomal blac
and Brtdin proyved ncreasingly
unsuccessful But petitioning and attempts
at negotatng were not the only form of
engagement over thiy period One of the
most significant was the women's ant-pass
protests in Bloemfoniem in 1913 ¢

Although 1t wias not a systematic part of

Congress activaty, sporadic mass action
was a repeated feature over the carly vears
Also, there were times, as i the
prestdency of Josth Gumede i the late
19205, when the polities of deputations
and pettioning came under challenge

The man strategy of the time, however,
was to protest and pention the authonties
for redress of Afnican grievances, in some
way« akin to modern negotations, though
the relationshup reflected a grossly
unequal balance of power

In the 1940s there emerged a
substanual entique of ths approach, in
parucular from the ANCYouth League,
whose programme of action became the
programme of the organisauon as a whole.

The ANC leaders, Walter Sisulu then
secretary-general and himself a hey Youth
League figure,and president-general Dr J$
Moroka wrote a Ieter to the prime
menister, as a prelude to embarhing on the
1952 Defiance campaign The letter, which
was in effect an ultimatum,is, nevertheless,

an interesting dlustrauon of the
simultancous contnuitics and
discantaurties n ANC discourse and
approaches While about to embark on the
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first significant and direct challenge to the
regime, the letter referred to the constant
cfforts to engage the government.
However, unless the government repealed
specified faws, before the end of February,
the Congress would embark on its
Defiance campaign.$

Engaging atlies and opp

“...Your heroes are ours Your victories,
those of all the oppressed.”

1f there were differences berween the
parties these related mainly to the long
term. In the immediate context of their
focus, overthrowing the regime, there
appeared to be few differences. In
addition, there was a great deal of overlap

All that is part of a long history of
escalating resistance. The regime is no
morce although the legacy of apartheid is
still with us The alliance that was
consolidated tn the decades after 1950 is
still around, but with periodic cruptions of
extreme tension or hostility. Is 1t
outrageous to ask whether the
camponents of the tripartite alliance today
relate to one another simultancously as
allies and opponents or even encmies?

A short time back this question need
not have been asked It was clear that in
the period of ilegality the partners,
initially Sactu before being supplanted by
Cosatu, the ANC and the SACP related to
one another as partners and comrades-in
arms Thus, the late ANC President Oliver
Tambo said at the SACP's GOth anniversary:
“We hail the SACP in the name of [the)
contingents of our acmy of liberation
which together with the SACP comprise a
fighting alllance that represents the power
of the South Aftican revolution in the
making.

‘... We applaud your achievements, for
thie SACE has not only survived, but is
taday stronger, and increasingly makes
more significant contributions to the
liberation struggle of our people.

*The ANC speaks here today not so
much as a guest invited to address a
foreign organlsation Rather we speak of
and to our own. For itds a matter of record
that for much of its history, the SACP has
been anintegral part of the struggle of the
African people agalnst oppression and
exploltation in South Afelca...

at ip level between the ANC and
SACPE. Al three components of the alliance
spoke a similar fanguage, in speeches
peppered with Marxist terminology and

i and often itali:
and pro-socialist orientations.The foreign
policy inclinations also converged. The
ANC, for example, 1ssued a statement
supporting the Soviet/Warsaw pact
intervention in Crechoslovakia in 1968.

But all of this changed with the collapse
of the former socialist states and the
unbanning of organisations In South Africa
in 1990 Previously membership of the
Communist Party had been an advantage
in the liberation movement, comprising
what were described as ‘the most
advanced cadres’. This was no longer the
case in a period where the ‘government-in-
waiting” had 1o engage with capital. Neacly
haif of the natianal leadership of the SACP
allowed theic membership to lapse,

Thosc who left made no critique of the
Party, nor of Marxism or Communist
practices. Paradoxically while the SACP
engaged in considerable introspection and
in the process drapped certain

like
many of these remain part of ANC
doctrine.That is one reason why one hears
the wry statement (from SACP members)
‘the SACP abandoned Stalinlsm but
retained Marxism while the ANG
abandoned Marxism but retained
Stalinism.

Additionally, one still finds the usc of
Marxist methodology or terminology In
ANC circles or as the predominant mode
of lon InANC g
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ncluding that of President Thabo Mbeks

But from 1990 and especially after
199 {, there was not only a divergence of
opinions on the part of ANC,
Cosatu but a tendency for positions 1o be
derveloped unitaterally by the ANC or the
government, often speaking on behalf of
the ANC (wsthout the policy necessanly
passing through ANC structures) This was
most obviously the case with Gear

Whereas tripartite alliance meetings
had been faicly common in the pre-199§
peniod, it became more and more difficult
after 1994 for Cosatu and the SACP to
«ecure meetings with the ANC There were
many occasions when mectings were
cancelled by the ANC at the Last minute

What has emerged in the post-1993
penod is that the parties relate to one
anather with little pretence of equality
This sncquakity may abways have been the
case, but now it 1s no longer a secret
understanding, but there for all to see The
ANC relates to its alliance partners more
as government than as a partner
organisanon, It 1s not clear that the ANC as
a party has a relatne independence in s
relations with Cosatu and the SACP from
the ANC as government.

Tt may be that instead of relating to one
another as partners, Cosatu and the SACP
relate to the ANC/goy ernment as interest
groups o petitioners, closer to be sure
than organssatians lshe the Treatment
Action Campaign, but nesertheless having
to appeal for consideration increasingly in
3 simitar way to these ather organisations

Fnally, there is an element of
opposition in the relationship. Cosatu’s.
macrocconomic positions and 1o a lesser
extent that of the SACP stands increasingly
in an opposiuonal relationstup to that of
the ANC.This 1s not to suggest that there
a rejectson of the overall vision, but there
are substantial areas w here constructive
interacuon no longer takes place and the
resultant policy 1s sufficiently

unacceptable for Cosatu (and €0 a lesser
extent the SACP) to relate to government
(and ANC 1nsofar as the organmsation
follows government) in an oppositional
form

Perhaps all of this s less a revelanon of
a new reality but a fasfure, especially on
the part of the SACP to recogmse that its
much~aunted influence on the ANC was
Tess substannal than many believed 1t may
well have been that the price of the
SACP s close allance (o the ANC dunng
the exile penod, presupposed the

¢ and g

status of the Party

In spite of all that has been said, all
parties 1o the allance clum ta want and
need the allance to continue Bue what
does one mean when one says that each
partner needs the allance or wants it to
conunue at ths stage? In fact, no scction
of the alliance 1s monohthic Wiile the
ANC 1 often desenibed as a'broad church’
both the SACP and Cosatu also bear
clements of this character One of the
features of the broad chureh’ concept 1n
politics 1s that there 1s often a tendency to
phrase policy posiuons in generahiscd
terms, sufficiently wide for distinct
tendencies to give disergent
mterpretauons One finds tis wathin the
ANC, though current centralising
tendencies 2im at miminusing jts effect.

But within the SACP it is perhaps more
publicly evident While the ocganisation
unites betund a progrmme for saciahism,
many of its scruor members are
government minters, in the forefront of
recent attacks on Cosatu Gemldine Traser-
Molchen, deputy chair of the Party and
AMimster of Public Services has taken to
lectunng 1he unions and advising them to
read Lenin on the dangers of infanule
leftism’. Although not as confrontationst,
Jeff Radebe, Minister of Public Enterprses,
also a member of the Party Central
Committee was the mam target in last
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year's anti-privatisation strikes and
engaged in public attachs on Cosatu
Within Cosatu the commitment to the
alliance 1s not universal Every year sees
‘which call ( = y) for
withdrwal from the alliznce. Some unions,
like the South African Mumicipal Workers
Unton (Samwu) have in their leadership
people not very warmly disposed to the

ANC or to concepts lihe ‘national
democratic struggle’. While the federation
15 committed to the alliance and many
members are active in the ANC, there are

nevertheless undercurrents, which have
for some tume been in favour of breaking
the Iink

A factor that militates against splits is
the continued and considerable overlap in
membership between the organisations,
especally the ANC and SACB at cvery level
of their organisations. To speak of a schism
in the relationship is thus to speak of a
split berween components that overlap

Even this does not mean thae cach

supports the il

‘without qualiication. Cleacly, a point may be
reached where one or more than one

component of the albance believes that
what they giin no longer outweighs the
disadvantages Such a decision would yery
cly lead one component to decrde that
membe:
membe

hip of onc arga n precludes
tisp of the other Atthough it is hard
10 visualise this happening immediately,
there is already repeated reference in the
ANC to dual loyalties on the part of SACP
leaders who are also in the national
Ieadiership of the ANC.

Tnally,if there have been tensions in
the afliance over the last year, and
especially between Cosatu and the ANC,
the fault cannot be placed exclusively at
the door of the ANC. Some of the
statements of general seeretary,
Zwelinzima Vavl and president, Willie
Madisha suggest an ANC'shift to the right'
as an accomplished fact, instead of

tendencies that are open to contestation.
They have also sometimes given the
i ofa i to

i i cludi iations. This

is incompatible with working towards
agreed positions.There needs to be a

swillingness to engage and debate
differences on all sides, if the alliance is to
survive 1n 2 meaningful way.All partics
need to be prepared to end the
mudslinging and labelling and tey to build
a new framework, owned by all parties to

the relationship.
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workers’ live

Beflter benefits beat
blue card blues

he Unemploy ment Insumance Fund
I (the Tund’)y provides some relief 1o
worhers who suddenly find
themseles unemployed The Fund also
provides benefits to workers (who have
paid UII" contributions whilst employ ed)
who become 1ll, pregnant or adopt
children under twa years and to the
dependants of worhers who hasepassed
away
As from 1 April 2002, the Fund falls

under the new Unemployment Insurance

Act, 63 of 2001 This new Act replaces the

Unemploy ment Insurance Act, 30 of 1966

In general the new Act improves the

benefits available ta unemployed people.

Q The scope of employces covered by
unemployment msurtnce has widened.

A Domestic and seasonal worhers, who
previousty were not eligible for
unemployment benefits will be able to
apply for unemployment benefits (@s
from 1Apnl 2003)

2 Gender discrimination has been
remoyed by separating matermty and
unemployment benefits (previously iof 4
pregnant worker recen ed maternity
bencfits fram the Fund, this would
reduce her entitiement to
unemployment benefits)

"0 There 1+ a graduated/progressine benefit
scheme providing for higher
percentage payments to low income
workers and lower percentage

The new Unemployment
Insurance Act comes into effect
Sron: April 2002. Daiwon Norton
looks at what this will mean
Jor the unemployed.

payments to gher income worhers (a
range of betw cen 607 of income
replacement for low come employees
and 30" for tugh income employces 1s
Iikely to take effeety

Stricter enforcement and comphance
measures have been introduced to
compel employers to make UIF
payments and to correctly disclose

o

about thewr empl

wages

The old Act

Under the old Act unemployment benefits
were only avalable to contnbutors
carming below a spectfied amount (this
amount was R97 188 per annum) Benefits
were calculated at 5% of the
contnibutor's normal weehly carnings
bascd on the last weekly wage An
employee must have been employed for
13 weeks durng the last year before the
cmployce qualificd for benefits An
employee was entitled 0 one week's
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benefits for cvery six weeks of
employment as a contributor to the Fund
The maximum benefit an employee could
receive was 26 weeks 1n any period of 52
weeks

The new Act

Coverage of workers will be extended to
employees carning above the current UIF
annual income threshold of R97 188 (or
R8 099 per month) Furthermore, coverage
(as from April 2003) will extend to
domestic workers and scasonal workers

i The ition of
‘domestic worker' includes a gardener, a
person employed by a houschold as a
driver,and a person who takes care of any
person in that home A ‘seasonal worker'is
a person employed for a total of at least
three months over a 12-month period with
the same employer and whose work is
interrupted by reason of a seasonal
variation in the availability of work.

The Act does not, however, apply to
employees who are employed for less than
24 hours a month with a particular
cmployer, employees who receive
remuneratlon under Learnership
Agreements (a0 1erms of the Skalls Act),

employees i the national and o

if a person has worked for two years ina

four-year period then he or she is entitled

to 17 weeks of benefits. Previously, there
was no cap on the entitlement to benefits
that an employee could accrue although
an employee could only cliim 2 maximum
of 26 week's bencfits in any one year.

Maternity and unemployment benefits
are separted so that employees who go
on maternity leave may do so without
having to deplete their unemployment
benefits. The contributor may claim
benefits for the maximum duration of 34
weeks after being continuously employed
for four years and if a contributor has
already drawn benefits except for
maternity benefits in the preceding four
years, the number of days for which the
contrtbutor is eligble to claim is reduced
accordingly.

The amount of a contributor’s
cntittement o benefits may be calculated
in one of two ways*

Q Contributors who earn less than a
particular amount (referred to in the
Act as the ‘benefit transition income
level’ and currently set at R8 099 per
month) are entitled to a percentage of
their previous pay

spheres of government or persons who
are not South African citizens.

Instead of the current scheme of 45%
income replacement, the Act makes

provision for a graduated bunefit scheme,
Beaefits will be based on income
replacement ranging from GO% for lower
income earners to 30% for the middle and
high-dncome earners.

A contributor's entitlement to benefits
accroes at a rie of one day's benefit for
every slx days of .
Benefits are accumulated up to and limited
to 34 wecks in a four-year period A
contributor is eligible only for the amount
he or she accrues (16 2 maximum of 34
weeks in a fouryear period). l'or il

QO Contril who carn more than a
particular amount (currently sct at
R8 099) are entitled to a flat benefit.

Employces wall only receive the monthly

benefits set out in the chart If they have

worked for at least six months, Lower

Scale of benefits*

Monthly

Monthly % of

income benefits amount
R500 55% R279
R1 000 53% Rs27
R1 500 50% R754
Rz 000 48% R965
R3 000 45% R1355
R8 089 38% R3077
R10 000 30% R3 077
* fige 10
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carmng workens recene ahigher percentage
of benefits than lugher caming wodhers
Employees cammung at the threshold level or
abave recen e a flat ;e of R3 077 regardiess
af the extent 1o which thair camings aaceed
the threshold level

A contnibutor s not entitl d to benefits
for any penod that the contnbutor recened
amonthly pension from the sate, recened a
benelit for a temporary diability presentng
them from workang from the compensation
fund blished under the Comg
for Occupational Injuries and Diseases Act
(COIDA) or recensed a benefit from an
employment fund or scheme established by
a barpaning or statutory council A
contnbutor is also not entatled to benefits if
he or shie Guls to comply with the Act or any
Law relating to unemploy ment or s
suspended from recenang benefits by
making a false statement, submutting a
fraudulent application and fabng to nform a
clums officer about resuming work

The new Act retans the five statutory

benefits for reasons of unemployment,
matermity . aliness, adopnon, and
dependants on deceased conteibutors

Unemployment benefits
An unemployed contributor s entled to
unemploy ment benefits for any penod of
unemployment lasung more than 1i days
i the reason for unemployment s that the
contract of employment or the fiscd term
contract came 10 an end, the employce
was dismussed, or the employer went
nsohent

The contnbutor must fill out the
presenibed form and regaster as a work
secher with the labour centre estabhshed

. under the Skills Development Act The

application for unemploy ment benefits
must be made within six months of the
termunanon of the contract of
cmployment If the clams otficer approves
the apphication, the contributor must
feport to the employ ment office to

confirm that he/shie has been unemployed
for the penod i respect to which the
unemploy ment benefit has been claimed
and to confirm that he/she ts capable and
available for work The Fund makes
payments rerrospectnely from the date of
uncemployment. usually on a monthly
basis

An unemployed contnbutor s not
entitled to benefits if he/she fails to repart
at the umes and dates supulated by the
claims ofticer or the contributor refuses,
without good reason, to undergo truning
and vocational counselling for
employment under any scheme approved
by the director-general

It s worth pomnting out that employees
frequently do not apply for unemploy ment
benefits because they fear tis may imply
that esther they have aceepted these
dismissal or have waned thaer nght to
clum remstatement This 18 ot correct
Apphung for benefits does not
compromise a challenge to the furness or
lass fulness of a dismissal

ness benefits

A contributor s entitled toallness benefits
1f the persod of ilness s more than 1§
days The contnbutor s paid the difference
between any sich e e pay whnich the
comnbutor has recen ed from the
emplover or by way of amy other law or
collectne agreement and the masimum
benefit pavable as il the contnbutor was
recenng unemploy ment benetits An
apphcation must be made within sy
months of the commencement of the
penod of diness If the contributor cannot
lodge the apphication peesonally, the

«

ms officer may authorse amy other
person o odee the applicauon on behalf
of the apphcant The contnbutor min not
recene benelits for amy penod duning
which the contrbutor was enttted to
uncmployment benefits or adoption
bencfits or w o without good reasan
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refuses or fails to undergo medical
treatment or to carry out the instructions

contract of employment and the
maximun benefit payable as if the

of a medical or was "The

homeopath applicatlon must be made swithin six
months after the date of the order for

Maternity benefits adoption unless goad cause is shown.

A contributor who is pregnant is entitled b ey .

w© ity benefits. The P S

period of maternity benefits is 17,32
weeks (four months) A contributor must
be paid the difference between any
maternity benefits paid to the coatributor
by the employer or by way of any other
law or collective agreement and the
maximum benefit payable as if the
coatributor was receiving a benefit foc
‘ment reasons. The
who has a2 muscarriage duriog the thicd
teimester ie during the last three months
of pregnancy or bears a stillborn child is
cnutled 0 2 maximum maternity benefit
of six weeks after the miscarriage or
stillbisth Application for matermity
benefits must be made at least eight weehs
before childbirth. The commissioner may
on good cause show and accept an
application after a period of vight weeks
or extend the peniod of submission of the
application up to a period of six months
after the date of childbirth.

Adoption benefits
One contnbutor, (Je not both pew parents)
is entitled to the adoption benefits in
respect of each child and only if the child
lopted in terms of the Child
Care Act, the period that the

The sunviving spousc or life pactner of a
deceased contributor 1s entitled to

's benefits The lication must
be made within six months of the death of
the contributor. A dependant child of a
deceased is entitled to the dependant’s
benefit if there 1s ao surviving spouse or life
partner or if the application by the sucviving
spouse or life partner is not made within six
months of the death of the contributorA
benefit payable to the dependant s the
equivalent of an unemployment benefit that
waould have been payable to the deceased i
the contributor had been alive.

Appeals

A person who s entitled to benefits may
appeal 1o the Appeals Commiittee of the
Uncemployment lasueince Board if that
person is aggrieved by a decision of the
commissioner to suspend the person'’s
rights to benefits or relating to the
payment or non-payment of benefits,

An appeal must be lodged within 90
days of the decision appeated against. I0a
person iy dissatisficd with the de n of
the Appeal Comuiittee that person may
refer a dispute 1o the Commission for

was not working w.s spent caring for the
child, the child is below the age of two
and the application s made in accordance
with preseeibed requirements,

The entltlement commences on the
date that « Court geants an order for
adoption.The contributor is paid the
dilference if any, between an adoption
benefit pakd to that contributor In terms of
any other L, collective agecement or

C Mediation and i
(CCMA) for arbitrstion within 30 days of
receiving notice of the decision,

End notes

i ely thore 15 no.
of thne, such as there ts with respect to
naternity benefits of 17 32 woeks

Dawn Norton Is ant attorney at Cheaddte,
Thompson & Haysom tuc,
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The bleached skeleton
of a vibrant horse

cction 197 of the Labour Relatons
SAcl (LRA) was widely behieved to

protect employees wheneser a
business was transferred to a new
employer by ensuning their employment
contracts were avtomancally transferred
to that new employer It was hoped that
this case would case 1he devastating
effects of omsonrcing on workers and
unions by bringing this practice within
the automatic transfer provisions of the
secnion This deassion, however, effectively
remon es outsourcing from the applicanon
af sccuon 197 of the LRA by drasucalty
curtathing the protection it offer: ali
commercial transfers of businesses

The facts of the case
After negotiations with Nehawu
deadloched, the Unnersity of Cape Town
(UCT) decded to outsource w hat st
termed its ‘non<corc actn tics This
involved the dismissal of around 200
worhers, many of whom were later re-
cmployed by the service providers who
concluded contracts with UCT.The union
had launched an earhier urgent application
asking that 1he Labour Court find that the
outsourcing amounted 10 a transfer of a
part of UCT » business, trade or

" undertahing This would have ensured that
the transfer of employees 1o the new
employers (senvice providers) and the
termination notices could not have been

Column contribute

The Labour Appeal Court’s
(LAC) recent decision in
Nebawu v University of Cape
Town and others comes as a
major blow to the labour
movement. Andrew Burrow
looks at bow this decision
effects the interpretation of
section 197 of the LRA.

enforceable The Lahour Couct dismssed
the application Hence the proceedings
before the LAC

The majority decision

Van Dykhorst AJA wrote for the majonty of
the court (Comre ATA concurred) The
muyonty decision 15 a sustuned techneal
nterpretaton of secton 197 of the LRA The
court found that key to understanding the
scction lay in grasping the extent to which it
changed the common law posimon It had
always been the case that an emploser could
not transfer an employee’s contrmct of
employment to another employer without
the employ consent The section
confirms tlus rule It creates an exception in
one case only namely where a business,
trade or undertakeng, or part af one,is
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transferred from one employer to another as
a going concern (what we will call ‘the
exception’)

Van Dijkhorst AJA found, however, that
because the section is sdent on the issue of
the consent or agreement of the old and
new employers, it did not intend to change
the common law position, namely that they
would have to agree that the employment
contracts entered into between the old
employer and the employees swould be
tmnsferred to the new employer. In the
absence of explicit agreement on this issue,
the employment contracts would be
terminated and there would be nothing to
transfer to the new employer

Even if we accept that the court’s
approach is the correct one, one still has
to decide how to use this tool of
interpretation. The answer to this question
depends to a large eatent on what one
beheves the focus of section 197 1 in the
fiest place. If the focus of the section is
mercly to make the tansfer of
employment contructs in the abstract
casier, then business would scem to be the
main beneficiary of the section, as the old
employer is saved the considerable burden
af retrenchment pay ments If, however, the
section, and its change to comman law
employee nights, is interpreted from the
point of view of those employces, which
seems reasonable, then the focus of the

section is clearly individual employees

‘The court, however, wrhout any
investigation of what the intention of the
leglslature might actually haye been,
arrived at the conclusion that the
exception referred to above ‘evidences
Intention on the part of the legislatare that
rmsfees of businesses as going concerns
be Lcilitated . The court’s neat task wits to
interpree the impoctant term ‘going
concern”. While the majority adopted what
would seem a gencrous interpretation of
the phrase, the way in which It then used
it ensurad that while large chinnks of

businesses could be transferred from one
employer to another, if the labour force
wits not explicity included in the transfer,
it would not qualify as a going concern.
‘The court said:'To say that there canbe a
sale of 2 business as a going concern
without all or most of the employees
going over is to equate a bleached
skeleton with a vibrant horse”.

This approach would generally seem to
augur well foc labour, especially when ane
reads a litde Jater in the judgment that
‘“When used in section 197(1) the phrase
“going concern” must necessarily include
the employees and where the seller and
purchaser negotiate and agrec on a sale as.
a going concern of a business or part
thereof, the necessary implication is that
they agree that the employces ora
material part thereof are part and parcel of
the transaction The court, however,
immediately undermined this position by
halding that the old and new caployers
could agree between themsetves
what pacts of the business would be
transfersed: ' Purchasers and sellers of
businesses as going concerns are at iberty
to define what is included in that concept.!
tt is this voluntarist etement thae wall
ensure that outsourcing and, indeed, any
commercial trnsfer of a business in future
will be passible without the statutory
protection section 197 was supposed to
provide,

Thils approach also scems artificial,
while many businesses would certainly be
described by both seller aad purchaser, as
‘going concerns’ when trinsterred, to rely
exclusively on what the two partics call
the tnsaction might often ignore the
substance of what ts takng place. White
the judge felt obliged to state that a court
would nat hiesitate 1o call what was
obviously a going concern transfer just
that M the employers concerned tried o
construct

tsham, he dhdd not consider the
manner in which vursourctng actually
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occurs in practice in this country

The following scenario is only too

common. a security department is
After the ing, the

same work is performed on the same
premises. Often, it is even the same
workers who perform the work The only
differences between this scenario and a
section 197 transfer, of conrse, are that the
worhers’ terms and conditions have been

i their
of service has been brohen and their job
security is now in the hands of often-shady
“labour brokers'.

Ttis hard to imagine why such an
example would not satisfy anyone’s
definution of going concern, but it clearly
does not satisfy the court’s, s the labour

component of the business has not exphicitly

been induded in the transfer What was
intended, and what has in fact occurred bear
no resemblance to each other But what was
actually intended? We have referred above to
a loosely stated 'common understanding' of
What the legislature meant section 197 to
achicve, as well as to what the court thaught
‘was intendud, Is there any evidence to
support cither view?

What did Parliament intend?
‘What did the legslature intend to change
and what 1s the relevance of that intention
anyway ? To start with the second quesuon, it
has been an abiding, if somewhat
contentious, presumption of our lasy that the
ntention of the isa

Lxplanatory Memorandum' which
accompanied the bill, the LRA is what we
would call a remedual statute. This means
that 1t was drafted specifically to cure
certain deficiencies in our common Jaw,
and its snterpretation is affected
accordingly As a well known writer says®
“Where a statute 1s remedial of a mischief
or gnevance it ought to be construed
liberally, 50 as to afford the utmost relief
which the fair meaming of jts language wall
allow™?

We come now to the first question what
deficiencies might the LRA have been
intended to cure? We do not need to guess
about this aspect” the LAC had previously, in
the foodgro case, found it 'quite apparent’
that the provisions of sectuon 197 ‘are
primanty aumed at the further protection of
employees’.> We can gather from this that
the problem the legslature wanted 10
remedy was the loss of benefits and job
secunty suffered by workers after a transfer
or who were retrenched outnght These
considerations were not when Lo account
by the majonry

Conclusion

‘Whale there 1s Inttle to challenge about the
court’s technical interpretation of section
197, the sense one gets after reading the
judgment, 1s that the judges have missed
the mark While the decision is open to
challenge, and has in fact been referred 1o
the Constitutional Court, it 15 clear the

factor of interpretation.
Although there is some support for the
View ¢hat this device should only be
resorted to when the plamn meaning of the
words of the statute is not clear, it appears
to be genenlly accepted that acts should
genenlly be interpreted so as 1o give
effect 1o what Parlament intended
However, there is a further

of the legi has not been
given effect 10 2nd it now seems
incumbent on Parhiament to rectify the
S1tuaton once more,

Endnotes

1 Government Gazette, 10 February 1995

2 LA Kellaway (1995) Principies of legal
interpretation jr 105

3 A12525CD

when dealing with an act ike the LRA.To
2 large extent, as is apparent from the

Andrew Burrow is candidate attorney at
Chbeadle Thompson & Haysom Inc.
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personal finance

Workers face rising

debt spiral

he post-1994 period saw tapid
growth in the supply of financial
products to markets previousty

ignored by the major financal institutions
and insurancc companies Organised
‘workers, one of the recipients of this
intiative, were bombarded with a myriad of
insurance policies and microloan faciities

Coi therc was a of
vialence on the mines, especially, on the
plaunum mines where new unions began
o spring up in opposition to the National
Union of Mincworkers Some of these so-
called unlons were formed by individuals
who had been operating as insurnce
brokers and had links to certain
microlending institutions. In one case the
union initially operated out of the offices
of the insurance broker. [n view of recent

in other itis

highly probable that the violence was
sparked by shopstewards being aligned to
or promoting financial products of
competing financial mstitutions

Glorified insurance brokers
This trend has grown and is evident in a
number of sectors swhere shopstewards
are becaming glorificd insurance brokers
on behalf of insurance companies and
microlenders. This has potentially negative
consequences for stability both within
unions and on the shopfloor. There are
Indications that the high tucnover of
shopstewards in some sectors is directly
linked to the new unofficlal role they are

Reneé Grawitzky talks to
Jormer trade unionist Gavin
Hartford about bow
government bas moved to
reduce debt amongst public
servants - which bas the
potential to destabilise
shopfloor relations.

playing as infarmal stock brokers (earning
extra money). This trend was mentioned in
Cosatu’s organisational review report
discussed in 2001.

Over the years, organised workers have
become the cash-cows of major insurance
companics and microlenders. In turn,
‘workers are facing an Increasing debt
spiral as they atempt to meet theie
monthly payments for insurance policies
and (oans. Olten workers ace forced ta
take out loans to pay for the monthly
instalments to cover their insurance
policies. Research in both mining and the
public scctor found that workers often
have no take-home pay after all deductions
are made for insurance policies and loans.
Rising debt amongst organised workers
has the potential of undermining
callective bargaining as workers do not
sce the benefit of wage increases which
are utilised to service the debt.
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Public service

The debt cnists amongst pubhic servants
forced government to take a decision in
2000 1o regulate the type of deductions
which could be made from its payroll. This
move was in response 1o the extraordinary
high levels of debt that was being
accumulated amongst gorcrnment
employces A survey found that half a
million public servants carried 1,6 loans
per head and 900 000 public servants had
4,6 insurance policies This figure includes
the duplication of products.

Government's payroll, which covers
more than one milllon workers, is worth
1n the regron of R7Gbn a year By 2000 the
value of loans taken out by public servants
was about R$,6bn and insurance and other
policies in the region of R26bn (It is
understood that Old Mutual accounted for
78% of the value of insurance polwcies sold
1o pubhc servants )

Government realised that 1o remove
people out of a spiral of debt they had to
regulate the 1y pe and amount of
deductions made from therr payroll.
Government had allowed a situation to
continue where employ ces could access
loans and insurance policics by signing a
stop-order facility which allowed various
payments to be deducted from their pay

[n terms of the regulation of the payroll,
government has treated the insurance
industry differently from microlenders
Insurance providers could conunue to
have their premiums deducted while
miccolenders were effectnely hicked off
the system.The question remains wha is
driving who - there arc clear examples
where workers have taken out Ioans to

. pay for insurance premiums

Hartford was contracted by povernment
10 run their education and information
campaign - Mongs Mali - to inform
employ ces of the changes and educate them
about debt consolidation and rationalising
He says 1n terms of the changes (o govern-

ment’s payroll there will now be a cap an
the amount of deductions made for non-
statutory proveions He adds government
has also set speafic interest rtes wiich
mucrolenders can charge for loans The mtes
ranging betw een 21% and 27% sull appear
high as there is no nsk for the microlenders
as they are assured their payments because
1t comes directly off the payroll

Weaken union structures

Based on his nvolvement n the campaign

1n the public sector, Hartford behieves that

the rising debt cnsis amongst organised.

workers has the potential to affect both

employers and unions He says the debt

crisis can weaken uaon structures, affect

productivity an the shopfloor and

heigh relations
An ing number of

f
are becoming informal brokers selling
financial products This, he says, has
implications for unions especnally as
members are dnven into higher costs for
financial products A further problem is
the impact on shopsieward structures in
companies where competition 1o become
a shopsteward is intensified as there 15
now an incentive to be a shopsteward
‘This, he says, can cause divisions within
unions The ability of worhers to tahe
mndependent action could be hmited 1f
they are deeply in debt

Hartford says the expericnce in the
public sector showed that worhers dud not
see the benefit of therr real wage increases
because 2 large portion of increases went
simply to service and pay off loans and
wnsurance pohcies In effect, increases only
affected the pace of debt Rising debt
amongst worhers can also lead to
il which ulti;
impacts on productivity, Hanford says

In the next edition ¢ will explore what
options unions and employers bave in
trying to manage debt more effectit cly
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bealth & safety

HIV/AIDS and corporate
responsibility?

he scale and impact of AIDS in
I Southern Africa and particularly
South Africa has raised fundamental
questions regarding relations berween
isand i
cconomics. Recent press commentary, for
example, has used titles like,'Evil triumphs
in a sick society’ (Guardian),’At the mercy
of drug giants' (Guardian) and *West
waging drug war against Africa’ (East
African) While an article by John Le Carre
(author of the recent novel, Constant
Gardener) launches a thinly veiled attack
on pharmaceutical companies in A Jof of
very greedy people.
‘Thesec titles capture a sensc of global
outrage at the role of

Jobn Betton explores whether
HIV/AIDS is redefining global
corporate responsibility in a
paper presented at the recent
IRASA conference in Cape
Town.

may very well fundamentally alter the
social context of corporate operations.

AIDS and South Africa

‘We have a noble task ahead of us -

companics in not alleviating suffering and
death from AIDS in South Africa by
providing low cost medication. From a
business perspective, the AIDS crisis in
South Africa raises fundamental and
important questions that are critical to
changing views on corporate
cesponsibility.

Although debate has continued to
cxamine corporate goals of profitability
and the maximised sharcholder wealth,
perhaps no other global event has placed
the issucs so centrally as the Afdcan AIDS
crisis. The stark contrast between what are
vlesved as the concerns of protecting
intcllectual property rights and the
devastation of a continent hias initlated
global debate on the responsibility of

This will not di and

of our country. We cannot
afford to allow the AIDS epidemic to ruin
the realisation of our dreams. Chris Hani
1991 (cited in Van der Vliet 2001).

When anoual antenatal HIV surveys
began in state clinics in South Africa in 1990,
the incidence of IV In the population was
estimated at 1%. By 1999, the prevalence had
risen to 22,4% and 4,2 million South Africans
(19,9% of the adult population) were ,
estimated 1o be affected according to the
2000 UNAIDS Report (Van der Viiet 2001).
Van der Viiet (2001) estimated in 2001 that
there were more people living with
HIV/AIDS in South Africa than in any other
country of the world.

AIDS and development
‘The publication of the UNAIDS Report in
Junc 2000 made the point that HIV would
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help i in

badly affected by the sirus Cducation has
alwiys been considered an essential
budding block i a country's development
Accarding to UNAIDS, HIV related diness
is taking its toll on cducation in 2 number
of ways '

Tirstly, it 1 eroding the supply of
teachers and thus increasing class sizes,
which is likely 10 dent the quality of
cducation Sccondly, it cats to fanuly
budgets, reducing the money available for
school fees and increasing the pressure on
children to drop out of school and marry
or cnter the workforce Thardly, 1t is adding
10 the pool of children who are growing
up without the support of parents, which
may affect ther abiliry to stay 1n school

A study commussianed by the South
Afnican government and reported by the
BBC (Barrow 2001) showed that i
KwaZulu-Natal Province alone at least one
in five teachers was infected with TV
Countrywide, a quarter of all
undergraduates are HIV posttn . AIDS was
avpecied to be the lcading canse of death
among, teachers The report commented
that although the impact on the education
system was obvious, there are wader
implicauons regarding the future level of
shills and education in South Afnca if
anything up to a quarter of sts students
and teachers are infected with HIV

According to an UNICEF report (Hanvey
2001), the problem is that in a number of
countries, including South Africa, public
spending is being shufted away from

m hine with mic:
policics necessary 1o remain 1n line with
the forces of globalisation, The result 1s
“less funding 1o hire and trin teachers 10
replace those who have died”.

Projections by the International Labour
Orgamsanion in 2000 estimated that the
size of the labour force in some African
countries could be up to 35% smaller by
the year 2020 than st would have been

without HIV/AIDS It concluded ‘Africa
today is loming its prime labour force ta
HIV/AIDS "The repoet pointed out that
many mfected where experienced and
skilled workers “The loss of these warkers,
together with the entry into the labour
market of orphaned children swho have to
support themselyes is bhely to lower both
the average age of many workers and their
average level of shalls and experience!

The impact of HIV/AIDS
Deconmes all the more
catastropbic when viewed in
the context of the growing
disparity of income and wealth.

The impact of HIVZAIDS becomes all
the more catasteopluc when viened in the
conteat of the growmg dispanty of
income and wealth Many indicators of
social health reported by the United
Natons Development Agency in 1999
esumated that Afmican countries were
worse off cconomically than ten years
previously and that purchasing power had
dropped by 20" during this period

In South Africa, the major alhance
partners who were to form the new
government were slow to react to the
HIV/AIDS emergency Van der Vet (2001)
reports that COSATU did not develop an
AIDS programme unul 1991 and that since
then the poltical and labour climate in the
conteat of AIDS has been ‘patchy and
sporadic’. AIDS in the content of the South
African labour movement competed as a
poliical prnonty with issucs such as
housng, unemployment, poverty and
violence

The cnsis of HIV/AIDS and its
economic imphications brought 1o the
forefront debate oser the costs of
addressing this enisis - particularly the
costs of retroviral drugs, the patents to
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which were held by western
pharmaceutical companies.

Intellectual property
‘There are several drugs that specifically

target HIV at different points in the life cycle.

Using them in combination has proven
much more effective than prescribing them
one aca time. In Europe and the US,
combination therapy has resulted in a huge
drop in AIDS deaths and in some people the

drugs have reduced the virus to
undetectable levels (AIDS Drugs Factfile
2000) The cost of these 1 drugs

before the Pretoria High Court. The lawsuit
sought to invalidate the South African
Medicines and Related Substances Control
AmendmentAct of 1997 that would have
permitted the South African government to
import or produce cheap, generic versions
of patented drugs. The outcry to this lawsuit
‘was enormous and global in nature The non-
governmental organisation (NGQ) Oxfam
and Medecins sans Frontierc came out in
support of the government.
Larry Elliott (2001) of the Guardian

Weekly began an article titled ‘Evil

i inadi idden world' with

in combination therpy is esumated to be
around $1 000 per montl and cleagly is not
affordable by cither the majority of South
Aficans or the government

the followlng paragraph:'Let me tell you a
story about life, death and profit, It
involves some of the poorest countries in
the world and some of the richest

It goes to the heart of how the

We have seen the devastating
mortality from AIDS in South
Africa, and the mobilisation of
huge resources by western
pharmaceutical compannies to
prevent the spread of generic
drug imports.

The pharmaceutical companies
producing these drugs lobbied hard
during the Uruguay round of 1he World
Trade Organization (WTO) They wanted
tougher rules protecting intellectual
property that provided patent protection
for a minimum of 20 years under theTrade
Refated Intellectual Property Rights
Agreement (TRIPS) Although the
apreement provided loopholes where
countries could cile a national emergency
or use compulsory license, the US
government supported the major
pharmaceutical companies In their bid to
close these options.

In March 2001, Iawsuit brought by more
than 40 i g

modern world is to be run and whether
the institutions set up to police the global
economy are up to the job!

‘The legal battle between leading drug
<cormpanics and South Afnca’s peoposed
fegislation that would have allowed the
import of generic AIDS drugs, raised some
{undamental questions about the role of
cotporations. The extent of public outery
over the pharmacceutical companies' lawsnit
against the South African government to
prevent the import of generics, lead to the
companics involved uncondstionally
dropping the case a month Jater.

Conclusion

‘The global nature of the debate on the
AIDS crisls in Africa caises some .

of moral
and the role played by

itutions in N

trade rules that advantaged wealthy
countrics’ protection of intellectual
property to the disadvantage of poorer
countrics, We have seen on the once hand,
the devastating morta from AIDS in
South Africa, and on the othee hand, the

responsibi

bilisatlon of huge resources by western
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pharmaceuncal compamies to prevent the
spread of genenc drug imports

Artcle 27,7 of the WTO Agreement on
TRIPS provides patent protection for at
least 20 years Although there were
provisions for exclusion on health
grounds, it was also clear that the political
power of pharmaceutical companies
pressed poarer countres (o maintain
patent protection However, the global
attention to the ensis in South Africa not
only resulted in the withdrawal of the
pharmaccutical compantes’ law sust but
also produced a new declaration on TRIPS
at the DOHAWTO mecting 1n Ne b

2020 than it otherwise would have bren
m the absence of AIDS

“The yssue of AIDS in South Africa has
rased enormous questions for the 21st
Century It muses questtons about
corparate maral responsibility,
globalisaton. intellectual property
agreements and the deselopment of
African economies and labour forees wn a
global cconomy These questions can only
be answered globally by a communmty that
15 willing to recogmise that corporate
profitability 15 no longer tenable ina
global world w here both economics and

are

2001 Article { stated “We agree that the
TRIPS Agreement does not and should not
prevent members from taking measures to
protect public health Accordingly, while
reiternng our commitment to the TRIPS
Agreement, we affirm that the apreement
can and should be interpreted and
implemented in a manner supportive of
WTO members' nght to promote access 1o
medicines for all®

However, for South Africa, th
cnsis leaves

AIDS
structural
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Is it safe for people to
talk out about HIV/AIDS?

arkland has worked as an
M:nginccr for De Beers for the last
ten years Shortly after starting

with De Beers he discovered that he was
HIV positive. It was only last year that he
informed his manager of his status after
the stress of the job began to affect his
health. Six months later, he applied for the
AIDS coordinator job. Markland belicves
that the broader environment is not safe
enough for people to come out and talk
about their HIV status, He feels that,

The debate around HIV/AIDS
bas at times focused on why
more influential people bave
not spoken out about their
status. Reneé Grawitzky talks
to Keith Markland, De Beers’
HIV/AIDS coordinator about
this issue.

because of his position, he is safe
to taik about his status in the organisation
However, he might not feel as comfortable
otherwise,

le says that based on the national
statistics there were bound to be other
people in his organisation who were 1TV
positive, but the chalicnge was llow to get
then to disclose theic status

‘Disclosure Is not automatic and
depends largely on the needs of the
individual A person newly diagnosed with
HIV has many fears around disclosure and
the perecived or possible consequences
thiercof. T suppose the bottom line is that
we do not want to be treated any
diffesently but at the same time need the
same support as any other person with a
life threatening disease, This is a dilemma
for most individuals who can be torn
between wantlog to tell everyone, and at
the same time tell no one at all. There are
many debates around who and when to
tell, but it the end of the day itis up to the

individual and what they are ready and
comfortable with. Having said that
disclosure can be empowering. Being
empowered by HIV/AIDS means learning
the power of frecdom, acceptance,
honesty and the value of dme - but it is
not an eany road and there are no quick
fixes ~ it Is a process that takes time and
determination, he says.

‘Ip think limited discls is
necessary for two reasons Flrstly, to your
doctor in arder to get the correct mg'dicnl

Il for the ition, and 11
1o your sexual partner to reduce the risk
of infecting them and re-infecting
yoursclf!

He believes that people will only talk
aut if they need lielp in some way,
Markland only revealed his status when it
was affecting him and he needed help
trom his manager. e also belleves that
people need to be assured that they will
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not be diseriminated against or treated
differently from any other person who has
a terminable disease *Perhaps of people are
educated sufficsently and understand the
discase, that might change their views, he
says

Ehs experience as the AIDS coordinator
in De Beers has so far taught um that the
disease is more real for people when they
come into contact with someone who has
the disease. He has addressed more than
4 000 people in the organisauon 1o date,
He believes AIDS education should be
compulsory for all levels of employees
One of the key ssues he wants to address
is to dispel perceptions that HIV/AIDS is a
black discase

In terms of ireatment, Markland formed
part of the tnals for Novimpine sox years
ago and is still taking it together with a
number of other drugs He savs in the Jast
six months the cost of drugs has come
down constderably 1e used to pay R4 500
a month but1s now paywmng R1 500 1
month He anticipates this downward
trend to contnue Aside from drugs, he
belier es that gaod nutnition s at the heart
of controlhing the disease and ensuring an
extended life Markland say s nutcition
together with proper support and
nfrastructure could extend bife (without
drugs) for an extra three to four years He
achnow ledges that poverty does play a
role as it feeds into the environment in
which TV can thme However,'poverty
was here Iong before HIV/AIDS and wall
sull be a factor when the discase has been
dealt warh®

Turning to the situation m De Brers, he
beheves that whatever the company is
doing to combat the spread of the discase

“ 1t is not about getting credit but about

saving lives Most comparmes in the mining
industry are doing very much the same
types of interventions The difference is
some are talking more than others The
prevalence rate on the South African

operations varies from 1,4% to 179, which
is much lower thanin the rest of the
muming industry The mte on the Botswana
opentions, Debswana was close to 307
but has dropped down 1o 22% (according
to provisional figures)

Measuring the effectiy cnc«‘of the
company s intenention (s determined by
the number of peaple going for voluatary
counselhing and testing (VCT) and the
results of anony mous zero-prevalence
testing He beheves that the aumber of
people going for VCT has increased This 1s
largely duc to a
programme coupled with having peer
educators on the mines “The only thing.
we can do 15 get people to a point where
they are able o assess their own risk and
begin to manage their nsk; Markland says
He believes it s not sustainable to adopt a
campaign saying abstamn, condomise and
be fathful “This has a certun moral hugh
ground wlich T do nat think people will
buy into indcfinitely They have to manage
their own sk’

MAssvE anareness

AIDS Helpline

For basic information, counseling and
referral contact the muttiingual tollfree AIDS
helpline at 0800-0123-22

The Labour Bulfet:n (s interested in
employee expenences of HIV/AIDS i the
workplace Contributions can be sent to
salb@icon co za or fax (011) 403-9873
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union news

Is NUM coming of

age?

UM has come a long way since its
Ninception nearly 20 years ago

when former general secretary
Cynl Ramaphosa and others used to drive
around from one mine to another
recruiting members while at the same
ume dodging the secunty police.

In many ways the teccain in which the
union operates has changed drmatically
and in other ways not. It still has to deal
with issues around mcism in the
workplace and the constant threat of job
losses. More importantly, however, the
union has had to confront (more than
other unions) the impact of the spread of
HIV/AIDS. The mining industry, as a result
of the migrant labour system and single
sex hostels, was the [irst industry in South
Africa confronted with BIV/AIDS in the
carly 1o mid-1980s. The discasc was
relatively unknown then in South Africa
but the rates of infection on the mines was
alceady high.

Single sex hostels
Mantashe says during the unjon's 2000
congress, delegates acknawledged that the
spread of HIV had reached pandemic
proportions and constituted one of the
major challenges facing the country. The
industry, he says, Is particularly

NUM general secretary Gwede
Mantashe talks to the Labour
Bulletin about the union’s

upcoming central
meeting.

the need for miners to enter into
partnerships with employers to deal with
ihic disease. Last year the union embarked
on a major campaign to ensure that shaft
stewards were educated to become
HIV/AIDS peer educators.

The Chamber of Mines agreement
relating to HIV/AIDS, he says, is a very
positive move for the industry. The
agreement, he says, will ensure an
integrated approach in dealing with the
discase. Ultimately, the challenge, he says,
is to work on changing the existing
culture so that people can talk out about
their status and more impartantly, ensure a
change in behaviour.

‘This is 2 war and we have to come
together to fight this wary Mantashe says
In this spirit Maatashe talks about the
formation of partnerships with employers,
other unions, communitics and

to the disease becanse of the continuation
af single sex hostels, Industry sources say

y thit atls s to family
accommodatlon has not receved
ovenwhelming support. Mantashe stresses

B The Dey of Health, he
says, Is doing very good work on the
ground. However, the department does not
scem that open to talk about all their
Initatives. The union, hie says, has 10 1alk
about supporting voluntary counselling
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and testing (VCT) programmes and the
wellness programmes hinked to them He
is not oppased to prevalence testing as
long as confidentiality 1s maintained
Besides the spread of HIV/AIDS, a
range of other health and safely issues wiall
be discussed at the central commatiee
Mantashe says the union 1s going to deal

had ta deal with the threat of nval unions
Mantashe indicates that an increasing
number of small unions were sprngINg up
on the mines Ol increasing concern 1o the
union is the nsing tension developing
betw een shopstewards in Certan repions

These tensions have emerged followsng
atiempts by a number of catenng
companies Lo brbe shopstewards i arder
10 S¢Cure catenng contracts in the haseels
This has led to growing tensions within
the ranks of the shopstewards and has
led to divisions (n some areas, Mantashe
says

The union's centrl committee meeing
will be held from 25 to 27 April 200210

decisnely wath problems expenenced
around yanadium and asbestos pollution
The increase in seismic events, especially
on the West Rand is also of concemn

The union will also focus on other
transformation issues such as employment
cquity. This, he smys, 15 a problematic area
with limted progress beng made

Throughout its history, the umon has

Blocmfontein

Chamber of Mines and National Union of
Mineworkers an HIV/AIDS (extract from
2001 wage agreement)

mvmms partnership structures
tevel HIV/AIDS
s|mc|ures should be established within

three months of signing this agreement, Q Funding wilt be provided specifically for
where they have not already been HIV/AIDS programmes that are to be
established undenaken by the HIV/AIDS partnership
I The purpose of the HIV/AIDS partnership structures, and the informatian on such
structures will be the development of funding will be made avarable to the
relevant HIV/AIDS programmes within clear partnership structures
and delined budgets that vail seek, mier aha 3 The joinl HIV/AIDS parinership siructures
o should interact vath Housing Forums
*  Create awareness. which (s preventatve in regarding housing matters, and the Mines
content, with particutar emphasts on the will within the parameters of affordability and
ABC (Abstinence, Be Faithful and employee preferences make the:r best
Condomise) of HIV/AIDS prevention endeavours to accelerate programmes of
«  Effect behavioural change, that may include making lamily accommodation avarable,
programmes to encourage employees 1o including the conversion of hostels and
voluntarly declare their HIV status without uihisation of emply houses
fear ol victmisation Q The tines and Unian further agree the

Oversee the develapment of and early
partcipation n Wellness Programmes for
employees suffenng from HIV/AIDS that
will, inter aha, include
8)  refevant counselling and education,

(b) medical care,

(c]  regular mecical assessmenl and
appraisal,

(d)  access lo relevant medication in
respect of diseases associated vith
HIV/AIDS,

{8) access 1o nutntious food, and

{f)  access ta hygienic kving conditiens

Contribute to the rarsing of awareness and

the necessary behavioural change by
ensuring that testing programmes comply
vath the prnciple of confidential, informed,
voluntary counselling and testing (CIVCT),
and encouraging employees 1o panicipate n
such CIVCT programmes by inking them to
appropnate Wellness Programmes

following 1ssues relevant to a comprehensive
and effective strategy i the Gold Mining
Industry ta positively impact en the hves and
circumstances of HIV/AIDS sufferers
Making avarlable effectve treatment and
medication for HIV infected pregnant
employees, ncluding anti-retroviral thesapy
(ART) as may be mecically justified
Recommending to the Mining indusiry
HIV/AIDS Committee that an annual Mining
HIV/AIDS Summut be convened, (o discuss
effective HIV/AIDS strategies and to learn
from successes and failures In the ndustry
and elsewhere
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Erosion of union

solidarity

any academics (Adler and
M\Vcbster) have pointed to the
dechne in the power and

mulitancy of unions post-1994.

Baskin (2000 43-§4) observes that
‘during the 1970s and 1980s working
people built their union into a powerful
fighting force’. On many occasions they
transcended the boundarics of their
workplaces to organise around political
Issues. Their role in the struggle against
apartheid and class oppression
demonstrated mititancy and the power
unions used to ¢njoy. Workers expericnced
growing strength and confidence in their
unions despite dismissals and other forms
of intimidations that employcrs used
aganst them,

Tor instance, in the 1980s the
Commiercial, Catering and Allied Workers®
Union (Ccawusa), the forerunner of
Saccawy, struggled for wages andd better
conditions at Southern Sun Hotels and OK
Bazaars respectively, and forced management
toyicld to worhery' demands. Workers
attributed the victory of their struggle to the
growth of their powerful union and, most
importantly, sohdarity that existed among
them

Ceawusa's successful victories during the
1980s, despite its internal problems, showed
the Importance of solidasity amongst
workers Some writers argue that solidarity
is constructed and expressed through a
process of mutual association, Black workers
under the apactheid regime perceived the

In the post-1994 period
solidarity among workers in
many workplaces was seriously
undermined, Nathaniel Ndala
looks at the factors leading to
the erosion of solidarity in a
Saccawu branch in the retail
sector on the East Rand.

government and white people generally as
symbols of oppression.They saw themselves
appressed as workers but most importantly,
because they were black. This sense of
commen identity brought them together
ircespects e of their diffecences in terms

of their job categories. Solidarity was
therefore, easlly forged under the apartheid
regime.

In the 19905 things began to change
and the power and militancy of unions
began to diminlsh This decline and
subsequent erosion of union solidarity can
be attributed 1o a numbcer of factors
including:a loss of skills and significant
Ieadership to government, corporates and
other sectors; poor servicing of members
and the growing gap between leadership
and rank and file members.

Case study of Saccawu branch
A study of a local Saccuwu branch on the
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Fast Rand during the period 1988 to 2000
reveals however, that Adler and Webster's
taansition theory (2000) underestimated
factars of labour market flexibility This
development proved to be equally
significant in accounting for the crosion of
solidarity in the union post-1994

The local branch used as a case study
here proved that the introduction of
casual workers and subconimactors
undermined solidanty that the union had
spent years buillding up Uncatecal and
blind acceptance of labour market
Rexibility by Saccawu, as a form of
efficiency and cost minimisation, might
lead 1o the end of the union in many
worhplaces This, howeyer, should not be
construed, as saying that other facters
should be underesumated

Breakdown in trust

When the store (part of this case study)
was opened in 1988, Saccawu’s national
orpanisers were actively involved in the
formation of the union in the store. Even
afier the umon was established national
orpanisers coatinued to suppart the unioa
in the store. They frequently visited the
shopstewards and the worhers and sened
as a link betw een the union in the store
and the national Jeadership

Workers in the local branch were
always hept abreast about the activibes
and the direction of the national
leadership through monthly meetings held
with their orgamusers This important link
between the store and the national
organisers stopped immediately after the
‘micro-loans disaster'. (see p 66)

The organisers encounged worhers to

_ borrow loans against their provident funds

only to find that they were taking personal
Ioans from Perm Bank.When the
deductions appeared on worhers' pay-slips
organisers stopped visiting the store.
‘Workers and the shopstewards tried
unsuccessfully, on many occasions, to try

0 get organisers 1o come and explain this
problem Their disappearance led to ties
with the branch being cut while serious
mistrust grew towards the union and their
shopstewards who assisted the organisers.
in convincing the workers to borrow
against their provident funds. |

The local branch used as a case
study bere proved that the
introduction of casual workers
and subcontractors undermined
solidarity that the union bad
spent years building up.

‘The leadenship and the union were
discredited by this incident. Workers
blamed their shopstewards for misleading
and nusi them The
on the other hand ponted fingers at their
orgamsers who did not properly explain
things to them

As a result, many workers resipned from
the union, as they felt betryed by therr
own union “We don’t want the union
because 1t sold us Some of the workers
went home with nothing after the
deduction said one interviewee. In many
instances dunng the interviews,
respondents referred to the organisers as
‘that union”.The union was not them but
the orpamisers Phrases such as‘the union”
and ‘that union’ were often used during
the interviews The workers saw the
organisers as one union and them as
another one.

Workers and leadership

The division berween rnk and file
members and leaders became evident
when the store began to look at recruiting
«casual workers. The umon i the store did
not even hnow about the resolutian to
organse casual workers, which was taken
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at the union’s annual congress in July
1999

Union leadership claimed in interviews
that the process to recruit casuals had
begun but the union 1n the store did not
know about this, The union in the store
said no one had informed them about the
official position regarding casual workers.
This rexnforces the view of the growing
gap between the union in the store and
Saccawu national office. Furthermore
waorkers in the store did not knaw about
the rolling mass actton call by Cosatu in
October 1999, The lack of interaction can
create a scenario where two separate
unions begin to emerge but share the
same name.

Impact of outsourcing

In the OK Bazaars store where the case
study was done, a decision was taken to
subcontract out their shelf packers to
Executive Merchandising Service (EMS)
and Dedicated Merchandising Service
(DMs)y

The twoe compantes were introduced
into the store in 199G.A rival union -
Eccawusa - began recruiting members
amongst the new contract companices.
These workers did not only perceive the
union as their legal voice against
employers' prerogative power, but most
mportantly, as a shield against Hyperama
staff who regarded them as ‘enemies’.As
onc of the workers recalled, 'we were like
enemies.

Afl the jobs that we used 1o do were
now glven to them'. On the other side,
while workers of DMS and EMS companies
belonged to Cecawusa, Hyperama
employers still found their home In
Saccawu

‘Workers in the same workplace were
employed by three different

existed between these workers shifted
what class theory saw as an inherene
conflict that exists berween employers
and employees. Workers in this store

i il ‘with their
companies. They did not see themselves as
members of the same class, but as
employees of their companies.

‘When Shoprite took over from OK in
1997, it did not hesitate to undermine the
solidarity in the union by employing morce
casual wockers. Full-time workers who
resigned or were retrenched were
gradually replaced with casual workers.
Numerous subcontract companies
replaced the two subcontract companies
in the store.This made it even more
difficult for the union to organise
cffectively in the store.

This form of work impacted
negatively on the union, which was once
regarded as the Jegitimate voice of
‘workers against unfair labour practices by
cmployers.
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Internationallsm at & wrning point' (SA |
Labour Bulletin 26 (1)), the editor
inadvertantly added a sentence that
Incorrecilly Inputed raclal molives to the

and split betveen two unlons. This makes
solicarity among wotkers extremely
difficult and Impossible. The tenslon that

Australlan frade union Inthe
debate on the "war agalnst terrorism’. The
Labour Bullelin apologlses for thls.
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Jrom the bosses’ desk

A view from the
glass tower...

Corparate governance: whereto now ny
Jafr and equitable one?

nen the state of business in South
G Africa, one might well be
tempted to ask-*what corporate

povernance? The sssue of carporate

governance 1n South Africa started off wath a

desire 1o follow the Sullivan Code in the late

*70s The publication of two King reports,

the first published in 1994 and the second in

2001, has taken the debate further. It would

appear that the revised King Report -

*King 2" - attempts to focus on non-financial

matters that take into account the needs of

all stakeholders King forces one to question
the effectnveness of companies in view of
the following proposals:

Q The board of a company should be
represented by a majonty of non-
execunve directors with enough
independent non-executne directors
The latter being 2 new breed of animal
who does not represent major
sharcholders;is not a former employec,
executive, professional advisor,
significant customer nor suppher and
docs not have a si

The business community bas
recently been wracked by major
scandals. This article explores the
state of SA companies and their
Jailure to consider corporate
governance issues.

role be? Could it be to check up on the
chief executive oficer (CEO) when the
position of CEO and chairman are
combned as in certamn large companies
in South Afnica” Admuttedly this 1s not
normally a2 combination associated with
good corponte governance )

Q Execuuve director contracts should be
for three years and reasons should be
grven if extended Would this mean a
constant game of ‘ing a rosies” of
directors and at what price would their
severance payouts be? Or s 1t an attempt
to reduce cronyism? As presumably the
CEO would only have a limited number
of cronies to appoint to these positions

Q Cory ions are to ensure that directors

business or other relatonship with the
company. Such a person should be
nominated onto a board through a
nominations commuttee (Who should
such a person be and who would or
could nominate this person, without
compromising the independence and,
more pertinently, what would his/her

are competent enough to perform ther
duties, by providing adequate truning,
induction and update. Thus is a very noble
statement. But one questions w hether the
directors understand their roles and
responsibisties at the best of times, as.
certun directors may be thought to have
got thear jobs through ‘the old boy
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network'.The thought that people whao
are heading up companies have no
adequate training is a scary thought It is
also somewhat ironic given that di

the remuncration committee. One wonders
‘whether this would be enough in instances
‘where incompetent executive directors

tend to shy away from any union
participation/involvement on the board
due 10 a perceived lack of trmning on the
part of unionists.

Also, when does one consider
-employment equity candidates for the
board and what training is available to
them to take up their positions in a
meaningful way? By the same token if
the directors are untrined, then their
arguments about employment equity
(EE) candidates not being ready for the
position on the board are farcical.

King pays a large amount of attention to
director remuneration with special
mention of the following:

O A remuneration committee should be

were iginally due to yi
King's focus forms part of the triple
bottom-line report that includes economic,
environmenta! and social aspects.
Obviously, legislative reporting would fall
into this area. in addition, the companies
should also give their response to
HIV/AIDS, black economic empowerment,
health, safety and the environmentat,
human capital development and
organisational integrity. The latter is an
interesting concept. What does it mean for

an to have
integrity and how would one know?
It that a way of |

organisational integrity would be through a
code, The code sould include issues such as

a senior 0 oversee

chaired by the il or
the senior independent non-executive
director.

Q The remuneration should be fair, have a
strong element of performance-related
pay and be disclosed on an individual
basis Remuneration includes severance
packages This begs the question, how
docs one measure performance at this
level, especially in a case Hke Regal
where to paraphrase commission head
John Myburgh, the CEO was a
megalomaniac with a supinc board? Is
performance only questioned when the

and truining and whistle
blowing. In the present old-boy network
system within which business tends to
operate, the last suggestion is laughable.
How does one act as whistleblower and still
find work? Also, what would be the union’s
role in whistle blowing? The answer would
inall depend on the
‘with management.And it would be most
unfortunate for a union to have a good
relationship with the management of a
company which has no integrity.

King's focus on non-financial matters
must surcly be viewed in hight of the

pany goes under? it
will be Interesting to see hosv many
hoards will implement this and how the
bosses will feel being made to perform
to standard as they have insisted on
dotng for employees lower down the
ladder. Perhaps the financials and share
price will start to reflect this‘new”
standard for directors.

King suggests that cronyism will be

through
and a majority of non<xecutive directors on

World Summit. Will it cause
companies to wake up and at least think
about these {ssues? If the King Report is not
clear enough, then the clarion call sounded
by the demisc of Regal and Enron should be
enough for sharcholders, directars,
employees and even unions to act cthically
and ensure good governance,

A view from the glass tower provides
emplayces, on an anonymous basis, to talk
about their experiences In corporate South
Africa,
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Corporate social and
environmental responsibility

corporate social responsibility (CSR)
hase been evident for many years The
nature and content ginven to these
programmes were fundamentally shaped
by apartheid However, since the transinon
in the 1990s,and South Africa’s re-
intcgration into a global cconomy, new
dynamics have come to the fore.

Under apartheid, the role of the South
Afnican corporate sector was alway s
considered as controversial. Questions
ravohved around the extent 1o which
industry benefited from the apartheid
regime, or even plned an actne role 1n the
establishment and reproduction of the
system

In South Africa dufferent forms of

The emergence of corporate
social responsibility

Corporate social responsibility was raised
formally for the first ume in the 1970~ but
ganed momentum dunng the sancuons
campaign agunst apartheid Corporates
responded by sering up voluntary i

South Africa bas bad a
tradition of corporate
Phitantbropy since the early
1970s. David Fig recently
presented preliminary research
at a SWOP workshop on the
shifts taking place in this area.

The 1976 Soweto upnisings led to the
establishment of the Urban Foundatton as
a private sector imtatn e to address
cnucal urthan development issues in
volaule townships natnonwide The Iate
Harry Oppenhemmer of Angle American
Corporation and Anton Rupert of
Rembrandt led the initiative From the
1970s to the mid-1980s more companses
follow ed swit by setung up charitable
trusts, partly to accommodate expanded
commuuty i estment, but also for tax

A promunent effort by especially US mult-
nationals was the mtroduction of a code of
conduct that became known as the Sullvan
Prinaiples Only a mmonty of multnatonal
corporations reluctantly embraced the

" Sullvan Code, essentially to head off
dismy estment pressure from abroad Some
wniters argue that the Sullivan Prainciples can
be scen as a'turmng pont’ in vocabulary’
corparate socual responsibihty 1n South
Africa.

purg Tertian
were the main beneficuaries of these
funds

Whilst using the Sullnan Code to
pressurise companies to recognise tride
unions in the 19705, the labour moyement
wn apartherd South Africa was generally
ncgate, and sometimes even hostil
towards corporate socual investment
programmes

In the penod leading up to the political
negotiations, vanous economic think tanks
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debated the future of the economy.There
was general uncertainty as to what policy
direction the new government would take.
It is 1n this context that a trend towards
expanded corporate social responsibility
and investment programmes emerged
Following the elections in 1994, the new
ona of
legislative reform, This was met with
prowing opposition from business,
especially in the area of labour market
reform. Whist using the language of the
Reconstrucnion and Development
Programme (RDP) to describe their
responsibility programmes, on a broader
level business aggressively started to lobby
for an alternative developmental path to
the RDP. By 1996 the RDP was sidehned in
favour of the Growth, Employment and
Redistribution strategy (Gear) and big,
business had bhish

its in

for their tarnished public images has been
to provide grants to environmental
projects, particufarly in the sphere of
conservation Eskom, perhaps the
country's heaviest polluter, supports
projects with the Endangered Wildlife
Trust helping birds to avoid bemg
damaged by electricity pylons Sappi,
‘whose pulp mull at Ngodsvana in
Mpumalanga is a Jarge-scale polluter,
sponsors a project, which uses snout
beetles to cantrol alien plants in the river
systems of KwaZulu-Notal.

Oppositional eavironmentalism began
to emerge in the 1980s and took the form
of issue-based campaigns such as
opposition to the apartheid state’s nuclear
programme, where the organisation
Koeberg Alert emerged: another campaign
swas set up to Save St Lucia, a wetland of

the realm of macroeconomic, industrial,
and Iabour market policy

As time went on government turned
directly to business to help compensate
for its dimimshing capacity in numerous
fields. This led to government appeals to
business to help bankroll the fight against
crime, moer city development, tourism
promotion,and its hosting of the World
Sumimit on Sustainable Development
scheduled for September 2002,

Corporate environmental
responsibility
While social

from the threat
of titanium mining. Organisations with
broader aims, such as the Soweto-based
National Environment Action Campaign
and Earthlife Africa were founded in the
1990s

Thus new wave of civil society
organisations began to challenge the
corporate culture of conservation agencies
at national and provincial levels, arguing
for the inclusion of ruml communities as
beneficiacies of conscrvation and nature
tourism.These NGOs were not confined to
conservation interventions, but also

programmes were very much a product of
the 1970s, corporate ¢nvironmental
responsibility only became promineat in
the late 1990s, Corporate support to the
environment teaditionally took the form of
support to nature conservation {nitiatives
The oldest eavirconmental non-
governmental organisation (NGO») were

in ways. Earthlife
Africa took on numerous campaigns,
including opposing the building of
hazardous waste sltes €lose to urban
communities, the leakage of mercury
waste into the enviconment at the Thos
Chemicals factory in KwaZulu-Nagal, and,
together with Kocberg Alert, challenged
the expansion of the nuclear industry

prising Other policy and advocacy groups taok on
middie class whites. cnvironmental aspects of the mining,
C strategy to Bt waste I hemical, eaergy
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and genctic modification ndustnes
Corporate funding for ¢

demanstrate greater conformuty with
norms Innovatine industrial

inttiatives has itself undergone changes
The concerns of the new wave have in
some senses been manstreamed
Tradional wihite membershp
organisations such as the Wildlife Socicty
have taken up 1ssues of sustamable
development and community
management of natural resources
Corporates are thus more casily able to
hrand therr support to specific
environmental projects The business
sector is highly conscious of the state’s
Linuted abiliy to regulate. Tlus allows
corporate lobhysts to push for the
recognition by the state for less formal
repulation and more coregu
voluntary i

ton and
itizus es This has been evident
in the negotiations around the National
Environmental Management Act (NEMA,
107 of 1998) Some of the business lobbres
have taken advantage of the state’s more
amenable stance. Whlst the BCSD-SA
(formerly the 1EF) promotes more
sustainable approaches amongst its
members, 1 representing ther interests 10
government, it generally opts for
legistation that 1s graduoahst and avoids
fundamental change. [ts membership has
not backed strenuous ant pollution
standards partly because 1t will
compromise the very corporauions, which
are the country’s greatest offenders i
1erms of air pollution

Implications of social and
environmental pressures
Along with its political transition, South
Africa has undergone cconomis

liberalisation Its corporations have:
become global players and as such have to
take global standards, codes, and customer
preferences into account South Africa’s

erence to em

agrecements, and the hostung of the Rio+10
summit add extra pressures (o

associations are arguing strongly for the
ments of the 1riple bottom hne
Consumers and NGOs are increasingly
exercising therr watchdog roles, while

v estors increase their demands for more
ethical and socully responsible corporate
practices All these factors wall be shown
to play a part in slufting corporate
behaviour,

Corporate social investment as
a South African concept

South Africa’s peculiar history impacted
on the way 1n w hich corporate socsal and
environmental responsibility 1s

Industry . who
mterpret the word ‘responsibility” as an
obligation impaosed on companies with
reference to past misdeeds, frequently
reject the term ‘corporate social
responsibility’ or CSR In this sense, they
often argue, the ‘responsibility* of
companics is 1o abide by laws and pay
taxes A much-preferred term 1s‘corporate
social investment'(CS1) The history of
apartherd has resulted i some companies
embmcing broader developmental
objectnves by means of social inyestment
nuatnes

Following the 1994 elections,

companies’ CSI strategies changed 10
adapt to the new political impemtiyes
Corporate socaal responsibility projects
became hknown as RDP-projects This did
not imply that the RDP as a desclopniental
programme, was supported universally by
the business commumity Although
community-based projects were sull being.
funded, 2 new emphasts on governmental
ahgnment developed This included a
general shoft towards a more strategsc hind
of CSLwhercby CSI funds were scen as
seed funding for instiatives that would be
self-sustaining once they were up and
runming The incentine for this was to
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decrease dependence amongst
i on

Commission on Eavironment and
Devel: (WCED), also known as the

8
corporate funding.A further emerging
trend has been for companies to focus
their funding on fields related to their
core business. So, for instance,
pharmaceutical companies have

in CSL i
related to health. There has also been a
greater emphasis on collective social

Brundiland Commission, published its
report Our Common Future.

The WCED attempted to reconcile the

pis of P and

economic development.The context was
one of northera enviconmentalists arguing
for minimising consumption, to cut back
on natural resource use. In the South, the

as epi by the developing countries argued that reducing
National Business Initiative. consumption was not the answer ~ instead
The ing i i poverty meant extending
surrounding CSR has been invigorated and people’s ability to consume. The
informed by that of sustainable C it tried to
development. CSR calls for a company to environmental protection with the
respoad not only o its but i of the Sauth The

also other stakeholders (employees,
customers, affected communities and
public) on issucs such as human rights,
employee welfare, and climate change.
Most significantly, whereas CSI or
plulanthropy has to do with how a certain
amouat of profits are spent on worthy
causes, CSR is primarily about how those
profits are made in the first place.

South Aftican companies have the
reputation of resisting outside

concept of ‘sustainable development' was
seen as a bridge, since it permitted the
notion of consumption within certain
limits.

Simultancously, the concept bepan to
enter the debate around global
governance as reflected in the
deliberations at the UN Conference on
Environment and Development, which
took place in Rio de Janeiro in June 1992,

in determining core business activity or
corporate governance, secing these
elements as their own precogatne. Ttis.
apparent that this emphasis on ‘add-on’
steategic phitanthropy might constrin South
African companies'abllity to respond 1o
international demands for the incorportion
of sustunability into core strategy.

On the other hand, South African
companies’ experiences with CS1 might
have benefited them in teems of a more
sophisticated undeestanding of social
development fssucs, as opposed to, say
Enropean companies, for whom social
issues are i Lirly new agenda

Sustainable development

‘The concept of inabl

The foll I to Rio1s entitled
the Workd Summit oa Sustainable
Development (WSSD).

The concept began to be adopted for
use by numerous international institutions.
In South Africa the concept was gven
formal status within the 1996 Constitution.
However, the concept remalns imprecise
and problematic. In the early 19905 it was
often used interchangeably with the
notion of ‘sustainable growth’ and implies
continuous expansion of the gross
domestic product (GDP), whereas
sustainable development questions GDP as
an adequate josteument for measuring
development,

More recently the concept is being used
as a synonym for poverty erwdication, n the

was mised In 1987, when the Workd

jons for the WSSD in Johanneshurg,
some organisers have distanced themselves
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from an understanding that the summt wall
deal with the environment The participation
of environmental organisations has been
minimised They are being seen as one
sector amongst many others including
cducation, women,youth, religious groups,
and so on This shift mn the discourse is being
endor

~ed by the business sector, which is
bemg expected to bankroll the event

Company expenditure
Research on actual spending 1s sketcl
since many firms prefer not to make
figures avatlable A suney conducted 1n
the early 19905 shows that the vast
majority of CSI spending was directed at
education programmes.

More recently, in 1998 the Centre for
Deselopment and Enterprise (CDE)
conducted two suneys 1o ascertun levels
of corporate social spending The first
survey of large and prominent
corporations achies ed a response rate of
31° (75 corporations) A second suney
conducted randomly drew 545
corporations of all sizes

The survey of large corporations
found that about RS80m was spent on
corporate socual responsibility
programmes annually The suney of
smaller firms did not isolate sport

spending prionties are changing and being
redirected towards the areas of HIV/AIDS,
as well as crime

Conclusion

Historically speaking, the involvement of
the corporate sector did play a role m the
political transition and the demise of
aparthewd, motnated pnmanly by
cnhghtened self interest Importantly,
ver, this history has played a
sigmficant role in informing the way South
African companies engage with CSR
1ssues Howeser, it 1s apparent that such
general statements are very problematic
Tor instance, while some companies may
have contributed to the political transtion
or urban declopment. other companies,
or cven those same companics i different
instances, may have contributed to the
mustreatment of labour or the
environment

Research has found that there are,
indeed, increased expectations of business
n South Afnca Interestingly, these emerge
as 2 result of a complex interplay between
focal South African dynamics and the
mtemational discourse There are also
mportant pressures coming from
government, especially related to BLE
Often, corporite voluntary imtiatives are

p b from CST initiati and
tended ta be less reliable. However, the
researchers found that smaller firms spend
proportionally more on local welfare and
benesolent agencies

Based on a very rough

{ dto T pt government
regulations

However, there are significant quesuons
about whether these expectations and
business initiatiy es result 1n actual

(that includes sport sponsorships), the
CDEL rescarchers estimate the annual
contnbution of the corporate sector to CSI
programmes at between Rdbn and RSbn

" annually This accounts for roughly 0,26%
of turnover of large corporations, and
0,15% of turmaver of small and medium
cnterprises

Educauon sull seems to be the mamn

beneficiany of social spending However,

provements in p Our
research has indicated the large gap
between declaratons and practice of
Iarg 1 T to

sustainable development, for example.

This is an edited verston of the full report

report entitled ‘The political economy of
sacial and

responsibility” presented by Iig at a recent

SWOP worksbop
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A joint project between SA Labour Bulfetin and NEDLAC, sponsored by NEDLAC

Nedlac’s role in the World Summit
on Sustainable Development

Thc Nauonal Cconomic
Development and Labour Council
(Nedlac) has identified the
forthcoming World Sumnut on Sustainable
Development (WSSD) as crucial to South
Africa, both in terms of hosting the
summut, and the content of issues that will
be up for discussion.

The coordination of constituencies”
input into the process 1s being cffected
through a jont task team on WSSD
comprised of delegates from both the
Development as well as the Trade and
Industry Chambers. From thus techaical
and operational level through to the
highest decision-making and pohicy level
of Nedlac - the Executive Council - there
is agreement that Nedlac needs to make a
significant contribution to ensuring that
the conference is a success. The summit
takes place from 26 August to 4 September
2002,

Content discussions
The Nedlac WSSD task team has
consldered the government Non-Paper on
the Global Deal for further
implementation of Agenda 21 towards
sustatnable development.The paper was
approved by all the stakeholders at a
mecling on 27 February 2002,
Government also tabled the chairman's
text 10 the task team, This text will form
the basis of discussions at Prepcom 111,
(preparatory meetings in the run-up to the
summit) and s still under consideration.

Emphasis has been laid on sectoral
partnerships. This issue was also
cmphasised by Zehra Aydin-Sipos, the
major groups coordinator of the UN, who
was in South Africa recently. Partnerships
are seen as important in the
i of targets. Di Jol
targets with clear timeframes will help to
make the Johannesburg summit different
from the Rio Earth Summit which took
place ten years ago, where specific targets
were not agreed upon

Government has initiated the drafting
of a paper on Civil Society and Industry in
Sustainable Development. It was agreed
that the drafting should include the task
team members. The paper seeks to clarify
the implementation roles of both civil
society and industry in sustainable
devclopment. This is not apparent at
present, as the sectors are currently more
ofa than an

c.The paper is still in

stage.

Logistical preparations
The Nedlac task team has also considered
logistical preparations for the summit. It
was addressed by Jowsco (the
Johannesburg World Summit Company
which has been established especially to
run the summit) on the approved budget,
policy and the
scheme. Jowsco has agreed to consider the
Proudly South African campaign, initiated
by Nedlac, in its procurement policy and
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confirmed that empowerment was one of
the considerations in choosing service
providers Nedlac is currently conswlening
developing scenatios for interction
among the non-gevernmental
organisations (NGOs) at the three summt
venues and those scenarios will be tested
against the transport plan The interactions
could add value 10 the formulation of
sectoral partnerships among the three
structures Constituencies mised concern
on the volunteer scheme and proposed
that it be a national process and not only
benefit people from the Gauteng
province

Zehra Aydin-Sipos also addressed the
Nedlac delegauon on the UN accreditation
system and fundiog for Prepcoms, as well
as discussing prepacations for the summit
with the major groups

Civil society representation
At the start of the process, there were
concemns expressed that owil socicty was
not fully represented in the structures that
had been set up 10 coordinate civil society
participauon Through the South African
Councit of Churches and the Nedlac
Community Constituency, the problem
regarding the leadership and
representation of the civil society process
has been successfully resolved

A Broad Poliucal Forum, representative
of major groups and taking into account
national dynamics, was established There
are seven major stakeholders m the
process, namely, women, youth, civics,
commuruties of faith, labour, NGOs and
the disabled A management commuttee
has been sct up constituting one person
from cach major group with the pnmary
responsibility of interfacing the Cvil
Society Secretariat on a daily basis and
designing a process 1o deal with broad
content and substance issues regarding
the summit.

Meanwhule, ongoing tensions within the

vl society secretartat came to @ head
recently with the announcement that the
CLO Jacqui Brown sas to be susended
The South African NGO Coalition
(Sangoca) head Zakes Hiatswayo s
currently acting CEO for the secretariat.

Labour, n the form of Cosatu, has
begun to play a leading role within the
secretanat Orgamised labour s of the
Aiew that the summut should emerge with
a clear progmmme of action, based on
agreement amongst the matn stake-
holders, for what some are calling a Global
Deal

Nedlac-specific input

Nedlac was also encouraged to do
something for the summut as an
organssation in addition (o constituency
organisational programmes. It 1s currently
prepanng a research paper that links
targets and action plans sct out in Nepad,
the secretary general's report and the Non-
Paper on the Global Deal for the further
implementation of Agenda 2110
sustawnable development The paper 1s
intended to assist the Depaniment of
Environmental Affairs and Tourism in the
development of implementation processes
and programmes for sustanable
development.

Preparation for PrepCom Il
Government hosted a workshop at the
beginning of March 2002 with the
objective of exchanging information and
prepanng for PrepCom I, which was held
in New Yok at the end of March

On 15 March, the Nedlac constituencies
met with Johanaes Pronk, the UN
secretary general's Special Envoy for the
WSSD He s touring the world discussing
the preparations for the summit with
heads of state and relevant munistaes to
get a sensc of the position that the various
countrics will be taking on important
issues
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international developments

The New Partnership for
Africa’s Development (Nepad)

he New Partnership for Africa’s
T‘D:vclopmem (Nepad) is an
attempt by Afcican leaders to

address on a collective basis Africa’s lack
of develapment. Representatives of five
Alrican countries drafted it, but President
Mbeki has been 1ts most active promoter.

Nepad was previously known as the
New Africa Initiative (NAD), which was
itsclf a merger of two carlier initatives, the
Milleanium Africa Recovery Plan (MAP)
and the Omega Plan. The MAP originated
from the invitation to attend the G8
meeting 1n Okinawa Japan in fuly 2000 to
presidents Mbeki, Obasanjo (Nigeria) and
Bouteflika (Algeria) These three were
invited to meet with G8 leaders to discuss
development issues becanse, at the time,
they were chairpersons of the NAM, the
G77 and the OAU respectively. The Prime
Mlnister of Thailand was invited along

International leaders have come
out in support of Nepad.
However;, many on the African
contii of its
contents. The Labour Bulletin
talks to Stephen Gelb, who was
a member of the South African
Government’s team in the initial
drafting of Nepad.

broad intent and outline of the approach
were presented, Many South Afdican
i were in the -
this was their (and the South Africa’s
public’s) first exposure to the process.
In the meantime, Senegal's president,

with the African leaders This
Ied ta a cequest from the OAU to the three
Afnican leaders to draft a plan for African
development. This process began in
earncest ing the UN's

A Wade, had d his own
draft plan for Africa's development - the
Omega Plan - to the Francophone Summit
hield ln Cameroon in January 2001,

Summit in September 2000.A steering,
committee of representatives of all three
was blished to e the

Sub: to this, Senegal was invited to
join the MAP steering committee, as was
Egypt, another of Africa’s major

plan, by then known as the MAD and
already somewhat in the public eye.The
January 2001 mecting of the World
Lconomic Forum in Davos included a
session on Africa in which President
Mbekd, President Obasanja and other
African presidents partieipated, and the

The of both
countries did in fact participate in all
subscquent meetings of the MAP process,
though Senegal continued to ¢laborate its
OMEGA plan as well. Ongolng discussions
about the merger of the two processes
continued uati! July, when a single
dacument, temporarily entltled A New
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Africa Initative, was presented to the OAU
Summit in Lusaka The name of the plan
was subsequently ehanged to Nepad in
October 2001, when the 15 member
Heads of State Implementing Comanttee
met for the first ume.

Who produced Nepad?

The document stself was dmfted by a team
with representatives of all five countries on
the Steenng Comettee, It was a
government process, sn that the members of
the Steering Commuttee were all
gorernment officials, but much of the actual
work was done by a“technical commuttee’,
w heeh included several mdivaduals from
three of the countnes who were acadenues
and rescarchers, not goyvernment officials In
drafung the July 2001 document,as well as
the several dozen background papers and
supportn ¢ documents produced by that
point and swnce, the Steenng and Technicat
Committees consulted very widely both
inside and outside Afnca However, the focus
of these consultations was staff of other
governments and of *official multdateral
orgamsauons The latter include the UN
Economic Commission for Afnca, the Afncan

H r, tus
explanation is not anu) adequate -
there could and should have been more
public discussion But there are tho
important ponts to stress at thes stage

Frestly, the Nepad process remains quite
embryonuc - the 60-page base document
stself 3 very broad, laying out a gencral
approach to Africa’s development There
remains a vast amount of ‘detail’ sull to be
claboeated - programmes, projects and
nsututional processes - and there 1s a
growing amount of ‘space’ for nput into,
and influence 1, the process, from all
quarters - trade unions, commumty-based
and human rights orgamsations, business
and farmer associations, women and
students

Secondly,as [ argue elsew here,t 1s
exential for the success of Nepad in its own
terms that e society organssations be.
uvahed in tie process of implementation
Thewr imvoh ement is important in the area of
monitonng and assessment, which s at the
core of Nepad Parucipating gosemments
showld be required to demonstrate that they
have consulted widely within therr own
countnes wlule in addition, to direct contact

Deselopment Rank, the OAU,
the UNDP,UNCTAD, FAO, The structure of the Nepad strategy
WHO, the WHO's Afncan A. Preconditlons for development
Regronal office, the Afncan 1. Peace, security, democracy and polilical govemance
Connection, as well as the 2. Economic and corporate governance, valh a focus on publc
World Bank, IMF, OECD and finance management
<o on All of these 3 Regional cooperation and integration
organisations, and others, B. Priority sectors
conunue 1o be involsed 1. Infrastructure
The consultation 2 and
process did not extend 10 3 Human development, with a focus on health and education
o o and skills development
il society organisations 4. Agneulture
within African i 5 of and exports, with
cren the five countrics of focus on market access for Alncan exports to industriatised
the Steenng Commuttee. countnes
‘This can be partly C. Mobilising resources
by the p 1. savings and capital inflows via further debt relief,
of time, and the difficulties increased ODA flows and pnvate capital, as well as better
of i ing and i " of public revenue and expenditure.
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Sourca A Hew Atucan 1 aves Uy 5991 para 461



between Nepad agencies and eelevant
in - N

What is Nepad about?

Nepad 1s an attempt to embody,in a
coherent framesvork, the need for
collective action by African states.
Underlying their argument is the view that
without collective action, weak states will
be unable to address the development
challenges Nepad is based on a three-
pronged strategy (see box on p 89).

The improvement of governance
included under ‘Preconditions for
Development’ will lead to the
strengthening of the weak states in Africa,
while regional and i

heart of the plan - to obtain resources
from the industrialised world - Africa will
have to improve its performance on
governance.These issues should be at the
centre of any progressive agenda for the
continent - reducing corruption,

i i P and

in the collection and use of public
resources in the arena of economic
governance; and resolving violent
conflict and enhancing democracy and
human rights in the political governance
arena.

Greater access to industrialised
countries’ markets for African exports will
also provide additional resources for
i in i A

will create the opportunity for increased
trade and investment as well as improve
intecnational competitiveness through the
pooling of African resources.

The ‘Priority sectors’ will prevent the
further marginalisation of Africa and lay

success is achieved in improving
governance aad in the priority sectors
(most i
IT, and human development, especially
health), risk premia and the costs of doing
business in Africa should fall, so that

the basis for in
the long term, while action in these first
two arcas will not be possible without
“‘Mobilising resources' from the rest of the
world [n the first instance, there ts a necd
for further debt relief and increased aid
flows, but in the longer term, private
investment should increase as perceptions
of risk are lowered.

South Africa Insisted, during the
process, that the primary focus of Nepad
should be on addressing the governance
issues desplte attempts to ceduce the
prominence of the latter in the overall
plan. Progress in meeting the ‘priority
sectory', In particular health; education
and infrastructure will depend on
improvements In governance and on
reglonal collaboration. The selection of
priority sectors was clearly a contested
termain as these reflect the differing
prioritics of the countries.

Governance improvements will lead to
an Increase in resource flows. This is at the

private savings and capital
inflows are expected to rise over the
longer term.

The implicit idea behind Nepad is the
formation of a*club’ of African heads of
state who can collectively undertake to
improve governance amongst themselves
by engaging in both joint and individual
actions. Even though the North
contributed *political momentum’ towards
its elabortion, Nepad rests on the
leadership of African heads of state. Within
this context, South Africa’s leadership 1s
essential. Desplte capacity constraints,
South Africa appears to be the one
country in the Nepad leadership swhose
primary concern has been the Nepad
process itsell and ensuring It succeeds,

Gelb is dircctor of The EDGE Instftute ~ a
HON-profit ccornomic researcly institute. Itis
analysis of Nepad, 'SAS role and importance
in Africa’, can be obtained at

www theedge orgza Tel-(011) 339-1757

g0

SA Labour Bulletin



ILO launches World
Commiission on Globalisation

he International Labour
Torg:mm(i()n (ILO) has launched an
18-month project (o nvestigate the
social aspects of glohalisation
A high level commission headed up by
the Tinnish President Tardier Halagen and
Tanzanian President Benjamin l\npp:\ will
spearhiead the project. The

Cosatu general secretary
Zwelinzima Vavi will form part
of a bigh-level international
team, which is set to look at the
social consequences of

tob il

will be tasked with the responsibilbity of
imvestgating amongst other issues, 1he
impact of globalisauon on employment,
decent work, poverty reduction, economic
growth and development.This could lead
to a focus on trade, hberalisation of capital
markets and the role of multinational
corporations.

At the launch of thus project, [LO
dircctorgeneral Juan Somavia said the aim
‘was to use the process of globalisation as
a resource 1o reduce poverty and
unemployment to foster growth and
sustainable development’ Somavia went
on to say that the commission was an
‘unprecedented effort to promote
nternational dualogue on ideas to m;lkt
globalisation more inclusive 'G! f

8 isation. Liv Torres and
Reneé Grawitzky report on
this development,

a number of collahortive efforts (logether
with the International Monctary Fund) 1o
promote poyerty reduction strategies in
developing countries

Decent work

Dunng s first TLO conference in June
1999, Somavia introduced the concept of
‘Decent work’, which is built around four
strategic objectives fundamental ghts
and principles at work, employment, social

he said,'had been an instrument for
progress for some but for athers ot had
and v
Under the new Icadership of Somavia,
" the ILO has attempted to reclaim ground
Tost dunng the carly 10 mid-1990s as
globalisation (and the prominence of the
‘World Trade Organization) gained
momentum. He initizted closer working
ties with the World Bank which has led 1o

cction, and sacial dialogue The
organising theme for the 2002-2003
penod s accordingly to put the decent
work agenda into pracuce. Statements so
far would indicate 1hat 10 make the decent
work concept operational Somavia favours
advocacy, persuasion and working with
countries,'by building on the socul floor*
established by the Declaration on
Tundamental Principles and Rights at
Work
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In line with his
focus on dialogue and
advocacy, Somavia
convened a special
meeting of the ILO
‘Working Party on the
Sacial Dimensions of
Globalisation in June
2001.The meeting
discussed a proposal
for strengthening the
Working Pacty,
including the
possibility of setting
up an inter-
institutional World
Commission on the
social dimensions of
globalisation.

‘The meeung was
notable for the fact
that a range of
developing countrics
mcluding Brazil, Chile,
South Africa and
Burkina Faso
supported the setting-
up of a commission (as
did the European
Union, US and Canada,
as had been expected)

The ILO Workers® ILO director-general Juan Somavia
Group argued thata
World C should a

uscful body of rescarch on the social
consequences of globalisation and the role
of the various iastitutlons (such as the
WTO, IMF and World Barik) in supporting
or undermining respect for core labour
standlards. Furthermore, they argued that
such a commission should include scveral
prominent trade union leaders among,
its members, and had to conclude its.
waork by the time of the 2003 1LO
Conference,

‘The commission, which compelses
Ieading trade unionists (such as Vavi),

economists (Joseph Stiglitz) and
politicians, will have ta rcport back to the
ILO governing bady in March 2003.The
commission’s findings will form the basis
for Somavia's report to the June 2003
International Labour Conference.

Endnotes

* Tbis Is to be done by promatton and
realisation of standards, sccur ing decont
employ ment and income, enbancing the
coteruge and effectlveness of soclal protection,
strengtiening tripartism und social dialogue
and crosscutting activities
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Argentina: What lessons
for South Africa?

ut what is so dufferent about Svuth
BA( rica’ The similanties between

South Affica and Argemina, the
latest centre of emerging marhet cnsis, are
considerable. Both countnes have roughty
the same papulauon, fall in the category of
middle ncome, have a considerable
amount of industry, an extensn ¢ muddle
class,and a welldeveloped trade union
movement Both also have lnghly unequal
distributions of income. Objectively, the
similarites berween South Africa and
Argentina far outw eigh the differences

Yet, our and pi

Maiustream: econoniic analysis
and government officials like to
think of South Africa as an
enmerging market of a ‘special
type’. It is supposed to be
different from Thailand, South
Korea or Argentina. Jobn Pape
examines whether South Africa
is the ‘exception’, not the rule.

persist wath this noton of *South Afncan
exceptionalism®. The Iy nchpan of this vies
is that we are the only emerging marhet

South African government advanced in Gear
They engaged in fiscal disaipline and

wvhich has got wts ¢conomuc

right. This s the biggest deception of all
Nearly every emerging market in the last
decade has attempted to get thesr
*fundamentals’ nght.

Distorted perspective
In this regard, Argentna 15 a perfect
«xample. Com entional economists swould
have us bebes ¢ that the Argentines did
nothing but mindlessly run up debt to the
point  here they could no longer afford to
. repay the internatonal financal msutuuons
This is a distorted perspecun e For the last
decade Argentnean economic pohcy
makers followed the market 1o the letter
They drew the lughest prase from therr
ideological gurus in Washington and
Brussels They did most of the things the

perhaps the most extensive
Priansauon progrumme m Latin Amenca

The Argentine Finance Minustry follow ed
the advice of the [atemauonal Monetary
Fund AMP) and pegged their currency to the
US doliar This pegping was not an act of
irmstionabity It was done to ensure that banks
and foreign v estors would not lose out «f
the value of the Argentinean peso werc 1o
fall Like Gear, the cconomic plans of the
Argenunean government had hornfic effects
on the worhers and rural dwellers
Unemployment skyrocheted o nearly 20%
and the gap betw een the nich and the poor
continued to rise

But make no mastake about i, the
Argentines had got thewr fundamentals nght
S0 confident were their economic policy
makers that as reeently as early December
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2001, Minister of Finance Domingo Cavallo
told the press:*There is no need to worry.I
realise people are womed but there is no
need to be alarmed!\Within a month the
situation wiich was not supposed to cause
any'alarm’ brought millions of Argentines to
the brink of starvation and led to the
resignation of Cavallo and the entire

il Cabinet i
Fernando de Ia Rua.

Not a level playing field

If Argenuna had gotten its fundamentals
right, what went wrong? The real problem
is that the global cconomy is not a level
playing field. The Domingo Cavallos and
the Trevor Manuels of the world can do
everything in their power to ensure that
their ducks are lined up in the free market

experts or workshops to realise that
budget cutbacks, privatisation, and the
wealthy taking billions of dollars offshore
were gradually grinding them into the dirt.

Coherent response
Our business press would have us believe
that the mass movements which brought
down the Argentinean government are
forces of economic irrationality Those who
blocked highways in Buenos Aires, mattled
pots outside ministers’ houses, and looted
the stores of US-based retail giant Walmart,
are part of a growing cohort of people
around the world who are looking for an
alternative to the dictatorship of the market.
For the majority of South Africaas, the
lessons to be learned from Argentina are
not about how to manage debt or

row.They can spend time in i with
the IMF and the World Bank extracting
assurances that things are on course. Yet at
the end of the day, the ¢conomic model
they implement is a direct attack on the
living conditions of the majority of their

i E are a
sct of policies constructed to give top
Ppriority to the interests of global investors

(nor to invent mare
ways in which South Africa is the
Instead, A ini's
further fuels the argument that the
countries of the South and the majority of
their population are under attack, The
problem is not one of appropriate
ecanomic policies, it is a problem of the
unsustainable structure of the global

and i financial instituti
Despite grawing global inequality and
poverty, the supporters of sound
economic fundamentals insist that the
only way forward is further liberalisation,
Naot surprisingly, in Argentina, it was not
the bankers and the political Icaders who
questioned the macket model, it was those
who had felt the mzor edge of the
market's effects, The unemployed, whose
had swelled as
Argentina pressed on to get ity
fundamentals right, come together with
blue-collar workers and the middle classes
o say no to austerlty and force Cavallo
and President Fernando de Ia Rua into the
ranks of the unemployed These popular
economic actors did not nced
postgracluate cotrses {rom ¢conomic

The crisis in

is not the fiest (nor likely the last) amongst
South America’s emerging muarkets

Ultimately, South Africa’s turn will also
come,The alternative 1s to join with
ordinary people around the world to
contest the dominance of the murket.As
more and more face unemployment,
disruption of services and escalating
prices, maybe the cconomic policy-makers
need to stop focusing on inflation targets
nd investment incenuves and consider
such an alternative. Otherwise, their
strategic plans may have to Include how to
respond to millions of South Africans
blocking highsvays and rattling pots.
outside thelir front doors.

Johu Pape works at ILRIG.
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arts & leisure

Lumumba:An African
leader’s brief blaze of glory

atrice Lumumba (played by Ing
Ebouaney) was for a very short
penod of ti

the firt pame munister of an ndependent

Congo Luntmba starts in 1960 but then

- unul hus assasvination,

Elvis Mitchell of the New York
Times reviews this movie which
opened in South Africa recently.

Jumps back a few years 1o the of
Lumumba's poliucal career The wholesale
change he helped brng about, the
insuerecuons that forced the hand of
Telgium'’s King Leopold 11, who then ruled
Congo, went beyond anything he might
have dreamed and feared

The film refuses to lay out Lumumba’s
life 1n tradinonal, corny terms by
presenung a lengthy and uasn eldy
history lesson and then groveling for
audience sympathy Instead Lumumba
vaults through his radicalisation and the
track that led this former vl servant and
beer salesman to leave his angny stamp
on the world Lumumba’s put

for subversion and spent siv months in jail
before he was freed to attend a poliucal
summit in Brussels 1umumba is a man who
remembers indignity and wants to ensure
that others will never have to suffer

Tts athnll 1o see a movie about Afnican
palitics that does not condescend 1o
audiences by placing a sympatheuc white
African at the centre.The film’s director was
out to make a film that cxposes the ughaess
of cold war politics and hnee-jerk
imperalism The mosie s view 15 that
Lumumba was sacrificed to stop African

is pivotal duning the handing over of
Congo from Belgium to i freshly clected
black officials The new president, Joseph
Kasa Vubu (Maka Kotto), 1s an alleviator;
he gently thanks Belgium, tahang Tus lead
from paternalistic comments lihe, Beware
of hasty reforms, and do not replace
Belgan insututions unless you are sure

, Youcan do better When Lumumba hears
this, he is unable to contain the wolfish
snarl on his face *Our wounds are too
fresh and painful for us to erse them
from our memon, he brss

Cenainly Lumumba's wounds are fresh

He incurred them when he was arrested

His enemies used the hollow
w el meaning guise of stamping out the
Commumst threat And Lumumba lets
nether the United States nor the United
Nauons off the hook it implicates both in
his assassmation The irony 15 that Congo
remams embrotled m overthrow and
turmotl, the bleahest Pandor’s box ever to
be pricd open This is a movie about chaos
and regret, focusing on the unlcashing of
forces greater than any one person could
hope to handle and the camage, how ey er
necessary, Jeft in their wake.

Tts fs an edited verston of the review:
supplied by the Film Resource Unit (TRU)
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Labour voices on the

aimrwaves

its i for the

ctween Sep and D by
Bl997,n collective of labaur secvice

organisations carried out a radio
pilot project, called Workers World. It
consisted of 12 weekly 30-minute slots on
Bush Radio, a community radio station,
focusing on issues relevant to workers and
the Jabour movement.

At the end of the pilot project, it was
agreed o set up a semi-independent radio
praduction project. This decision was
based on the obvious need for radio
productions focusing on labour-related
issues,

Why Workers World Radio
Productions?

Due to a varicty of reasons, the profile of
the labour movement and laboure issues
has declined since the mid-nlneties. Mast
references in the popular media to teade
unions and their activities are cast ina
negative hght and portrayed as harmful to
i and
growth This is despite the positive
contribution madle by labour during the
anti-aparthieid struggle and now in
teansforming South Africa.

Radio, as the most accessible and highly
papular medium, can play a vital cole in
steengthening the democratic process in
South Africa and the labour movement. 1t
I for this purpose that Warkers Waorld
Radio Productions (WWRP) was set up.

The project plays a multi-fuceted role
for the Libour movement, whilst stil)

programme producers.The role of the
project includes providing the trade union
movement access to the airwaves. It
enables warkers and trade unionists

to express their views in the form of
quality productions and consequently
enhances their democratic role within
civil sociery.

Pilot project
‘WWRE, together with the National
Community Radio Forum (NCRF),
developed a pilot project involving the
setting up of weekly one-hour labour slots
on over 30 community radio stations
nationally.

Each week the slots focus on a selected
tapic.These topics arc decided upon by 2

representation from the key labour
federations and labour service
organisations, WWRP produces and
distributes all the pre-recorded material to
pacticipating radio stations. Its labour
news bulleting draw a lot on telephonic
Interviews with relevant trade unionists,
Many teade anionists also use the WAWRDP
labour news hatline, a 24-hour tetephonic
recording seevice based in the WWRD
production studios (021) 447-6845,

Through ths facility teade unionists are
able to phone In from anywhere and tell
their labour news story, which will then
be included in the following week's labour
news bulletin,
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BORWA FINANCIAIL

5™ FLOOR, 13 Fraser St

Johannesburg

Objective: To provide a full range of financial and allied services

Tel (011) 838-3751
Fax (011

to worker organisations on a non-profit but cost-effective basis. email sgreybe @hippf org

Collective ownership

BORWA is collectively owned by those
organisations to whom it provides services. As
such BORWA responds to the needs of the

members of mass-based worker organisatio

and by incorporating them into its owner:
structure, its board of directors ensures

accountability and efficie

Service provision to provident/pension funds
NGOs, SACCOs

BORWA provides a full range of financial services
with respect to administering and insuring such

organisations, maintaining their books of account
drafting budgets, facilitating meetings

conducting
communication, coordinating legal assistance as
well as providing other forms of general support

The organisatio
BORWA are inve
housing and SACCOs (savings and

cooperatives)

BORWA will si
to administer r

on be setting up a Trust Company

tirement fund death benefits on
behalf of beneficiaries with an emphasis on a
trust's social responsibility (to check that
beneficiaries, especially children, are really

benefiting from the trust monies) as well as

providing the best possible financial returns

BORWA currently administers R116m worth of
assets. Its auditors are Nkonki Sizwe Ntsaluba
If your organisation is interested in BORWA

providing any one of the above services,
please contact us for further information.

BADIRI HOUSING ASSOCIATION (BHA)

5% floor, 13 Fraser St, Johannesburg. Tel (011) 838-4493. Fax (011) 838-9138

Objective
To provide housing assistance to
workers earning below R5 000 per
month. Such assistance takes the form
of buying and maintaining blocks of flats
for rental accommodation (between R650
and R1 300 per month); purchasing land
for development of houses for ownership
(ranging between R40 000 to RS0 000),
arranging housing finance for workers

: via provident funds, banks and the state

making use of BHA on an organisational
basis form the board of directors. BHA is a
registered section 21 non-profit company.

Projects

BHA currently has five projects in
Gauteng, one in Bloemfontein and is
investigating projects in the Cape and in
Mpumalanga. BHA is available to initiate
and manage projects for worker
organisations such as retirement funds,

y: ping and mai ing
sites for commercial and light industrial
companies.

Collective ownership
The stakeholders investing in and

trade unions, community associations,
NGOs, savings cooperatives.

For further information please contact
the above numbers



IT'S NOT WHAT THE GSSC STANDS FOR,

GSSC stands for many things: Gauteng Shared Service
Centre being Just ane. It stands for an exciting initiative
from the Gauteng Provinclal Government. It stands for
providing a range of shared services, from IT to Human
Resaurces, Procurement o Finance and Internal Audit

50 that our nurses, teachers, firemen; soclal workers

and all other oivil service personnel can get an with doing

‘what they do best - without having to worry about time

% F,
e o

BUT WHO!

consuming tasks outside thelr areas of expertise. It
stands for helping to make Gauteng work more efficlently.
It stands for creating an environment In which everyone
who works for the GSSC can achiave his or her full
potentlal and experience his or her true value, But above
all, GSSC will help to make it possible for others to
provide a quicker, more professional, mare caring service
to every single person who Ilves in our provinge

bz
25
Gaurene Suaneo Seavice Conrne
At your service
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