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SOUTH AFRICA’S WAR AGAINST CAPITAL- |
ISM by Walter Williams (Juta, 140pp, |
R34,95).

Arriving in SA from the US in 1989, I didn’t
take long to realise that this is a very socialist
society, despite all those “Free enterprise is
working” billboards government put Uup
around town.

This was a government that told you how
long you had to wait for a telephone, how |
much money you could spend on foreign trips
and what news you would watchon TV. This
was a government that prohibited movies on |
Sundays and the publishing of quotes from
banned opposition leaders. And certainly no
government could be called capitalist that
restricted 75% of the population to public
housing, wouldn’t allow them to own land or
let them open businesses in most cities.

But for many critics of apartheid on the
Left, all these government controls somehow |
equal capitalism. They talk of apartheid cap- |
italism when they should be talking about
apartheid socialism,

Now along comes another American — a
black at that — who has traced the history of
how SA became so socialist. Walter Wil-
liams's message is simple: apartheid is the
very antithesis of capitalism. His book, pub-
lished in the US in 1989 and then reworked
for its SA release late last year, details year-
by-year, law-by-law his argument that
apartheid and capitalism are not bedfellows.

Though written by an academic — Wil-
fiams is an economics professor at George
Mason University near Washington, DC —
the book is fairly readable. It’s repetitious,
often lacks grace, but avoids the ponderous
tone that plagues most academic efforts.

The “problem” that SA faced early in the |
century was that blacks — willing to work
harder and for lower wages — were rapidly
taking jobs away from whites, especially
miners. Pressured by white unions, and over
the vociferous objections of the mining com-
panies, government began passing the dis-
criminatory legislation that eventually made
SA a world pariah. I

First there were requirements for compe-
tency tests and licences that were aimed at
eliminating blacks, Later there were mini-
mum-wage laws that cancelled out the
blacks’ comparative advantage in being will-
ing to work for lower wages. Finally there
were job-reservation laws that kept blacks
out of certain jobs and drove up wages for
whites. These laws were all passed in the |
name of Afrikaner socialism. PM JBM
Hertzog was fervent in his belief that |
“national freedom means death to capital-
ism.” And Jan Smuts, as early as 1900, said:
“Jt is ordained that we (Afrikaners) should
be amongst the first people to begin the
struggle against the new world tyranny of
capitalism.”

Williams debunks many of the Left’s most
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sacred beliefs. One is that business benefited
from all this discrimination. In battle after
battle over each piece of new legislation, it
was business, usually the Chamber of Mines,
on one side and the socialist-dominated
white labour unions on the other (the white
workers believed they were being exploited
by blacks offering cheaper labour). Of the
hundreds of racist labour laws, according to
Williams, the mining houses supported just
one, the Land Act of 1913, which drove
blacks out of agriculture and ensured a
cheap, readily available supply of unskilled
labour.

SA’s War on Capitalism holds an impor-
ant message for blacks who are convinced
they would be permanently relegated to the
bottom rung in a free market. Eighty to 100
years ago, when a much freer market pre-
vailed in SA, blacks were moving ahead
smartly, stepping increasingly into higher-
skilled jobs in industry and the public sector.
Government, knowing full well just how for-
midable blacks would be in a free market,
did everything it could to limit that competi-
tion.

As Hertzog said: “In the nature of things,
the fittest would survive, but the fittest was
not the Buropean. The fittest was the native,
who could live more cheaply. Parliament
would have to take steps to stop the kind of
economic forces that were against the Europ-

ean and meant the death of the white man.”
John Koppisch
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THE goverhment has
tentatwel}r started to
involve the ANC in de-
cision-making "on impor-

tant financial and econom--

ic issues.

Because of sensitivities,
hoth sides are reluctant to
attach significance to
meetings between the two_

on such 155“&5, but the.pe y W

have been. several in the’
past six months and.they
are set to increase,
The most significant
contact has come in the
workings of Vatcom, the
comimittee- set up -by
Deputy Finance Minister
Org Marais to oversee the
introduction of Value Add-

ed Tax in the second half of -

this year. .

Aithnugh the ANC was
not invited to nominate
representatives to serve on
the committee, and would
have declined to do so if
asked, one committee
member is an ANC official
and at ieast two others are
sympathisers.

Mr Marais said- yester-
day that “Poti” MnTutu the
ANC s internal manpower
director, had Dbeen
nominated by the black

businessmen’s association,
to serve on
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THE SUNDAY MORNING
ASSESSMENT -

By Mike Robertson
who joins the Sunday

| Afrca I therefnre feltlt

Times as Political
Correspondent today

Two other committee
members, Marina
Maponya, wife of the
businessman Richard
Maponya, a close friend of
Nelson Mandela, and busi-
nessman George Negota
are believed to be ANC
sympathisers.

Mr Marais stressed
yesterday that the commit-
tee members had not been
appointed because of their
links with the ANC but
because of the contribution
they cuuld make.

Spectrum

He added, however, that
every effort had been
made to involve black poli-
tical, businesss, commun-
ity and trade union orga-
nisations in discussions on
VAT.

“The VAT system con-
cerns everybody in South

-fa

necessary to consult as
wide a spectrum as possi-
hle ?

. An ANC spnkesmen said
hls organisation had not
contributed anything to
Vatcom, although some
members were serving in
an individual capacity.

Mr Marais said that
neither the ANC nor the
Congress of SA Trade
Unions had made submis-
sions to Vatcom. However,
a “junior Cosatu econo-

- mist” had made a contribu-

tion in an individual capa-
city.

ANC sources indicated
that both the ANC and
Cosatu were reluctant to
be linked to Vatcom as the
government was proposing
that the General Sales Tax
exemption on foodstuffs
would be scrapped when
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WHILE thnusands uf -.
prnrate sector. are lnsmg thmr -jobs as.a |
esult of Solith Africa’s shrinking econo-
y the number of civil seﬂants seems tn
keep on growing., . N
. Fl res compiled by the research ﬂ“’l—
. sion’ nf tlie United financial group show
that the puhllc sector has increased by

abuut 20 percent sinée 1980. The growthma
}tfﬂnd i$ ex- —

pected to _.MONEY TA'-K ;%

cnntm\le+ W
whlle the,1'l-:-I‘hia~l_pl-llul-:ill-{kL
oiitlook: . for. NN o
new ]ohs m the pmate sectnr 15 ﬂec:ded- %
ly glﬁnmy..% e v e
Spokesmen fnr “the- Commlsswn ﬂit-}i
Admlmstratmn, the body responsible-fo
uverseemg gmfernment employment,
 claim the main, I:fﬂﬁﬂlh or. _f:l%”e‘,mﬁc;ease an
the’ Tiiin ﬁar;x of  public’ Servants; wﬂrlmms"*'e**t :
salariés have fo'be paid by the taxpayers,
is the'growmg demarid for services suchr |
as nursing; and ,teachmg o -

However, ecﬁnunusts warn that mth
the prnrate sector ‘under pressure as a+
result- of the: recession, it will. become "
dlfﬁcult for_ the*State to find ennugh
mnney 1o’ meat this'demand. -~

;‘“‘““Weﬁexpect further. retrenchments in’:
{ F ate. tﬁnﬂat«:ﬂ' in' 1991 and the nut- :

A lpnmy," says Dr Hans
7 % ef ecnnnnust at the Umted

SAtthe ame t:lme, gmernment pohcy
is to'elos &iﬂie ‘gap in the remuneration of ,;
dll‘fereﬁt“ race; gruups emplnyed in_ the
publlc semce. NPT S

J-r"‘

"The nvemment needs more ii.uiney to
\'pay more  peofile to.provide more services -
, 1 to a rapldly g:'uﬁmg populatmn. Tﬁ.ﬂ ':,:}:h-'L--
\But nwhere wﬂl the money ¢ come from"

hobp)

The snlutmn lles in ecnnnmm growtll

In this reﬂpect, there is sume hnpe m
that the . informal ' sector,, :
dommated byﬁblack efitre- |
preneurs, 1S expandmg at
abuilt: four perc:aét a year.
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Huwever, ,AC rﬂinjg'*'{ to
the Umted’sf'report, Pro-:
ductmtyf is decllmng s be=:
- cause’ people are %unhnu-
. ously 3 demandmg A mnre

3 mnnenyor 1éss; wurk.

1 ok ,‘ri!..\ J,rﬁ,’jl,-,_ y R_E -gh”“i'- 5
' "'Y’et we. are i’;n competi--

*tlun wnth developmg coun-; |
mﬂﬁ*f'ﬂl the?:Falf East, 1
where “worker. nutput is |
grnmng faster than pay '
ncreases.. my

Fl
L
r

[_ ..,h.
.Asa natmn we must get |
the econnmy,,growmg S0,
new. ]nbs can be crea ted,
~ ruducmg taxes to pay the
.'requlred numher of - civil
servants. I
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THE deeline in total economic actiy-
ity is notvonly continuing unabated,
but is extending to even more spheres
of produi
uary Economic Review.

Although not as severe as the pre-
vious two_ downturns, this downturn
had already lasted 21 months and any
significanf upswing in general eco-
nomic activity should not be expect-
ed until early 1992, it said.

tive influence on the economy in 1991.

The already slow rate of expansion
In major trading partners’ economies
could be further affected by the Mid-
dle East crisis and have an adverse
effect on exports.

Consumers’ financial positions
would weaken markedly as a resujt
of more moderate adjustments in la-
bour remuneration, a continued high
inflation rate and sustained relative-
ly steep interest rates.

The review said unfavourable con-
ditions in the agricultural sector
would be reflecéted in declining agri-
cultural exports.

Strict control over government ex-
penditure would prevent any signifi-

cant stimulus to growth from that,

sector, and weak demand would be
reflected in a continued discourage-
ment of capital investment.

One feature: of the current down-
swing was that, -disregarding the

agricultural sector, SA had not been zero to 0,5% for 1991. |
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experiencing a true recession as yet "

(real GDP has not yet declined for
two consecutive quarters),

On a more positive note, the review
satd the inflation rate shbuld be down

0 11% by December this year, thanks
‘largely t0 an expected appreciable

reduction in, the rate of increase in

11 ear] ' salaries and wages,
Various factors would have a nega- .

" Also, “a sustained strict monetary
policy will help to prevent wage and
price rises from being fuelled by a
sharp increase in the money supply”.

Syfrets economist Elmien de Kock
said, recessionary conditions were

likely to be more deep-seated and

protracted throughout 1991,

Consumer spending was forecast
to grow at a slower rate in 1991 after
an expected growth rate of 0,8% in
1990, dampening overall activity.

Fixed investment was expected to
remain depressed, despite the Le-
sotho Highlands project and expected
spending on housing, N

“Government spending is forecast
to grow at the rate of inflation; which
will be about 12,5% over 1991,” she
said. .

., ,1he general slowdown in world
economic activity will not benefit ex-
ports, but a recovery can be expected
towards the end of the year,”

She forecast a GDP growth rate of




Africans must

THE main tasks facing the
economy are to restructure it
so as to benefit the greatest
number of people and
organisations possible.

However, South Africa’s hu-
man and material potentiali has
been barely scratched. Indeed,
South Africa is really an under-
devetoped country. A forward
looking and developmental out-
look is required.

The redistribution issue is real-
ly backward looking; putting the
stress on the already baked but
relatively meagre bread, as it
were.

Constructive  plans, sound
practical approaches, are required
for effective transformation and
sustained development.

The task which awaits us - to
effect social changes and ac-
celerate the economy - is a heavy
one. But it can be achieved within
the market economy, still the ideal
framework and route for revolu-
tionising underdeveloped

economies.

Naive

Only the naive or ignorat
would expect'that some measure
of public intervention and in-
volvement woulid be ruled out.

Yet experience has shown that
social democratic or welfare-
oriented economies characterise
modern capitalism. But it is im-
portant that the state busies itself
with the economy to supplement
and not supplant the efforts of the
private sector.

The revamping of South Afri-
ca's market economy is necessary
and inevitable to extend and
decpen the quality of skills and
enterprise of the Africans in par-
ticular. This could happen at *w.
levels.

For the workers, higher and
varied skills are needed. General
social uplifiment must also
accompany the process, making
| cultural and  psychological
changes inevitable.

Other radical actions are
needed. Industrial relations must

MESH SUMA, formerly
Meshack Mabogoane, a

journalist who Is now
establishing the Feder-

al Democratic Move-
ment, puts the case for
African nationalism
being the moving force
in establishing the
“new South Africa's”
economy.

be significantly u':ferhauled. The
racial questiun is central. In South
Africa, in addition to the normal ™
antagonistic relationships between
workers and employers, each
group also views the other as
belonging to another race.

A variant of this exists in the
white and Indian-led (or domi-
nated) ‘‘non racial’® labour
unions. Non-racialism is a nice
phraseology but racial feelings are
concrete and go deep. The African
worker refers to both the white
employer  and non-African

unionists as ‘‘them.”’
Africans become gratequand

dependent, remaining the eternaily

incapable underdogs, it seems.
Whether as producers or earners,

aliens must

. tlead‘ ‘ them.

~and Afrikaner

Psychnlnglcally, however um:un-
scious, Africans do suffer aliena-
tion.

No wonder that most of the

long industrialised workers in Af-
rica still have secretary generais
and real administrators of their
fabour federations who are non-
African. Talk ©OFf backsliding,
emasculation and selling the na-
tional soul!
The industrial refations system
needs urgent surgery. In-house co-
operatives or workers’ syndicates
should be encouraged and formed;
employee  share  ownership
schemes must be extended.

Commitment to, and identifica-
tion with the job, are sure fo
ensue.

Workers

Labour unions must be led
entirely by African workers. The
right and duty of national self
determination is  unarguable.
Democracy should take place.
Unions should be of workers, by
workers and for workers and not
the petty bourgeoisie and alien
leadership which controls them
now, This will enhance their
ability to do things for themselves,
part of liberating Africans
psychologically.

Unions should be instruments
of community development and
economic empowerment while
contributing to real African nation
. building.

Still, the greatest need is to un-
lock the spigit of enterprise
amongst the Africans.

Collectively more elaborate
and well determined collective
frameworks and means are re-
quired. The entrepreneurial uplift-
ment of Afrikaneré, for example,
can serve ,as.a model. National
trusts ,and- spemal measures from
the-State were started by them and
fnr them.

. The state certainly played a
majur role in these developments
either through legislated and sup-
ported co-operatives or contracts
awarded favourably to Afrikaner
businesses, This is how Volkskas
insurance com-

panies became giants,

Similar networks and measures
are, for Africans, either tacking or
really inadequate. A statutorily-
established black economic frame-
work of voluntary and obligatory
contributions (shares and levies)
to community, workers and na-
tional trust funds is imperative.

Persuasion will be needed to
ensure that black local councils
and schools, for example, insure
themselves or bank with African.
financial institutions. Favourable
contracts to African enterprises
and businesses are required.

Trust funds could be used for
massive purchases of shares in ex-
isting major corporations.

Joint ventures with existing
major corporations will be in-
evitable. However, as time moves
Africans should gain the upper
hand in technical, managerial and
directorial positions.

The special promotion and pro-
tection of black enterprises are a
must.

But all this will come o little
without the primary ingredient:
The national will and the. spirit of
self determination.

Demands

This demands commitment to
nationalism as the driving force.
Racial solidarity and going it
alone as much as possible, -genu-
ine self help and upliftment are its
essential ingredients.

Above all it calls for the
removal of the virus of depen-
dency - now disguised as ‘‘need
for expertise’’, or ‘‘non-
racialism’ meaning complete and
everlasting reliance on white and
Indian lJeadership. Africans must
be led and directed by Africans
themselves.

If there are lessons to be
learnt from the rest of Africa and
“‘non-racial’’ bodies here, it is
simply that reliance on non.
African expertise is fatal. In con-
trast, the success of the old and
new industrialised countries or
societies depended on the national
will and spirit, the real bootstrings
that pull peopie up.




By PIETER COETZEE
Financial Editor

SA can experience an-
other year of negative
_growth in 1991 after GDP
declined by about 1% in
real terms last year, says
Ryk de Klerk of the
Board of Executors
(BOE).

Prospects for 1992,
however, are more <I-
_couraging and with skill-
" ful political and econo-
mic management there
is the potential for rapid
economic recovery in
1992/93.

De Klerk says he ex-
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pects that the tight eco-
nomic policies will suc-
ceed in producing lower

inflation and higher

foreign exchange reé-
serves. ~
Interest raies could

‘therefore gradually be

lowered fo-about 17% to
18% by year-end. “This
Process should continue
in 1992.

«Another positive de-
velopment which is

_helping to set the stage

fora securely-based eco-
nomic recovery is the
gréatly improved fiscal
control exerted by the
authorities. :

“For the second year
running the deficit be-
fore borrowing is likely
to come in under budget
in March.

«particularly praise-

worthy in our circums-

stances is that the In-

crease- in government
spending will come in
below the inflation rate:
— government spendingf
has therefore been nz,m.
in real terms. |

«There also appearsto
have been notable pro-
gress in ending the wmn-
healthy practise of box-
rowing to finance
current rather than cap-
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‘ital expenditure,” Says
De Klerk.

A gradual lifting of
trade sanctions should
ocecur in 1991. With slow
world economic growth

' this may not provide a
significant boost to ex-
port volumes but effec-
tive prices received for
some exports will 1m-
prove as the SA “dis-
count” disappears.
«“Wwhen world econo-
mic growth picks up
again, hopefully in 1992,
our exports will at least
not be fighting with one
hand behind their backs.
«More important than
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would-bel jan easingof-fi

e
nancial ; {;anctions. "To-
wards thre end of last
year ther e were indica-
tions th at short-term
foreign capital was
again avrailable to SA.

“If sig niificant political
progres £; is made it may
be poss; ible-to renegoti-
ate ouir current foreigh
debt re¢:payment sched-
ule, o1r at least attract
suffici e2nt new capital to
forego; ' the. necessity to-
run
accovint surpluses year
after 'year.

“Pyirther down the
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it may be possible to
IMF and/or
World Bank funds on

reasonably afractive

line

-

“Renewed direct pri-
vate sector foreign In-
vestment would be the
cherry on the top, but is
unlikely on any signifi-
cant scale until sueh in-
vestors have real assur-
ance that the longer
term political and eco-
nomie environment In

rthe new SA will be a re-

warding one for long-
term investment,” says

De Klerk.
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SA in an economic CIISIS . ;

By AUDREY D’ANGELO
Business Editor

SA is in an economic eri-
51s — and growth must
be stimulated by invest-
ment in black housing
and education and the
electrification of town-
ship houses, says Iead-
ing economist Rob Lee.

Interviewed yester-
day, Lee, who has just
joined the Board of Ex-
ecutors, said he now
thought it would be in
the national interest for
life offices and building
societies to invest a
small proportion of their
cash flow in black hous-
ing, ve

He had lost hls earlier
opposition to this after
talking to ANC econo-
mists. They admitted so-
cialism had failed and
were ‘learning rapidly
how markets worked.

But talking to them _
had given him new per- M
spectives and made him realise that
Western-trained economists, too, were
blinkered in some ways.

“*SA has an economic crisis. We
need to grow much faster and I have a
feeling that we are going to have to do
some relatively unorthodox things to
get growth going,

' “We need to redistribute wealth by
investing in the black community. We
must invest in education, housing and
the electrification of black townships.

“This will create more jobs, which
will have a multiplier effect through-
out the economy, and will lead to a
more stable and productive work-
force.”

Lee said the wnrk could be carried

out without increasing imports signifi-
cantly. The capacity was already
available in SA.

There would be no need fnr a horrif-
ic tax burden to pay for it. The private
sector would have to play a role “and
Shl‘.}l:'lld he able to do it in a viable
way”’

He ‘thought foreign investors would
buy housing bonds if they saw positive

t
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; ROB LEE ... we are going to have to do
some relatively unorthodox things to get
grumh going ) -j’*
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action being taken and if viuierice and

unrest disappeared.
Investing only 3% or 4% of the cash

" flow of life offices and building soci-

eties would pay for enormous housing
schemes, and would be iIn the long-
term interests of the pulmyhulders

, and investors.

Business must be pro-active. Yester-
day’s announcement that R500m

wolttld be made available by a group of

companies for education and other so-
cial welfare projects was the kind of
initiative needed. fraur

' The private sector was realxsmg that
“if the country went up in flames it
would not be a guud environment for
business”. D

But, Lee pumted uut housing initia-
tives would not work if people were
afraid to go into the townships and if
rents were not paid.

And the black leadership would
have to deal with unrealistic expecta-
tions which had been built up.

“The economy can deliver only so
much. SA is not a rich country,
although the impression has been
built up that it is.”

f
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ECONOMIC QUTLOOK( v
™
BEYOND MEASURE "\

Brian Kantor, UCT professor of economics,
says business should be encouraged by the
resilience of final demand (which excludes
inventory changes and the residual item). He
argues that annualised real growth in final
demand of 2,5% between quarters two and
three of 1990 is a more meaningful indicator
than GDP, which fell more than 2% (annual-
ised) over that period.

GDP incorporates net exports which, he
says, “are influenced by climatic and valu-
ation factors.” Final demand, on the other
hand, “relates to economic agents’ propen-
sity to consume and Invest. This is what
matters to business.”

Other economists have reservations.

Standard Bank’s Nico Czypionka says: ©I
am concerned about production falling while
demand is rising. By implication the personal
savings rate is running down. Eventually
expenditure will have to adjust to the income
and employment the economy generates.”

Adds Econometrix’s Tony Twine: “In this
situation either monetary growth or imports
or both provide the mechanism for spending
" to grow faster than production. This is not
healthy in the longer term.”

SA Chamber of Business’s Keith Lock-
wood says: “It’s dangerous to ignore the

foreign sector’s performance. Exports ar¢ an
important source of income and therefore
future growth.”

One source of anxiety is that the need to
import, to make good the shortfall in supply,
will eventually devalue the currency and
thereby fuel inflation.

But Kantor argues: “It should be recog-
nised that the capital account of the balance
of payments, which for so long undermined
our exchange rate (and thereby encouraged
inflation), is now a source of support.”

By adding to supply and providing com-
petition for local suppliers, imports tend to
counter inflationary pressures. Nor is the
build-up of foreign debt a problem: “Ideally
SA would like to be allowed to increase its
exposure to foreign debtors.”

He argues this as a general principle but
says it is particularly appropriate now, when
growth in foreign debt would be off a low
base. “It would mean more investment de-
mand and capital inflows to finance it. That
would help both inflation and growth; infla-
tion because the exchange rate would be
firm, and growth because we would be grow-
ing our capital stock and therefore output.”

The two points of view are not irreconcila-
ble. But there are practical problems relating
to the capital now coming In.

One is that it is largely short term and not
yet in large enough quantities to counter a
deficit on current account. More important,
it need not go into investment but may go
into consumption, at a time when political
pressure will direct huge sums into unpro-
ductive (but essential) social spending.

So the relative merits of final demand and
GDE will, like so many economic imponder-
ables, depend on how the cookie crumbles. W
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By Magnus Heystek
Finance Editor

The Government’s tough
_stance on the economy has
received unexpected support

from Standard Bank.

Don't let up now, says the
bank in its latest economic sur-
vey,

While the clampdown is hurt-
ing many sectors and individu-
als, the fruits of a continua-
| tion of this policy will be har-
vested in the future, it says.

“The reduction in economic
activity, and specifically the
authorities’ resolve to tackle
the fundamental problems
through a changed policy ap-
proach, has not only brought
problems, but also important
and visible rewards,” says the
+ report.

The rewards so far, il says,
include a money supply that is
now firmly under control. Inila-
tion and inflationary expecta-
tions have been declining and
are likely to continue doing so.

Furthermore, competition
appears to have intensified, cost
controls have become impor-
tant and union wage demands
have become more realistic.

In order to entrench these

gains, Standard says, the con-
servative fiscal and monetary
policies will have to he main-
tained throughout 1991.

That means further adjust-
ments and a generally very dif-
ficult operating environment
for both the business communi-
ty and for individuals.

“Casualties in the personal
and business sector will con-
tinue to mount as a result of the
combination of soft or even fali-
ing demand in a sluggish econ-
omy and monetary stringency,”
says the report.

The conservative approach is
aimed at convincing South Afri-
cans of the determination of the
authorities to come to grips
with the causes of high inflation
and it appears to be slowly suc-
ceeding.

As in the political and social
sphere, there has at times been
considerable scepticism over
whether the policy could be
maintained in the face of the
pressures emerging as a result
of its application.

In the event, says Standard,
the new approach was main-
tained consistently throughout
1990, and its credibility has in-
creased significantly in the pro-
Cess.
 “Op the positive side, this has

— —____.____—-——-—-—H-—______-_

resulted in extensive rational-
isation and efficiency improve-
ments, the running down of
fized investments and, there-
fore, of machinery imports, and
a general reduction of invenfory
levels.

“In many cases, the objec-
tives of improving cash flows
and protecting profitability
have been achieved, and the
corporate sector has remained
in relatively good shape.

“On the negative side, the in-
evitable consequences of the
policy have been substantial
layoffs, as a well as a worri-
some rise in repossessions, bad
debts and bankruptcies, mainly
in the personal and small busi-
ness areas,” says the report.

These problems are likely to
continue escalating for as long
as companies are caught in the
vice of negative cash-flows re-
sulting from slowing activity
and high interest rates.

The same applies to indivi-
diuals. )

Many face crippling cash-
flow problems on account of
high mortgage commitments
and castly consumer finance,
particularly when incomes are
being held down by a slack job-
market.
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OVERNMENT’s priority
this year, as it prepares for
the the opening of Parlia-
ment next Friday, will be
economic restructuring aimed at
stabilising the country and build-
ing a foundation on which negoti-
ations can progress.

This is to be achieved, according to
government sources, through wide-
spread budget cuts and reallocation
of these funds to social spending. At
the same time government will
scrap most remaining apartheid leg-
islation and work towards overcom-
ing the vexing problems surrounding
the convening of a multiparty con-
ference before the middle of the

year. .
Government is anxious to get the

. real negotiations going. It 1s con-

cerned that if ANC deputy president
Nelson Mandela and his team cannot
deliver tangible results to members
at the ANC’s June conference show-
ing that negotiations and quiet diplo-
macy do work, he wili not get the
required mandate to continue.

*

ne senior government source

"gaid: “Unless we can make social

spending tangible to the majority,
especially in the areas of job crea-
tion and housing, they will lose confi-
dence in the negotiation process.”
Finance Minister Barend du Ples-
sis will have a tough job drawing up
a budget that finds sufficient extra
revenue to increase social expendi-
ture adequately while keeping total
government expenditure and infla-
tion within acceptable limits.
Sources say government is plan-
ning substantial savings in capital
expenditure. It has already identi-
fied numerous departments where
budgeted funds are not being utilised

and can be reallocated.
Cuts over and above this are also

being envisaged in most depart-
ments, “especially in the light of the
success of last year’s defence cuts.”

Other plans in the pipeline to raise
the necessary money are further pri-
vatisation (including Foskor, where
it is hoped R1bn will be raised) and
the withdrawing of public money

Social spending the
key to beliet that |
negotiation works

_ _ - _
BILLY PADDOCK in Cape Town \\¥" ' /A\\

fromn some parastatals that could

survive without assistance.

With the capex cuts, government
is accepting a lowering of standards
is necessary. It may, for example,
refuse to authorise requests from de-
partments that want “first world”
office complexes and insist on them
making do with what they have or
amending their requests.

At least one department’s request
for new a headquarters has appar-
ently been rejected, and others have
bheen told to expect significant
changes.

Transnet, the SA Police, the Pris-
ons Service and the SADF are likely
to see changes to their employee
housing policies whereby they pro-
vide housing for staff who are trans-
ferred. Subsidies will probably stay,
but departmental housing is likely to
be phased out.

Government is devoting a lot of
energy to job creation and, accord-
ing to some sources, plans are being
drafted that authorities believe can
open up thousands of new jobs.

However, a major concern is that
wages and wage demands are unre-
alistic given the state of the SA eco-
nomy and the inflation rate. There
are fears that farmers, especially,

will mechanise rather than pay the
increased wages likely to be de-
manded by unions.

Politically, there are also indica-
tions that Government is considering
a single Ministry of Education as an
indication of the sincerity of its com-

. mitment to changing the system that

has been beset with crises and been a
major source of militancy among the
youth in the townships.

hat may be emerging is a kind
of pyramid structure with a single
“ministry” at the top controlling
policy and finance, with the various
departments spreading out {irom
that until the tri-cameral parliamen-
tary system is eliminated. ,

At the recent weekend “bosbe-
raad”, Cabinet members and other
sepnior government officials fine-
tuned their strategy for negotiations
and creating a climate conducive to
getting the multiparty conference
off the ground.

This strategy includes the repeal

of the Group Areas Act and the Land

Acts with about 150 000 other laws,
by-laws and ordinances which need
to be scrapped or amended because
they are based on the Land Acts.

*+

There is also speculation In some
areas that the Population Registra-
tion Act could be suspended in gov-
ernment’s endeavour to get all
apartheid legislation out of the way.
It cannot be scrapped entirely be-
cause it would be needed for parlia-
mentary by-elections and establish-

ing white opinion on a new

constitution.

A senior government source said
this week it was essential that these
issues were tackled early in the par-
liamentary session, at least by the
end of April, so that the multiparty
conference could be convened.

Progress in the ANC/government
armed action working group this
week has made government confi-
dent it can meet the April 30 dead-
line for the return of exiles and the
release of political prisoners. There
is genuine optimism with the pro-
gress being made within the ambjit of
the Pretoria Minute.

However, government strategy in
the negotiations will be tempered by
concern about the influence of radi-
cal militants within the ANC and
what will transpire at the organisa-
tion’s June conference.

Senior governmeni negotiators

have expressed their support for the
ANC’s call for an all-party confer-

ence and are confident that they-can
find middle ground on issues which
appear unresolvable. This, it is be-
lieved, has already happened with
the dispute over nationalisation.”

Another serious obstacle to get-
ting a multiparty conference going is
the conflict between the ANC and the
Inkatha Freedom Party. Sourees
said it was impossible to move on the
conference until the two parties had
resolved some of their problerms so
that they coiuld sit at the same table.

President F W de Klerk has put a
lot of pressure on both Inkatha presi-
dent Mangosuthu Buthelezi” and
Mandela for the past year to meet.
Sources this week said the meeting
hetween the two was absolutely vital
and the parties should do everything
in their power to see that it was not
scuppered. - "

It is understood that Constitution-
al Development deputy Minister
Tertius Delport, responsible for ‘alle-
viating social problems in Natal
caused by the violence, has nof 4llo-
cated any funds budgeted forthat
purpose because he cannot get
agreement on any project frorn the
ANC and Inkatha.

L T
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overnment is also concerned
that there is a “cabal-like” group. in
the leadership of the ANC whigh is
insisting that the ANC conyenes an
all-party conference despite the urg-
ing of Mandela and the organisa-
tion’s International Affairs -head
Thabo Mbeki that potential parties
to such a conference should agree on
how it should be convened. Govern-
ment supports this position.
Sources said they were very..en-
couraged by Mbeki stating that all
parties to such a conference should
be able to demonsirate they dave
support, (for example through a, list
of signatures) rather than demand-
ing an immediate election for a.con-
stituent assembly. iy
Government is hopeful thatrif it
can remove all the obstacles to nggo-
tiations and at the same time pleugh
funds into social spending which
shows tangible results, the muiti-
party conference can get going<by
May or June. But no-one is confident
enough to make any promises. -
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Stand firm on monetar
policy, urg

THE Reserve Bank and govern-
ment will have to maintain their
conservative stance throughout
1991 in order to entrench 1990's
gains, Standard Bank said in its
January review.

The gains, it said, were that money
supply growth was now firmly under
control, inflation and inflationary
pressures had been reduced, competi-
tion in the economy appeared to have
intensified, cost control had hecome
important and union wage demands
had become more realistic than dur-
ing the past few years.

It would, however, mean there
would generally be a very difficult
operating environment in 1991 and

casualties would continue to mount in
the personal and business sector,

es S

The foundations for a better per-
formance had been laid by brave
political decisions, tough financial
policies and by economic sacrifices,

“It would be regrettable if that
process were to be derailed for lack
of courage to see them through the
difficult time which inevitably lies
ahead in 1991,” the review said,

Against the backdrop of continuing
domestic political change, higher oi}
prices, a drought, occasional civil un-
rest and disruptions on the labour
front, the SA economy had held up
remarkably well, it said.

“This does not change the fact that
the gross domestic product declined
by some 0,7% last year in real terms,
but it suggests that in a historical

‘ganda
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context the cnntractheen rel-

atively mild, and substantially con-
centrated in the primary sectors (ag-
riculture and mining).”

Agriculture and the mining indus-
try suffered from serious cyclical
and structural problems. The mining
industry had also been negatively af-
fected by the weakening of foreign
and domestic demand.

The resilience, the review said,
was largely provided by a stabilisa-
tion of manufacturing production
after a period of decline and a contin-
ued robust performance by the trade
and services sector of the economy.

Relatively strong performances of
retail and ear sales, tourism, general
and financial services and, to a lesser
extent, government, played a key

Jole in stabilising activity, it said.
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FTER the momentous
events of 1989 and 1990, the '

sete | Economic growth

be conducted with a good
A

and democracy\

been reminded, rather forcibly,
\
ligion or political belief, fail in the

that history does not always go
o ] 4
still go hand 1n hand | &2

where expected. .
. A further lesson is that democracy

Oaﬂ__mncuﬁaméw:mnmumc_m&
producing surprises, like the Soviet

requires limitation in the power of
maﬂmwnﬁmﬁ.Hﬁnmmnﬁcwmmwmnmn_

mcﬂmEEmﬁmuncnuﬁummﬁu?
gramme to convert the Soviet Union

- that the government needed massive |
ﬁcﬁmwwa_u_.mnmmcci“nmqmgvamﬁ.

to a market economy in 500 days.

What becomes now of the inevitable
This was the rationalisation of all the
dictatorships of Africa, as well as of

Em_.gcmamﬂa@_mnnﬂwmrwmrmn
stages of evolution? It is as if, in

Stalin. In Africa, development did
:u:c:cﬁ.

SA? The really important thing is
that the changes taking place repre-
sent the “normal” transition of an
industrialising country towards de-~
mocracy, and, therefore, that democ-
racy is where we have to go.
Political leaders have to discard
any hankering that they may have
for a “decolonisation” type of change
— where very weak, undeveloped
populations underwent a change of
masters. SA is too advanced for that.
Another lesson is that ethnic diver-
sity is not incompatible with demaoc-
racy. The real danger is to refuse to
accept diversity. Attempts to impose
uniformity, whether of language, re-

about 1600, Cromwell and his entire
government had announced conver-
sion to Catholicism.

The “enlightenment” idea, of
which Hegelianism and Marxism
were two interpretations, must itself |
be called in question.

It makes two basic assumptions.
The first is that each stage of history
is “better” than what came before.
The second is that there is in history

Noted scholar and businessman MICHAEL O'DOWD argues that his
Theory of the Stages of Economic Growth remains as valid as ever.

a linear progress which can be ex-
trapolated into the future, making
predictions possible.

These assumptions allowed the
principle that the end justifies the
means to be taken to extremes. H
ends are unforeseeable, they cannot
be used to justify means. It is clear
that in the light of Gorbachev’s 50{-
day plan, Stalin’s crimes were in
vain.

o, where does all this leave the
Theory of the Stages of Economic
Growth, with which my name has
been associated for 25 years? This
theory has not been disproved by
recent events. On the contrary, it has
been rather spectacularly supported,
but that does not mean that it is
exempt from warnings I have given.

The theory is not one of economic
determinism in the Marxist sense. A
certain degree of industrialisation
makes certain social and political
arrangements possible where before
they were not possible. It may also
make them necessary. If a certain
polity requires a certain economy,
just as much a certain economy re-
guires a certain polity.

We also have to note — and ac-
knowledge — the discrediting of US
theorist W W Rostow and of his ver-
sion, which is the original version of
the theory. In his earliest writing, he
showed, correctly, that economic

“takeoff” was the product of a most
complex interaction of forces. Later,
under pressure, I suspect, from peo-
ple who wanted a theory that would
guide political action, he put forward
the thesis that all that was necessary
to induce takeoff was to increase the
savings rate from 5% to 10% of the
national income. This was nonsense,
and was recognised as such, and that
was the end of Rostow.

From the time that I first took up
the theory in the early 1960s, what
struck me was that all highly indus-
trialised countries were democratic,
nearly all partially industrialised or
non-industrialised countries were
undemocratic, and that nearly all
the democratic countries had
become so during the period of
industrialisation.

This gave birth to the O’Dowd The-
sis — that SA would evolve into a
democracy in the course of indus-
trialisation. I even predicted a date
for the first major step in that direc-
tion — 1980. As it has turned out, the
date was 10 years too early, but that
was because in 1964 I assumed (na-
ively, but in accordance with the
spirit of the time) that growth would
continue at the same rate as in the
1960s. As we know, it did not.

Since 1964 a good deal has hap-
pened which accords with this thesis,
and not much which contradicts it.
Democracy has been successfully es-

tablished in Spain. Major, but as yet
incomplete moves towards democ-
racy have been made in Taiwan and
South Korea. In two special cases -
Greece and Portugal — the estab-
lishment of democracy appears to be
premature, but this can be explained
easily enough. It was a precondition
for admission to the EC.

Until two years ago, the great
problem and anomaly was presented
by the communist world other than
China. (China, it should be noted was
no anomaly. It was a poor Third
World country where democracy
would be quite unusual.)

oth Rostow and I originally said
that the thesis would operate in
“communist” countries, and that
eventually Russia would democra-
tise. In 1976 1 expressed the opinion
that the thesis probably did not apply
there — that a fully totalitarian gov-
ernment had the power to prevent
these developments, but if it did so it
would pay the price of stifling eco-
nomic growth. That was right, but
we can now add that yom cannot
stifle economic growth forever with-
out generating uncontainable social
discontent. And this shows us how
these “inevitabilities” work out in
the complexities of the real world.

One of the things which vastly con-
fused the issue in the past was the
claims that were made regarding the
per capita incomes of the communist
countries, which made them appear
to be far beyond the point where we
expected democratisation to set in.
It has now turned out that the claims
were simply and totally false. |

For example, East Germany
claimed a per capita income of 60%
of that of West Germany. The more
recent estimates are nearer to 25%.
The latest estimates for other for-
mer Eastern bloc countries, except
for Romania and Bulgaria, lie be-
tween $2 800 and $1 800. Romania is
below $1 000 and Bulgaria, claiming
$3 800, has not yet come clean.

Two striking facts emerge. All the |

countries which have made (so far)
successful transitions to democracy
are in the same ballpark as SA (about
$2 200) and all the counfries which
are far below this (Romania, Bulgar-
ia, China, Albania) are those where
the genuineness of democratisation
is severely in question or has not
taken place at all.

Another error in the early presen-
tation of the thesis is that both Ros-
tow and I laid far too much emphasis
on the supposed smooth inevitability
of the process. As we have seen from
the case of the Soviet Union, inevita-
bility can be both rough and devious.

So, what does all this tell us about

1

The next lesson is that democracy

means capitalism. The historic link

between sccialism and totalitarian-

ism did not come about by accident.

It came about hecause the massive

concentration of power in the hands -
of the government brought about by

socialism is incompatible with

democracy.

inally, we must begin with a real-

istic appreciation of what we are. We
have to accept that we are a middle-
class, Third World, partially devel-
oped country, in the same broad
category as Mexico and Poland. The
old white myth of First World SA can
only confuse us. So can the new black
myth of SA as a colony about to
obtain independence.

We must pay careful attention to

the facts, we must beware of grandi-
ose, overambitious theories, and,
while being aware of our essential
uniqueness, we must not make too
much of it. We know what happened

to the man who lay down in front of a

steamroller relying on the fact that
he was a unique human being; the
experience of others was no guide to
him.

L

This is an edited version of an
address on Tuesday by Anglo

. American director O0'Dowd to ths

conference of tha SA Historical

Sociaety.
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‘Money supply séts satisfactory tone”
MONEY supply growth slowed marginally | ' m:-]

in December to end well within its 1980

Lower [l
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Seusonally adjusted
Base of guldelinos:

Averago for fourth qu ﬂrtar

: target, but above the‘ lows experlencecl

earlier in the year. \ lla
Broadly defined money supply 3 —
grew at an annual rate of 13,07% in De-
cember from a revised 13,22% in Novem-
ber ending the year on a satisfactory note.
Annual growth from the base of the cur-
rent guideline year (fourth quarter 1989)
registered a slight uptick to 13,60% from
13,22% in November, but remained within
the Reserve Bank’s 11% to 15% guidelines.

in an interview last week that 1991's guide-
line range was likely to be lowered.

First National Bank group economist
Cess Bruggemans said the current levels
were due to technical reasons. (/&9

At 13,07% growth is above er's
10,23% but remains below all increases
before September and well below levels
above 256% recorded two years ago.

An indication of November’s unseasonal
hiccup was the increase in total domestic

-NDJFMAMJJAS O hl D Economists believe this year should see  bank credit extended, which grew at an
89 90 1 a further slowdown in M3 growth. annual rate of 17,7% compared with Octo-
Geophic: LEE EMEATON Sowce: SA RESERVE BANK " Reserve Bank Governor Chris Stals said  ber's 12,4%.
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|Gap between the

races ‘n

meav a3 (119
WHITE manufacturing wages
increased 1% in real terms in the
past decade while those of black
workers in the same sector rose

by 20%, SA Institute of Race Re-
lations director John Kane-Ber-
man said yesterday.

Addressing an SA German Cham-
ber of Commerce luncheon in Johan-
neshurg, he was giving exantples of
how moves to remove inequalities
were proceeding.

While the anti-apartheid “indus-
try” would call for a new SA econom-
lc system as long as material inequal-
ities between black and white
remained, he said there had, in fact,
been a significant narrowing of in-
equalities between the races.

Fiscal measures and free trade
unionism were helping erode inequal-
ities, he said, .

Kane-Berman saild a huge anti-
apartheid “cottage industry” would
seize on material inequalities to
prove the continued existence of
apartheid.

“Many groups in and out of SA
have a vested interest in denying the
erosion pf material inequalities

arrowing’

PATRICK BULGER

between black and white,” he sald.

They would then argue that what
SA needed was not only a new politi-
cal system but a new economic sys-
tem as well, Kane-Berman sald.

A command economy rather than a
market-based economy would then
be offered as the solution to
inequalities,

Kane-Bermhn also warned about
the gaps developing between rural
and urban communities. * .

He sald people In Soweto were

an e healthlest in Afriga.
(& j The ’Ei'ice@

By contrast, rural Ciskeians
enjoyed the same health as people in
the poorest countries of Africa.

As the gap between black and
white in urban areas narrowed, rural
communities were paying the price.

Any future constitution had to pro-
tect rural communities. A highly cen-
tralised system of government would
not guarantee this protection — a
federal system would, Kane-Berman
said.




society in transition is a dif-
ficult and controversial
one. Those who feel de-
prived want meaningful action to
improve their lot, and those with
vested interests seek to hold onto
what they have.

In any normal society the state’s
role is clear. That role includes law
enforcement, administration of jus-
tice and foreign affairs.

Other areas too, while they may be
disputed by some economists, are in
my view proper functions of the
state, It must ensure thare are equi-
table education opportunities. The
state must provide health services —
not only for those who cannot afford
private sector care, but also preven-
tive medicine such as, for example,
anti-malaria campaigns.

Caring for the aged and incapaci-
tated who cannot provide for them-
selves is in the same category.
The need to protect consumers,
particularly where there are dispari-
ties in levels of education, is vital. So
is the need for legislation to control
monopolies and concentration of
economic power which adversely af-
fect the community. The US is a good
example of this.

ore serious complications arise
in a transitional society. Expecta-

- tions are often raised too high by
some politicians, while the reluc-
tance of those with vested interests
to give up anything at all is exploited
by others.

A new government wants to satis-
fy its constituents, and often it ig-
nores the availability of resources.
The conflict between expectations
and resources is one to be carefully
handled and here the temptation to
which a government can be exposed
to meet expectations is high.

In examining government’s role in
the economy, it must be recognised

/| there are activities which a govern-

ment cannot do better than the pri-
- vate sector. These relate to the crea-
tion of wealth.
- Governments can spend money,
' they seldom create real money in

- |- non-inflationary terms. Real wealth

-1s created as a result of the entrepre-
“neurship and the labour of the work-

- )
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er, using means "of production cre-
ated through the employment of
capital.

Two vital issues need to be ad-
dressed. Firstly, should the state re-
distribute wealth and if so, to what
extent, how and to whom? Secondly,
who should own the means of produc-
tion, and should existing means of
production be nationalised or new
means started by the state?

S0 far the advocates of redistribu-
tion have spoken mainly in general-
ities. They need to be more specific
as the public are entitled to know
what those who seek political power
intend to do.

There is redistribution of wealth
taking place in most countries. The
taxation system is the most effective
means, but inflation is also a redis-
tributor as are state incentives to
some manufacturers and distribu-
tors — the clearest example being
exporters. All social market-orien-
tated countries, as well as others, use
this mechanism. -

Such systems provide the social
services from taxation produced by
the efforts of private entrepreneurs.
In secialist and communist systems
only limited social services are pro-
vided because those systems cannot
create the wealth necessary to pro-
vide adequate services,

SA, with its massive unemploy-

ment and its deprived people, cannot
afford the luxury of experimenting
with systems which will not work. So
I support redistribution through the
tax system. But the tax system must
not be so onerous that it kills incen-
tive. I also support the use of state
funds to 8qualise education on a real-
istic programme tailored to avail-
able resources — as I do equalisatior
and upliftment in respect of unem-
ployment benefits, social pensions
and medical services.

In all social market-orientated
countries those in need receive care
from the state. But we need to he
careful that the benefits go to those
who need them and not to create a

ma&mﬁ where there is no incentive to
work,

he second question relating to
the means of production is one of

conflicting ideology. The means of -

production are bhest owned by pri-
vate individuals not only for their
benefit but for the general good.
There are few examples in this
world in which it can be demon-
strated that the state can produce
more effectively than the private
sector. Certainly there are some ac-
tivities which — for a variety of

ION

reasons, many historical, others be-
cause of the lack of profitability but
national need — are owned by the
state in many countries. These, how-
ever, are the exception not the rule.

The term “mixed economy” is now
used by many. I am afraid of it. It
can be a one horse, one rabbit pie.
Which will be the horse and which
the rabbit? A large state sector and a
tiny.private sector will be a disaster.
Those who talk of nationalisation
and of a mixed economy are obliged
to spell out what will be state-owned
and what will be privately owned.

My view of ownership of the
means of production is not support-
ive of monopoly, or abuse of concen-
tration of economic power. I support
ownership by the people as opposed
to ownership by the state.

Ownership of shares in enterprises
by its workers and by the public
should be encouraged, not by words
alone, but by real assistance. We
need {0 look at Germany’s example
of worker _umnn&wmman to demon-
strate how equitable solutions can be
found.

An interesting fact often over-
looked is that it was not the Bolshe-
viks that introduced the public own-
ership of means of production to
Russia. Under the Tzarist regime,
mines, industries, ofl wells and other
economic activities were in many

cases owned by the state, yet it took
place where a people was impover-
ished and where a revolution oc-
ciurred because of social and eco-
nomic conditions.

I'he results are known to all. The
easy test is to look at how social
market West Germany had to rescue
socialist East Germany.

One last word. We have an SA
Communist Party in SA. If the SACP
is speaking of a mixed economy, then
Is it not time that it changed its
name? If it does not, may we not
assume that it still adheres to the
doctrines which have proved not
only undesirable but unworkable?

I am in this debate because I be-
lieve there is a degree of common
ground between us. We have all iden-
tified the problem that there is a
massive wealth, income, skills and
opportunity gap hetween the people
of our country. We accept that it
must be addressed. We agree at least
in a measure on the end result.

Freedom is not complete when it
is exercised in poverty and degrada-
tion. I believe in a universal fran-
chise, but one cannot eat a vote and
the franchise offers no shelter. We
need a more equitable economic
society. What we differ on is the
method of bringing about a change to
an unacceptable situation. We need
to talk, debate and seek to convince
each other of the best means of solv-
ing the problems.

e need to avoid rhetoric and
generalities, and above all we need
to recognise the rights of all, but also
the rights of others; resources are
not unlimited; and that an unwilling-
ness to address correctly the conflict
between expectations and resources
could result in hyperinflation and the
destruction of the economy.

The state has a role, but let us
leave the creation of wealth to the
enirepreneurial spirit and the sweat
and hard work of our people. They
can do it better than government.

Schwarz is SA’s ‘ambassador-
designate to Washington. This is an
edited version of his contribution

- to the debate with the SACP’s Jos

Slovo and Deputy Finance Minjster
Org Marais convened by ldasa and
held in Jochannesburg on Tuesday.
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Harry Scwharz
utillsed land can be used
to redress imbalances’.

By Esmareé van der Merwe
Political Reporter

State intervention in the
economy was not necessari-
ly the long-term economic
solution for South Africa,
but should serve as the es-
sential catalyst to address
the destruction caused by
apartheid, SACP general
secretary Joe Slovo said

yesterday.

Large-scale state “leader-
ship” was the only way in which
historic injustices and economic
imbalances could be addressed
as quickly as possible — a step
which was needed to ensure sta-
bility in the country.

Mr Slovo was participating in
a historic two-hour debate, or-
ganised by the Institute for a
Democratic Alternative for

South Africa, with Org Marais,
the Deputy Minister of Finance,
and Harry Schwarz, the former

Democratic  Party finance
spokesman who will soon be-
come South Africa’s ambasso-
dor in Washington.

Mr Slovo argued that mas-
sive state intervention had put
countries such as Italy and
France on the road of economic
recovery after World War 2.

Confronted with the argu-
ment that those countries had

since reverted to market econo- .

mies, he said that this had only
been possible affer successful
State intervention.

Affirmative action to address
racial imbalances would not be
taken by market forces, which
were primarily motivated by
profit.

Acknowledging that the- ‘lib-
eration movements” had for
years not addressed themselves
to detailed economic proposals,
he said state intervention could
take many forms, including se-
lective fiscal measures, nation-
alisation, land redistribution
programmes, and joint enter-

..
e
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‘State intervention necess

prises between the State and
the private sector.

The SACP’s programme ex-
cluded the word “nationalisa-
tion” because the mere transfer
of enterprise would not neces-
sarily transform the economy
or improve the lives of the
country’s workers.

Using the pending repeal of
the Land Acts as an example,
Mr Slovo said: “In the months
after the repeal of the Land
Acts, 87 percent of the land will
still be in white hands.”

His call for state-initiated re-
possession programmes, {0
allow blacks to take advantage
of the scrapping of discrimina-
tory laws, was supported by the
chairman of Idasa’s board of
trustees, Dr Ntatho Motlana,
who chaired the debate.

Dr Marais, twice guestioned
on this matter, did not directly
respond.’ He reiterated the Gov-
ernment’s stance that the redis-
tribution of land should be

based on the principle of pri-

"NEWS |
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vate ownership. h.&

Mr Schwarz argued that Iand
redistribution did not necessi-

I
tfaf

tate the dispossession of exist-

ing white farmers. Available
land resources, which were cur-
rently not being utilised, could
be wused for repossession
schemes.

Mr Schwarz argued that fis-
cal measures such as taxation
would sufficiently address eco-
nomic imbalances.

This was echoed by Dr
Marais, who said: “Through fis-
cal measures, we will have
more money to uplift all our
people.”

Dr Marais conceded “market
failures” in the current econ-
omy, but said the primary goal
was to develop “a market econ-
omy with a better assignment

of resources”.

He told Mr Slovo: “You want
to give politicians and civil ser-
vants the role of the markets,
and that is dangerous.”

N ol s L s
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Joe Slovo ... ‘Market
forces will not help right
historic Injustices.’

1
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— it’s mixed w&csﬁﬁu\ Joe’

47)

“I didn’t think this would hap-
pen in my lifetime,” comment-
ed Harry Schwarz as he pre-
pared for a two-hour economic
debate with a former university
colleague, SACP general secre-
tary Joe Slovo.

The self-proclaimed social
democrat — like the audience,
who paid R100 a head to attend
— did not let any chance slip of
making life difficult for the
fiery socialist.

Mr Slovo’s well-delivered
prepared speech, in which he
stressed the SACP’s support for
a mixed economy, did not deter
the eloguent Mr Schwarz.

“There’s hope for Joe. This is
not a Karl Marx Joe, this is a
mixed economy Joe; a different
person altogether.

“The time has come to
change the name of the SACP.”

As the debate heated up, Mr
Slovo took time off the real

Political Reporter

issues to note that Lenin him-

self was a proponent of a mixed

economy, but South Africa’s
new ambassador had done his
homework, and quoted from
Lenin’s works to prove the op-
posite,

Acknowledging the audience’s
interest in Mr Slovo’s views,
chairman Dr Ntatho Motlana
allowed him a 20-minute intro-
ductory speech. Fellow-speak-
ers Mr Schwarz and Deputy Fi-
nance Minister Org Marais got
10 minutes each.

Again, Mr Schwarz was quick
to respond wittily: “I hope the
apportionment of time is not a
precursor to the apportionment
of wealth.”

Commenting on the value of
face-to-face debate, Mr
Schwarz commented that only
by being brought together and
allowed to hear other people’s
views would decision-makers
find the solutions to the burning
questions facing the couniry.
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SACP nanratary ganaral Jnn Slnvn nnd SA nmhnnsndnr—daalgnntq 1o Wunhlngtnn Hnrr*g,nr
Schwarz crossed swords on ucunum[f Fnllw last night. Pictura; CATHERINE ROSS
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SACP secrétary general. Joe Slovo-last nighit xttad for

Magor state role urged in
tr1but1on of - wealf

massive state intervention to rectify imbalannes in SA’s
distrlbuﬁun of wealth, ' R £

This was countered by SAS ambassaﬂur—designate to
Washington Harry Schwarz whio said the state lw.*u*a‘sw. nnt an
effiment creator-of wealth. * gey

s, They and Deputy Finance Mimster Org: Marais ﬁere-“
’takmg part in a debate in Johannésburg, nrgamsed by -
Idasa, on the state’s role in a post-apartheid ‘economy..

Slovo' said the repeal of apartheid. legislatinn would"
have little meaning if it was not accompanied:by state,

intervention. In the past, this,had helped the ‘Afrikaner

climb the economicladder, he said, While stearmg away.

from. hardline natmnahsatlun policies, he calléd for a

mixed ¢conomy. coo SR L e

Schwarz argued that a mmed ecnnnmy was hké a
rabbit and horse pie — one was never sure huw much
rabbit drid how mueh horse the pie contained: Instead; he:.

called fuq fiscal intervention to rectify imbalances, Tax-
ation was especially important in- this regard, he said, -

*You h’"cannut redistribute wealth-until.it Has ‘been
created, ,rSchwarz said. He questioned what hﬁ efit the.

" averagexperson would derive from state'o nw hip-as -

opposed to private ownership of the means of pr”u
Marajsiagreed with"the two men’ thaf { . the!
problem facing SA.was poverty.”He str?s ed’
globalisation of the world economy.ran ¢ojiier to the
isolation'which interventionist pnlicies woiild’ cause,

luction.
biggest

He demed that unpnrt-rEplacement pulicies had. bene- -

fited unly ﬁrfrlkaners*

Pressed b the chairman Nthatho* Mutlana as to whe-
ther cummumtles dispossessed by apartheid would be
able to reélaim their land, Marais said government had a
million Kéctares of land it wanted to distribute on a free
market basis.

hat the:
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S?fle'fconom'y well
DESP

lmnz}nte‘r’n:li‘mal bear market

SA’s economy was well geared to set the
pace instead of lagging behind world de-
velopments, stockbroking firm Frankel
Max Pollak and Vinderine economist Mike
' Brown said in the latest newsletter.

While the local economy had been in a
recession for some time, it would bottom-
out earlier than most other economies,
Brown said,

In addition, lower interest rates and a
drop in inflation should occur early, possi-
bly pre-empting by some months similar
falls in many major economies,

“The lifting of sanctions :during the
course of the year will also open up a fresh

| vista for an economy long starved of
" | foreign capital,” he said.

However, current bearish tendencies on
global stockmarkets would remain for
some time due to prevailing international

! | economic uncertainties.
' | Overaan 18-month period most markets

had sustained a fall of at least one-third to -

40% from their peaks to their troughs.
: “Since the main equity markets over the
} 1 past year have reflected an average 25%
fall, the global slump should have some

— 1 —— —
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way to go in both depth and -duration. 7%
This, the volatile Middle East situation and=

the fragility of financial andreal estatéa:
markets in Japan and the US'could cloudr«
prospects for the local markets? e

N L]

Consequently, investor sentiment early),,..
in the year would be dominatéd by the Ny
general tone of international”incertitude™
and while the downturn would cofitinue, an-*
early fall in interest rates would be muted..
and geared towards limiting financial”#”
damage rather than economic stimulation.cm«
But, “the potential exists for the'market to””*
shrug off the blanket of bearishness as the;ﬁ
year progresses”, he said, . ) o~

“In general, it would appear that twa..
major features have dominated the actions- -
of investors in recent months, namely a:”
shift towards quality stocks and a drive fo
increase levels of liquidity,” Brown said..”

He said industrial stocks were a reason-!
able hedge against local and foreign adver- N
sities, whereas foreign-orientated stocks._
and local mining shares were more ex—
posed to deteriorating economic conditions ™

worldwide,

-
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Govt spendm

GOVERNMENT s(rendmg is on target
to meet budgeted expenditure with
nine months of the fiscal year com-
pleted, December’s Exchequer
account shows.

Revenue is running slightly above bud-

get but coming off the highs experienced
earlier in the year.

Exchequer account figures released in
the Government Gazette and by the Cen-
tral Statistical Service (CSS) on Friday
show spending from March to December
amounted to 75,7% of the R72,9hn budgeted
for in the current fiscal year. -

Revenue amounted to '.’6 1% of the bud-
geted R64,9bn leaving the collective deficit
before bnrruwing slightly below budget at
72,4%.

December’s figures also confirm that
government paid its off-budget commit-
ments to the government pension fund
{R1bn) and to the Reserve Bank for losses
on the forward cover book (R3bn).

Nedbank economist Edward Osborn said
earlier perceptions that an improvement
in the deficit before borrowing would come
from the revenue side may have been re-
versed and prudent spending could provide
a small improvement in the deficit.
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that revenue was up 49% from the corre-
sponding period In 1989,

This was despite 14,1% er tax
revenue, . .:* A CUR S

Itisa parentl theresnltofaaa% fall to
R156bn from R4,2bn in “other revenue”.
Thlscanbeascribedtotheproceedsuf
Iscor’s prlvatisation, which helped boost

I'E"J' ty&ar 41"‘4 - 4_. ‘E % ?'..t .
@ Defence * ?é%‘é o

‘. Bxcluding the R2,9bn proceeds from Is-
cor, revenue was up & strong 11.5%.

:This compares with a 5,8% budgeted
increase. * o

With three months left before the fiscal
year-end, defence has still to be paid
R4.2bn of its budgeted R10,07bn and Febru- |
ary is likely toseeajum in interest |
payments as a result of the consolidation of

government stock.
Interest is paid twice yearly and the last

in August saw R2,97bn in interest paid.

Revenue, he said, had slid as ult of
the recession. . - pLtH *
" CSS figures for Aprli to Nov r show

j




HERE are not likely to be
any whites left in South
Africa soon. Nor will there
be any blacks. The success-
ful scrapping of the Population
Registration Act will mean that

only South Africans will be left.
Some will be more wealthy than

'| others. Some will have more skKills.

[

—_——

L
r

These will tend to be those who for-
merly were white. The new econom-
ic order will need these skills and
this wealth, but will also have to face
the fact that these ex-whites dis-

.criminated against the ex-blacks.

Eastern Europe is dealing with the

-same issue: what action, if any,
. should be taken against the formerly
. privileged? Should their wealth and

benefits be taken away and redistrib-
uted? What role should they play in

-reconstruction?

- Tcan’t speak for the whole of East-
ern Europe, but I did discuss the
matter with a Romanian cabinet
minister a few months back. He told
me that while there had been four
million communists in Romania (to
be in charge of 10 men you had to be
a communist), it was now hardly pos-
sible to find any former communists

“at all. -

oes this mean that in the future

,“-manmw Africa we will ailso find few

‘who admit to having been white?
. In the reconstruction of Romania

_ ,,‘.,m matters little what you used to be.
- So long as you commit yourself to

'the new, better order you can expect
‘to be evaluated in terms of the con-
“tribution you can make. Former
communists are in big demand as
‘they are those with education and

|- skills. In a mutilated economy these

“attributes are in short supply.
South Africa now has two camps.

' There are those who say that social-
"ism has been a rotten failure in East-
vern Europe; and those who say cap-

‘italism has been a dismal failure in

~South Africa. Most agree that recon-

‘struction is necessary, but the camps

.have some way to go to decide how
TﬁO do H—H.—m.
i~ The goal must be to optimise the

—— —_ -

use of resources by iuvolving all
South Africans in the process. Racial
discrimination will not be allowed.
But those with noble thoughts such
as these have to face the fact of the
unpopularity of capitalissm with
some and socialism with others.

We are in a fortunate position
here. We do not have {o re-invent the
wheel. A body of economic develop-
ment theory and practicé can be ap-
plied relatively easily to South Afri-
ca’s needs in a way that will
magximise foreign and domestic con-
fidence in the country, and free bil-
lions of rands in a redistributive pro-
gramme aimed ai massive uplift-
ment. This in itself will give the
economy a big push.

The programme could be called
affordable affirmative action. It
starts from the view that little can
be achieved in a stagnant economy
and never loses sight of the fact that
reconstruction will be constrained
by the ability of the economy to
deliver,

Growth and wealth are essential
to fund affirmative programmes
geared to providing social services
to the poor (mostly former blacks),

The state’s role as
facilitator in SA’s
reconstruction

KEVIN DAVIE

plus bringing them into the economy
after years and years of building
barriers to thwart entry.

Billions will be required, meaning
that if we look to state funding little
will be achieved. Our state Budget
(R73bn this year) can and will be
squeezed to maximise social spend-
ing, but the state’s resources are
finite. The trick is to devise policies
which will multiply the benefits
from each taxpayer’s rand spent.

This sounds like so much pie in the
sky, but there is no shortage of exam-

' ples showing how the process can

work. For instance, by raising insur-
ance guarantees of R22m, the Urban
Foundation has magically been able
to get commitments from banks and
building societies to provide housing
finance worth R3,5bn.

overnment should not try topro-
vide the R3,5bn. Its role should be to
provide the B22m guarantee fund, to
underwrite the risks which have kept
the private sector out of this market
until now. One rand can become 20,

&=
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R2bn (the amount allocated for spe-
cial socio-economic spending In this
yvear’s Budget) can become R40bn.

But government’s facilitating role
goes further. It has to systematically
find and abolish barriers to market
entry. A thriving minibus industry
and the resilience of the urban infor-
mal sector following the scrapping
of the pass laws are pertinent exam-
ples where deregulation has given
the economy a big boost.

Government is busy doing this.
The Group Areas Act will go shortly,
as will the land Acts. If is also inves-
tigating housing reform, the idea be-
ing to reduce its role to that of facili-
tator and provider of infrastructure.
Proposals by the Development Bank
which would revolutionise the hous-
ing process are under consideration.
These stress that in the main the
individual and the private sector
have the responsibility for providing
shelter. The state’s main role shifts
from funder to facilitator.

The private sector is keen fo play
its role, so long as government guar-
antees or bridging finance makes the
investment risk acceptable. The life
and pension industry, for instance, is
looking at a capital market scheme

which could make billions of rands
available for housing finance. Insti-
tirtions would invest in housing stock
in much the same way that Eskom,
government or Post Office stock is
traded today on the capital market.
A housing trust would manage the
stock and make loans to home huy-
ers, and use taxpayers’ funds as a
kind of insurance fund should short-
falls occur.

Many other examples of how this
rocess can work, in areas such as
and, agriculture, health and employ-

ment, abound in the development
strategies of bodies such as the
World Bank. The thrust tends to be
the same: with the best will in the
world, governments cannot fund the
needs of burgeoning populations in
developing countries. These at-
tempts can end only in the whole
economy being dragged down, creat-
ing a no-win situation for everyone.

The process or policy outlined

above would need a name. Those
whose predilections favour capital-
ism might opt for social market.
Others might prefer market
socialism.

-~

ut whatever the name, it would
be built on two pillars — a free mar-
ket and a social commitment to pro-
viding a place in the sun for every-
one. There should be no state
intervention in the market, save
where the market falls short and
does not reach, for instance, the poor
and the unemployed. Here the facili-
tating state engineers schemes to en-
courage private sector initiatives to
reach further.

There comes a point, of course,
where the private sector will not and
cannot provide, and where the state
will need to intervene directly in the
form of safety nets, including subsi-
dies, pensions, food rations and other
welfare programmes.

The social market policy outlined
here could go a long way fowards
reconciling conflicting demands and
pushing the economy into a massive
growth phase. However it requires
people to think ahead — not as
whites and -blacks, -but as South
Africans. .

e




Slovo, Schwarz do

battle on economy
Py
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THE general secretary of the South African Communist
Party, Joe Slovo, is to meet two leading proponents of
free enterprise during a public debate on the economy
on Monday.

Mr Slovo, in his first public debate on the South African
economy in years, will cross swords with the Democratic
Party’s Harry Schwarz and the Deputy Minister of Fi-
nance, Dr Org Marais. '

The organisers of the debate, the Institute for a Demo-
cratic Alternative for South Africa (Idasa), will capitalise
on the event: those interested in attending the signifant
occasion will have to fork out R100 each.

In a statement, Idasa said the occasion would be a “re-
union” for Mr Slovo and Mr Schwarz, who will take up
his position as South Africa’s ambassador to the United
States in February. The two men attended Wits Univer-
sity at the same time and practised fogether at the
Johanneshurg Bar before going their different ways.

The topic of the two-hour debate, to start at 5.30 pm at
‘the Carlton Hotel, is “The role of the state in the post-
apartheid economy”. The debate will be chaired by Soweto
community leader Dr Ntatho Motlana, who is the chair-

man of Idasa’s board of trustees.
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THE general secretary of

the South African Com-
munist Pa‘rty, Joe Slovo,

- will feature in what has

been dubbed “‘The Eco-
nomic *Debate of the
Year’® schéduled for the
Carlton Hotel on Monday

at 7pm. 49
Organised by de-
pendent Democratic

Alternative South Africa
(Idasa), the debate -will
see Slovo, Harry

| Schwarz, finance spokes-

man of the Democratic
Party and Mr Org Marais,
deputy * minister of Fi-
nance, gwe “their - diverse
views on the the;me “The
role . of , the state in - the
pust—aparthmd economy”’
Slovo, a dedlcated
Marxist, is on record hav-
ing said-that the -State in
pnst—-apaﬂheld _economy
will *take:’ uwnershlp'
stakes .in some “industrial-
-and -, financzai ~groups.

nnnnn

 types, ‘,,1_ncludmg full na-.
tionalisation, he-had said. -

. Schwarz- is * ambas--
sador’ designaté: " to. the

-knnww fnr a marke:t-

unentated ‘SConomic - Sys-
|tﬂm. B L 7 L
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Major poverty
probe lauﬁ%rhé%

tol 111
GOVERNMENT has ll:weeguln a
major inquiry into poverty which
could have substantial policy im-
plications, possibly as soon as in
the next Budget.

In September Cabinet briefed a
committee headed by the Finance
Department’s Estian Calitz to pro-
duce a policy position on poverty.
While the full report will be complet-
ed only by April 1992, interim find-
ings could be Implemented in this
year’s Budget, said an informed
source,

More social spending is likely,
while spending on capital projects
will be cut back.

It is understood that the committee
will use the World Bank’s worldwide
poverty alleviation programmes as
basic material, and in particular its
World Development Report on Pov-
erty, published last year. ‘

Staffers of the bank, the world's
primary development agency, are
expecied to begin researching SA’s
economy this year. This will be the
first involvement of the bank with SA
since the mid-60s,

Government's inquiry is likely to
use the World Development Report
guidelines, but modify these for ap-
plication to the local situation.

The essential features of the World
Bank approach, as outlined in the
World Development Report, are that
macro-economic policy must be
growth orientated, that programmes

should be aimed at job creation, and
that there should be balanced spend-
ing on social services.

“The World Development Report
provides a useful blueprint, but will
have to be modified to meet the needs
of SA's diverss population” the
gource said. i

The World Bank report said rapid
and politically sustainable growth
has been achleved by a strategy
which promotes the use of the poor’s
most productive asset, their labour. A
second phase ig8 to provide basic
health care, family planning, nutri-
tion and primary education.

The report also emphasises expan-
sion of agriculture as a key to pover-
ty-reducing growth in rural areas.

Poverty in SA has been an area of
neglect by the authorities, Signs that
this was to change emerged in the
last Budget. Finance Minister Bar-
end du Plessis said the economy had
to be restructured to raise the stan-
dards of all South Africans and R2bn
was allocated to help remove socio-
economic backlogs.

The ANC has put poverty allevi-
ation high on its agenda and its eco-
nomic policy docurnent produced in
Harare says satisfying basic needs by
growth through redistribution is es-
sential. The document identifies the
Budget as a2 major instrument for
achieving this goali.




will remain relatively
make it through 1991 ‘with relative ease
| despite possible inflationary and balance
of payments pressures, Reserve Bank Gov-
ernor Chris Stals said yesterday.

SA shouid, however, not expect any
major relief in the form of interest rate
cuts, he said in an interview.

The Bank would continge with its rela.
tively
year and “would not creste more money to
add support for more loanable funds”

While the “intermediate” variables had
generally fallen into place, lower inflation
was still the uitimate objective and unti]
that happened monetary policy had not
really achieved its objectives, Stals said'

The intermediate variables were lower
noney supply growth, higher reserves and
a slowing in demand for hank credit. Thege
would remain in place unti the objective
of declining inflation

he Tate of économic growth

low, SA shouid

restrictive monetary policy this

had been attained.

Stals v\ A\
v decline to
dwindle significantly and could dec

this amount. .
Efb%llllte lglll:;f crisis may not have as major

ies, he said.
«effect on SA as other countries, he
%I;ﬁlf;‘l:ising factors on the BoP like higher

goldhand base metal prices may come info
P Smdﬁﬁve modest expectations for

-o8A should

the BoP
ports in 1991, but the outlook for
gﬁﬁlrésnlgt be too pessimistic because the

situation would be manageable, he said.

3 dit
“Th k has unutilised overseas cre
X T‘kili?;izsa [:;.f about R3bn which could be

faci _
ised if ry, he said. .
e this year were unlike-

‘Debt repayments

$1,6bn to be repaid

E;E'l ‘could be rolled over, he said.

] s with an official
Srern o be re prubiirig year compared

1990’s $2,5bn, Of this a large propor-

Inflation, which is expected to decline in
December and January as a result of pet-
rol price decreases, is now under upward
pressure because of Gulf war fears and
higher oil prices.

The uncertainty over the Gulf crisis
made it difficult to make forecasts with
any certainty, he said.

What was needed in the long term was a
stable financial system that could realise
sustainable economijc growth and a drop in
interest rates now couid contribute to in-
flation but not to growth, he sajd.

“If necessary we wiil pro-actively inter-
vene (in the money markets) to avoid mon-
etary expansion,” he said,

On the balance of payments (BoP) he
said 1990 was likely to reflect a comfort.
able R5bn surplus on the current account,
However, {n 1991 the surplus was likely to
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Analysts had predicted a cut in Bank

» rate early in the year because underlying

inti ds it
o be pointing towar ,
gea?g Ss:iecﬁnliﬁ Ehis wgs deferred largely

isti the
ink in the statistics over
Bﬁ:?:?: {geaelfsm;hich had all shown signs

contrary to their trends.

Money supply growth kicked 1;55 :;32;
st above 10% to above 12%, esertes
dropped by over R%B;’}I?’uclflnfr%mpruduc-

jon increased to 15_, s Ir . "
ET?I:E;tiun was higher and so was ban

credit,
He said there was more reluctance to

in this situation. The Bank
licy in this situation. _
ﬂlnauli%iewpa%tl fgr a return to the ‘upierlymg
trends before making any decision.
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The resent downturn in the
Snuth,African economy has al-
ready lasted about 21 months
and indications are that this
state of affairs will continue in
1991.

It is therefore clear that al-
though the present downswing
1S not as severe as the 1984-86
recession (which lasted 21
months}, it will definitely be
more prolonged. This expected
course of events in 1991 will be
reflected as follows by the
major expenditure components:
@ Real private consumption ex-
penditure will show only a
small increase compared with
that of 1930.

@ Strict control will help gov-
ernment expenditure to in-
crease only moderately. (How-
ever, the emphasis of expendi-
ture will continue to shift to
items such as education, train-
ing, housing and health ser-
vices.)

® The decline in the total de-
mand for goods and services
will have a further negative ef-
fect on real fixed capital forma-
tion, particularly by the private
sector.

I also foresee further drops in
capital expenditure by the gen-
eral government.

Real Investment

With regard to the public cor-
porations, I do not think the
sharp increases in real invest-
ment of the past {wo years will
be repeated in 1991,

The depletion of real inven
tories will continue as the
downturn in the economy inten
sifies and the production of new
goods declines further.

I expect the present more
sluggish growth trend in eco-
nomic activity to continue and
even intensify in the months
ahead. A moderate relaxation
of monetary and fiscal policy
can be expected during the first
quarter of 1991.

All in all, I estimate that the
total real gross domestic expen-
diture on goods and services in
1991 will exceed that of 1990 by
about 0,2 percent only.

A margmal improvement in
our net foreign trade is expect-
ed — exports will increase
slightly while imports will be
slightly lower than in 1990 —
which’ will contribute to a mod-
est positive growth rate of less
than one percent in total real
gross domestic product.

If the growth in the popula-

other y

{91

By J T Louw,
chief economist,
Sanlam

tion is taken into account, it ap-
pears that the real gross dom-
estic product per capita will de-
cline for the third consecutive
year.

The prospect of little real ec-
onomic growth in 1991 does not
augur well for employment.
This situation could be compli-
cated further by the undisci-
plined action of workers on the
labour front.

An aggravatmg problem is
the ever-increasing gap be-
tween people who have jobs
(and whose wages increased
sharply by means of collective
bargaining over the past decade
or so) and those who are unem-
ployed.

It is therefore clear that jobs
will remain scarce in the new
year and that further retrench-
ments can be expected.

In view of the poor economic
condition and the accompany-
ing ample supply of workers
foreseen on the labour market, I
expect wage and salary in-
creases {0 be considerably
lower in 1991 than in the previ-
Ous two years.

I estimate that the average
remuneration per worker out-
side the agricultural sector will
increase by about 13 percent in
1991, compared wih an estimat-
ed increase of 15 percent in 1990
and nearly 17 percent in 1989,

With due allowance for an es
timated inflation rate of about
13 percent, this implies that
workers’ real remuneration will
show no growth next year — a
development which business-
men will have to take into ac-
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count.

If it is furthermore borne in
mind that only limited tax re-
lief can be expected from the
budget in March, it is clear that
the financial position of con-
sumers will remain under se-
vere pressure in 1991.

Fortunately, in view of the
considerably slower growth
rate in the money supply and
the decrease 1n the demand for
money there is a good chance
that the bank rate (the rate at
which the Reserve Bank redis-
counts Treasury bills) will be
reduced in the first quarter of

1991 — most probably by one.

percentage point — and that the
prime overdrafi rate of banks
will be adjusted from 21 percent
to 20 percent.

However, several factors wiil
have a curbing effect on further
interest rate reductions.

Inflation rate

In this regard it could be
mentioned particularly that the
inflation rate is still much too
high (I estimate the average in-
crease in the consumer price
index to be about 13 percent in
1991 as against 14,3 percent in
1990, which compares most un-
favourably with that of our
principai trading- partners and
competitors) and that private
consumer expenditure is still
fairiy buoyant.

The current account of the
balance of payments — which
reflected an estimated surplus
of about R5 000 million in 1990
— could also come under
pressure should the drought

- —
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conditions intensify and war,
breaks out in the Middle East, « *

Together with the improve-:
ment on the capital account of’
the balance of payments, the:
net foreign reserves are never-
theless expected to increase. I:
therefore believe that the:
weighted exchange rate of the:
rand will also be fairly stable in,
1991.

Indications are therefnre that.
monetary policy in the months'
ahead will still be fairly tight!
and that interest rates will re-’
main at high levels. I do not en-'
visage the prime overdraft rate:
of banks being much lower than'
18 percent by the end of 1991,

All in all, it is therefore clear
that consumers’ spendmg abili- :
ty will be rather limited in 1991. |

Against this backgruund
commercial and industrial com-;
panies can likewise expect con-!
tinuing difficult business condi-.
tions in the year ahead. A signif-
icant improvement in business,
conditions before the end nf'
1991 seems unlikely.

Suppliers of motor cars wﬂl
fare badly, but companies sup- -
plying furmture and household’
appliances will benefit from the
lower interest rates and the in-°
creased buying power of the:
lower income groups.

Companies in the l:mllt:hngl
and construction industry could
experience sustained unfavour-:
able business conditions. ~

In brief, this year.will be an-:
other year of consolidation for
the economy — the last, it is to
be hoped, before a period of -
more rapid growth in the Nine-
ties. '
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EW disclosures about the
radical economic policies
being explored by the African Na-
tional Congress to steer South
Africa into a post-apartheid era,
if it ever secures political control,
look certain to increase the
tempo of the political indaba.
So far, much of the debate has
revolved around the issue of na-
tionalisation — even the mention

of which causes Big Business to .

trundle its cannons.into battle
readiness, which the ANC then
counters with a smokescreen of
various hypotheses.

" Now, however, Professor
Laurence Harris, head of a special
think-tank inside the ANC Depart-
ment of Economics called Erosa
(Economic Research on South
Africa), has delivered much more
munchier pieces of ANC policy to
chew on.

Professor Harris, from the
School of Oriental and African
Studies at the University of Lon-
don, who has assisted the ANC to
shape its economic policies, takes
a lot of new lids off ANC thinking
in this book. .
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He makes plain that national-
isation is still very much on the
agenda, as a significant element
in economic strategy — even
though, he concedes, the issue is
riddled with problems.

He discusses a number of possi-
ble targets, but while he grumbles
about the role of Anglo American,
the mining giants as a whole, con-
glomerates in general and banks
in particular, he insists that the
ANC has so far compiled no real
“hit list” inside the private sector.

But he makes it equally plain
that any major State corporations
handed over to privatisation by
the present Government will go
back into the nationalisation
slammer if the ANC has its way.

Though there is stress on ANC
commitment to a “mixed econ-
omy”, its interpretation runs far
wide of what the SA Chamber of
Business, for example, may have
in mind.

The business world, it becomes
obvious, can expect a whole pack-
age of directives from the State

on how to run its: affairs to ensure
new investments. Production' pat-
|
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McGregor's Economic Alternatives by mca_&._ God-
sell, Laurence Harris, Azar Jammine, Leon Louw
and Robin McGregor. (Juta and Co Ltd)

terns all pursue the goals set for
the transformation of society.

What will cause a new furore,
too, especially inside the private
business sector and among those
In top income brackets, are the
revelations from Professor Harris
about what the ANC may have in
store for taxpayers and financial
markets.,

Urgent priority would be given
to even tighter exchange controls
and a closing of any loopholes to
call a halt to flights of capital.

Next in line: intervention in the
credit and capital markets — with
a swift reversal of all the deregu-
lation trends in banking and fi-
nance seen over the past decade.

“The plans for regulation of the
markets,” says the professor, “are
based on the firm belief that South
Africa’s credit and capital mar-

Reviewed by MICHAEL CHESTER

kets — left to themselves — will
not generate the high levels of in-
vestment in productive capacity
needed for transforming the econ-
omy’.

All- that would go hand in hand
with the reintroduction of pre-
scribed investment regulations.

“Financial institutions will be

- required to hold specified propor-

tions of their assets in securities
issued to finance specific pro-
grammes such as low-cost housing
and programmes for public ex-
penditure ¢n infrastructure.

“In allocating credit to private
borrowers, banks and other
lenders will be obliged to give pri-
ority to certain types of borrower
... favourable interest rates will
Wm specified for certain types of
oan,”

NC.economic thinking

nm...__:..

The JSE: “To conform with the
ANC’s views on transforming the
economy,” says Professor Harris,
“the stock market would be a re-
gulated market oriented more to
dealing with State financial in-
struments and Government-
backed securities.”

In turn, he reasons, policy to-
wards the financial markets is
connected with ANC policy on
conglomerates. Policies to divide
them into separate entities, via
some form of anti-trust policy, are
on the ANC’s agenda, with a
pledge that strategies will be
much different from the ap-
proaches taken so far by the Com-
petition Board, which he considers
“quite ineffectual”.

Taxation? There is the promise
— or threat, depending on where
one stands — to raise the taxation
on companies and individuals.
(“The tax breaks the rich used to
€njoy such as the favourable
treatment of capital gains would
be permanently closed.”)

There will be few arguments
with Professor Harris about the
determination to reach such basic

goals 5 "4 new South Africa
ﬂwmu.w eMoCTatic rule goes pand
in haid WIth measures to pgrrect
the iijustices inflicted by apart-
heid @ PEOPLE’s living standards,
emplyment, health, education.
housig -

It i the route selecteq by the
ANCoonomic think-tank with
massje State intervention, that is
bounglo raise the temperatyre of
the pdtical debate.

Hogver, “Economic Alterpa-
tives’als0 corxtaing a series of far
differnt options — spelt oyt jp
sectics devoted to sych gurus as
Dr Az Jammine, director of the
Econgetrix think-tank, ang by
Leon 0w, executive director of
the F¢ Market Foundation,

Thet are also faseinating sec.
tions yritten by Bobby Godse]]
direcr of industrial relatigns
and pblic affairs at the Anglo
Amerian oE.ﬁE.mnau_ and Robin
(“Wholwis Whom") McGregor,

“Eaomic Alternatives” may
not exst all the options open to
Southiftica, but it is boung to
maked Invaluable contribution
to thekhate. O
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for free-market, supply-side eco-
nomics while the ANC still fa-

vours statism, But they do have
economic goals in common. They
both wish to reduce inequality,
eliminate poverty, make the eco-
nomy less import-dependent, re-
duce reliance on raw material
exports and increase the export
of industrial goods.

The government has socia]
democratic inclinations. It
already is taxing the rich to redis-
tribute to the poor. The difference
in this area is largely one of
degree.

The government wants to
expand its make-work pro-
grammes along New Dea] lines,
It is trying to improve education,
hoysing and black welfare gener-
ally. The gulf in intentions is not
S0 vast that we cannot proceed

economically. The biggest rifts at
the moment are over the ques-
tions of nationalisation and sanc.
tions, both advocated by the ANC
and rejected by the government,

The ANC seems to be realising
that the time has come to drop its
call for sanctions. The challenge
today is to establish peace
between the ANC, Inkatha and
the government, which will give
us a stable economy against
which to discuss constitutional
options.

If foreigners see that SA is
stabilising, investment funds will
flow back, particularly if the
three mainstream political play-
€IS are seen {o be co-operating.

Respond

First prize would be for Presi-
dent FW De Klerk, Nelson
Mandela and Mangosuthn Buthe-
lezi to join hands and appeal for
world economic co-operation and
help. The world would respond.

We have too much that they
want and they have too much that
we want for them to ignore us and
nowhere would $2- or $3-billion do
more to uplift more people.

If we seek the economie king-
dom and achieve the growth of 10
percent a year that is possible on
the high road in a sanctions-free
environment, we’ll double our
wealth every eight years and the
political kingdom will pretty well
look after itself.

* The dollar traded at R2,58




HE debate on SA’s future
economy has thrown up so
many ‘“‘non-negotiable” is-
sues that the casual ob-
server might be forgiven for be-
lieving accord is impossible.

But this approach ignores impor-
tant points of agreement between
government and the ANC, the two
principal protagonists, as well as
areas where the apparent differ-
ences are limited only to nuance.

One fact of SA’s economy has been
hammered home by both sides in the
debate — the country’s wealth distri-
bution is among the most uneven in
the world, as is clear from a com-
parison of Gini coefficients, a widely
used measure of inequality. The
higher the Gini coefficient, the more
uneven is the wealth distribution —
the rich are very rich and the poor
are very poor. SA’s Gini coefficient
of more than 0,6 seems high when
compared with an average of about
0,4 for industrial and about 0,5 for
other developing countries.

Last year Sacob found only 5% of
blacks fell into the “top” annual in-
come group of R16 000 or more while
more than 80% of whites found them-
selves in this category. Only 2% of
whites were in the lowest category of
R2 999 or less compared with almost
40% of blacks. Sacob also found that
up to 40% of the labour force could
not find work in the formal economy.

Em&ﬁ disparities are under-

scored by ANC economist Tito
Mboweni who points out that more
than half of the population has to live
on an income that is insufficient to
maintain families at a minimum
subsistence level. He adds that 81%
of households in the “bantustans” are
living in “absolute poverty”. In ur-
ban areas, the housing backlog
means 16 inhabitants per home.
Sacob reckoned that government
needed to spend about R52bn in any
fiscal year on housing, education,
health and social pensions, or 80% of
the current Budget, to bring about
equality in per capita government
spending on the different races.
Spending on these items amounts to
about 32% of the current Budget.
There are reams of figures that
illustrate the heritage of poverty, in-
equality and stagnation after four
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GRETA STEYN examines the similarities and differences between
the economic policies of the main political actors in the final of four
articles examining the dismantling of apartheid.

How to Bm_“.olm GJ
and demand

decades of apartheid government.
How will SA achieve rapid and sus-

tained economic growth, and a
society with a less uneven wealth
distribution?

Government and most of the “free
market” participants in the debate
argue for redistribution through
growth. Wealth, it is believed, will
trickle down to the poorer sections of
the community. They see redistribu-
tion as a “spinoff” of the creation of
new wealth. Simply put, economic
growth in a free market system will
see the poor’s incomes rise at a
faster rate than those of the rich.

Opponents on the left argue for
drastic redistribution of existing
wealth. In their view, the creation of
new wealth (growth) is a spinoff of
redistribution, and not the other way
around. They see a “virtuous circle”
in which wealth is redistributed to
create new wealth to be redistribut-
ed again.

The emphasis on both sides is on
growth. Government’s growth strat-
egy, engineered by Economic Co-Or-
dination Minister Wim de Villiers, is
essentially an export-led ansion
path. De Villiers focuses on the com-
parative advantage inherent in SA’s
agriculture, minerals and base met-
als which should permit us to add
value through greater beneficiation

before export. One of his main con-
cerns is that 88% of SA’s exports are
in raw or semiprocessed materials.
This figure is up from 70% in 1960.
“We are exporting our employment
opportunities,” he says.

Finance director-general Gerhard
Croeser says greater beneficiation of
SA’s mineral resources is “a starter
mechanism”, vital if SA is to stop
“exporting employment.”

Another feature of De Villiers’s
growth strategy is improving the
productivity of both capital and la-
bour through incentives for industri-
al companies that work extra shifts.

he focus is on the supply side —
on improving the productive capa-
city of sectors in which SA has a

comparative advantage.
By contrast, the ANC's focus is on

. the demand side — on redistributing

purchasing power to stimulate de-
mand for domestic manufactured
goods and services. In other words,
greater spending power in the hands
of the masses will generate growth.

“The engine of growth in the eco-
nomy . . . should be the growing satis-
faction of the basic needs of the im-

poverished and deprived majority of
our people,” the ANC said in its Octo-

ber 1990 draft policy document.

ANC leader Walter Sisulu earlier
last year spoke of “unquenchable ex-
ectations” that had to be satisfied
‘now” — including free and equal
education for all, the extension “to
all our people” of social security,
medical facilities and unemploy-
ment benefits and a living wage.

The October document said the
focus would be on “programmes and
policies” that increased social infra-
structure and basic consumer pro-
ducts. The document seems deliber-
ately vague but it appears to suggest
a public works programme, such as
mass home building.

Mboweni wants to see a “virtuous
circle”: redistribution of income will
provide the means for mass con-
sumption, which, in turn, will spur
growth in the labour-intensive man-
ufacturing sector. The advantage of
stimulating consumption among the
poorer sections of the community,
Mboweni says, is that it is not im-
port-intensive.

' He also notes the redistribution of
housing and infrastructural expendi-
tures as a factor contribufing to
heightened accumulation of wealth.
“Deconglomeration”, restructuring
of the financial and capital markets,

taxation and state intervention ar.
means through which redistribution
coutld be achieved.

The ANC sees an important role
for the private sector in a mixed
economy. Mboweni describes the
ANC’s position towards business as
“one of the less controversial”.

The major difference between
government and the ANC’s growth
strategies is that the present govern-
ment has ostensibly rejected
Keynesian “demand management”
while the ANC’s redistribution poli-
cies are aimed at stimulating con-
sumer demand. But closer scrutiny
of government’s fiscal strategy re-
veals strong elements of demand-
oriented growth policies. The alloca-
tion of R2bn in extra-budgetary

expenditures to Jan Steyn's Indepen- |

dent Development Trust (IDT) is one
example, as is an extra Ribn allocat-
ed for urbanisation.

Croeser noted government was
moving closer to a “social market
economy”’, even if reluctant to in-
crease deficit spending. There is a
clear recognition that growth in a
market economy alone is not enough:
“We cannot simply await the results
of a trickle-down process.”

{f importance were the provision
of government transfers and safety
nets to the poverty stricken. He ad-
mitted that “SA does not shape well
when it comes to safety nets. ... The
whole question of poverty is being
urgently studied by government.”

He also noted a “virtuous spiral”
similar to the one posited by
Mhoweni: - urbanisation sparks a
strong demand for housing and
mass-produced basic consumer pro-
ducts, in the course of which the
creation of jobs and incomes gathers
momentum in a “virtuous spiral” of
incomes, demand and employment.

Like Mboweni, he notes the low
import propensity and the high la-
bour intensity of the process. The
IDT and similar funds, including an
increasing share of funds from gov-

ernment itself, will provide strong

impetus to the process.
roeser quoted Joe Slovo to illus-

trate that some common ground had
been reached: “Growth without re-
distribution is meaningless. Equally,
redistribution without growth is not
a sustainable policy.”




SA’s bureaucracy, grown flabby on
the back of separate development, 1s
likely to burgeon in the new SA, de-
spite initial trimmings of the apart-
-heid apparatus. |
Critics of apartheid have pointed
to the economic resources the policy
consumes — resources which could
instead be used to reconstruct SA
along nonracial lines, .

However, the initial savings of
these cuts could soon be negated in
staffing a bureaucracy to administer
equalisation programmes under a
new dispensation. ’

The DP’s former finance spokes-
man Harry Schwarz, soon to.become
ambassador in Washington, says that
while it cannot be doubted that sav-
ings will be achieved in ridding SA of
the apartheid apparatus, bureaucra-
cy is likely to grow under a pro-
gramme of equalisation in a new SA.

It is also likely that a policy of
decentralising administrative func-
tions to several economic regions —
a policy government favours —
would lead to a bigger bureaucracy.

Commission for Administration
chairman Piet van der Merwe said
last April that 7% of the economical-
ly active population-was employed in
state departments, provincial ad-
ministrations and government {rade
establishments,

.Between 1980 and 1988, mE%—cw.
‘I ment in central * government in-
- creased 57% from 325 000 to 511 000.
1i&. UCT sociology professor Mike
‘Savage says the direct cost of apart-
heid is most clearly seen by examin-
ing state’ expenditure on the large
apparatus required to implement
and enforce apartheid programmes.

He points to the costs of support-

il [ b T Ly ] ————

The by-product of change

is a bulkie

G A {0

bureaucracy

el ] 4y .

A future SA will probably need . a larger, rather than a more
streamlined, public service, reports EDYTH BULBRING in the third of

four articles examining aspects of the dismantling of apartheid.

ing 10 bantustan governments pro-
viding duplicated services 1n such
areas as health and education; of
supporting a bureacracy administer-
ing apartheid laws, and paying dii-
ferent police and defence forces and
other civil servants in the indepen-
dent homelands.

Savage estimates that direct state
expenditure to finance the apartheid
machinery in the 1985/86 financial
year was 10%-21% of the Budget,

Schwarz uses education as a prime
example of the cost of apartheid.
Under the present dispensation, edu-
cation management and administra-
tion entails large-scale duplication
of structures and functions:.

Including the TBVC states, there
are 18 departments and 15 Ministers
of education. But Schwarz says it
would be foolish togssume that there
would be only one eéducation depart-
ment in a new SA. .

“Regionalisation” is likely to bea

tion, and whether it applies to educa-
tion or health, nonracial regional ad-

-4_&.% real factor in a new dispensa- -

~facilities, it is likel

ministrations are a likely scenario.
“Decentralisation costs a lot of mon-
ey, he says.

With the implementation of a high-
er level of education and improved
the drop-out
rate among black children would de-
crease, leading to the need for more
teachers and bureaucrats to admin-
ister a larger education apparatus.

The same applies to ‘pensions. To
achieve parity in-old age pensions
would cost ans extra R2bn-R3bn a
year on the present expenditure of
R3,8bn, and the number of old age
pensioners would probably grow

with increased life expectancy@-

among blacks through the improve-
ment in living and welfare seryices.

-This would therefore increase the

bureacratic apparatius needed.
Schwarz doubts -the scrapping of
apartheid administrative structures
would bring substantial savings.
With the scrapping of the Group
Areas Act, for instance, affected bu-

reaucrats are likely to be absorbed

into other departments, as happened

-

with the scrapping of the develop-
ment boards.

Scrapping the four defence forces
in the TBVC states and the 10 home-
lands police departments would also
not result in significant savings. Per-
sonnel would probably be absorbed
into the SAP and SADF. This pre-
sumes there would be a single police
force and not regional police forces,
he says. .

A senior government official esti-
mates that scrapping the apartheid
apparatus would bring a saving of
R1bn at most, but that this would be
a short-term saving. Attempts to eq-
palise historic inequalities would
definitely result in larger bureaucra-
cies, he says. .

Government favours a decentral-
jsed dispensation with a small cen-
tral government. For example, in
education there could be one educa-
tion department at central govern-
ment level deciding on broad policy,
currictlums and standards, while
there might be nine executive struc-

 tures in nine economic regions.

_E aad

g,

Combining the three'eéxamination
departments into one honracial de-
partment would still require the
same number of people to mark and
administer the scripts, he says.

. While government is looking at a .
regional solution to provide more

cost-effective and efficient service,
an increase in bureaucratic struc-
tures is a big possibility. There is no
doubt_that getting rid of apartheid
would cut out a large number of
directors-general and about 150 poli-
tical decision-rnakers, he says. But
trimming personnel could prove ex-
pensive in retrenchment packages

~ W

"
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unless employees were absorbed into .

other departments.
The official also points to the dan-
gers of a new government being re-

‘sponsible to a large constituency,

with resultant “buy-offs” through
jobs and top positions.

The scrapping of one of the more
obvious signs of apartheid — the six
self-governing homelands and the
four TBVC states — would also not
provide significant savings.

It is true that the six homelands
have 57 separate government de-
pariments, each headed by a direc-
tor-general and its own adrninistra-
tive structure. Incorporating them
into a single government could pro-
vide an initial saving, but it might
still be necessfiry to use the bureau-
crats in a regional administration.

While critics have correctly point-

s ]

ed to the waste of money and human -

resources in the apartheid system,
not to mention the cost in human
dignity and lives it has entailed, it 15’
unlikely that any future dispensation
will provide a “quick fix” in the form
of a leaner, more efficient and cost-

-effective nonracial bureaucracy.
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By David Braun
Star Bureau

WASHINGTON — With
apartheid’s collapse near,
Washington should help
strengthen a free market
economy in South Africa by
repealing financial and eco-
nomic sanctions, a leading
US conservative pressure

group has advocated.

According to Michael Johns,
policy analyst with The Heri
tage Foundation, the most sig-
nificant challenge for the US
no longer is convincing South
Africa’s leadership to scrap
apartheid.

Rather, the challenge now
must be to ensure that apart-
heid is replaced with a political
and economic system that re-
spects the fundamental liberties
of all'South Africans.

In a paper released in Wash-
ington this week, Mr Johns said
the US should be concerned

about the political system that
could emerge in a post-apart-
heid South Airica.

A future South African Gov-
ernment could be tempted to
withhold supplies of vital min-
erals to the US and it would
also control one of the world’s
most important waterways, the
sea route round the Cape of
Good Hope.

Mr Johns also warned that
South Africa’s nuclear pro-
gramme could continue to de-
velop under a post-apartheid
government, and that the coun-
try could eventually possess an
intermediate-range nuclear ca-
pability.

Influence

The US had lost much diplo-
matic and economic influence
in South Africa in the past five
years,

To regain this influence and
to help ensure a peaceful transi-
tion to freedom and democracy,
he suggested the Bush adminis-

US should be eomem™e ~ ~  — ————

tration should: '

@ State that the goal of US poli-
cy in South Africa was a non-ra-
cial democratic society that
protected the individual. rights
and economic freedoms of all
South Africans.

@ Financially assist anti-apart-
heid organisations that support-
ed democratic, free market
ideals. ~

@ Immediately lift economic
and financial sanctions against
South Africa once the conditions
of the Comprehensive Anti-
Apartheid Act (CAAA) were
met.

@ Grant South African commer-
cial aircraft permission to land
at American airports.

® Withhold American financial .
assistance to the ANC or its
front groups until it terminated
its alliance with the SA Com-
munist Party.

® Invite anti-apartheid leader
Mangosuthu Buthelezi to Wash-
ington to meet with George
Bush, administration officials,
and members of Congress.

,_,_____=‘—|—I-I_-I-"-



OVERNMENT and its ne-
gotiating partners face a
complicated and expensive
task in dismantling apart-
heid and removing obstacles to
constitutional negotiations while
showing their constituents the

process is working.

President F W de Klerk has said
the Group Areas Act will be repealed
this year along with the Land Acts.
The repeal of both will go a long way
to removing obstacles to negotia-
tions and speeding the lifting of sane-
tions. But it appears neither De
Klerk nor anyone else in his govern-
ment has started seriously consider-
ing what the cost of dismantling
apartheid will be, nor where the
funds are going to be found.

Political success in SA is to a large
extent dependent on economic sue-
cess, with black people needing to
see real changes and rewards com-
ing their way if they are to be con-
vinced to support their leaders.

nmﬂmum there is another matter.
Just last week the Civies Association
of Southern Transvaal (Cast) said at
a Press conference that the process
S0 far had not materially affected
the lives of black South Africans and
there was no reason for them to hold
out much hope from the negotiations.

Blacks want to see concrete devel-
opments which substantially im-
prove the quality of their lives or
they will reject their leaders. They
want not only to see the dismantling
of legislative apartheid but also to
taste the fruits of “reparations” for
past discrimination.

They also want to see a new sys-
tem of local government; the begin-
ning of a new single nonracial educa-
tion system; a radical reduction in
unemployment; an improved and
unitary heaith service and a marked-
ly improved quality of life.

Most people also want their lives
to change materially — to own the
modern household appliances and
consumer goods so long taken for
granted in white households.

The gap between black people’s
expectations and the resources
available to meet them is great. It is
argued the racial gaps in income and
wealth will require special corree-
tive or affirmative action to enable

Determining the
hidden costs of

Replacing apartheid with a more broadly acceptable political
economy will be complex and expensive. BILLY PADDOCK reports in
this, the first of four articles examining the issues. .

those in a disadvantaged position to
better their situation. But we will not
get there simply by waving some
magic economic wand.

The Democratic Party in its Eco-
nomic Manifesto belieyes that nar-
rowing discrepancies can best be
achieved by education, training and,
where appropriate, corrective action
in land resettlement, housing and
other socially orientated services.

The next Budget will, according to
SA's ambassador-elect to the US
Harry Schwarz, have to achieve a
fine balance between social spending
and closing of the discriminatory
gaps on the one hand and the promise
and pressure to reduce income tax
on the cther. There are also in-
creased demands from the public
sector.

SA has an ill-developed social se-
curity system. Whites who qualify
through a means test receive an old
age pension of R276 a month while
blacks get just over R150.

The Mouton Commission investi-
gating pension alternatives reckons
that o scrap the means test and pay
everyone who qualifies a flat month-
ly pension of R300 would mean lift-
ing GST from its present 13% to 15%.

Government, at the same time, is
having to cope with the huge drain on

resources as a result of townsmp
rent and service boycotts and the
consequent deterioration of these
services as well as the destruction of
many buildings such as schools
during unrest,

Middle class whites worry about
the cost of maintaining their mort-
gage payments, of the high levels of
income tax, 44% at the top marginal
level, and about the future of their
children in a new SA.

ﬁrm DP claims economic growth
is the only way to acquire additional
wealth. Where are the resources for
reparations going to come from
while still getting the economy off its
negative growth course?

Finance Minister Barend du
Plessis estimates GNP needs to
grow by 5% a year if the formal
sector is to w_.cﬂnm enough jobs for
new school leavers each year.

This ignores the fact that the infor-
mal, unrecorded sector is growing,
though its ability to provide jobs and
taxes needed to finance social spend-
ing to reduce inequalities cannot
easily be measured.

Government can push already
high company and personal taxes

even higher. GST, which provides the
state with nearly 26% of its tax rev-
enue, could be increased further at
the risk of putting it through the
ceiling and further impoverishing
the poor.

Pretoria could also use savings
from further cuts in the public sector
such as defence, reads and public
works if such cuts are possible. And
it can get additional money from
increased exports and, indireetly,
through taxation from increased
productivity.

Measuring the cost of apartheid is
difficuit but the new social spending
will spawn its own bureaucracies.

Government has expended a lot of
energy counteracting sanctions, and
now that their lifting seems immi-
nent many may be relaxing and hop-
ing this will solve the problem. How-
ever, foreign investors are unlikely
to invest in a country that is unstable
and where the likely next govern-
ment is talking of socialism and
nationalisation. Therefore economic
growth will by and large have to be
generated interpally. - . :

That, in turn, seems scarcely at-
tractive if taxation and tax rates are
increased,

The DP argues that SA requires a
lean, efficient and streamlined pub-

lic service to administer and main-
tain security. The public service, it
says, is too big and constitutes a
disproportionate drain on resources.

It says the way to streamline the
public service is to abolish ideologi-
cal and discriminatory functions —
which will go when Acts like the
Group Areas Act are repealed;
rationalise and reconsolidate func-
tions overlapping as a result of ra-
cial differentiation and by privatis-
ing services which can be dealt with
by the private sector more efficient-
ly and economicaily. .

The DP claims that if appropriate
policies are applied and reasonable
economic growth achieved over a
five-year period, many of SA's socio-
economic problems can be resolved.

DP economists believe the eco-
nomy can grow by 23% over the next
five years or a compound annual
rate of about 4%. If that is added to
savings believed mommmEm in the
1095/96 budget, the DP estimates, an
additional R22,4bn could be avail-
able for social spending even after
deducting expenditure on new prior-
ity developmental programmes,

Government has accepted some of
the DP's proposals and in some
areas, like streamlining the public
service and structuring it along busi-
ness principles, they are already
working on them. The ANC, which
also does not have a clear policy on
achieving economic growth, regular-
ly bandies about the slogan “econom-
lc growth by redistribution”. Its sup-
poriers and leaders also advocate
consumption driven growth and ar-
gue that if wage levels were higher
the huge spending power of black
majority will create a big demand
and encourage productivity.

qwmnm are merits to both sides of
the economic argument, and it might
well be difficult to see the wood for
the trees as future governments
grapple with the problem — and
that’s even if economic policies do
not become bogged down in econom-
ic rhetoric.

Principally, though, emphasis in
the next few years is likely to be on
the sort of social spending deseribed
as reparations by some and as equal-
isation by others. That will be the
priority if constitutional negotia-
tions are to have any chance of a
lasting and amicable settlement.
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Report looks to private secto
for two-thirds of welfare fundin

THE private sector in SA should provide
two-thirds of the funds for welfare services
— worth 6,4% of GDP or R13,2bn based on
1989 real GDP figures — says the recent
draft report on the restructuring of* wel-
fare financing.

The report, issued by
Health and Popuiation Development De-
partment, said according to “internatipnal
norms” government should provide 3,2%
of GDP for welfare provision,

SA was a Third World couniry with a

~ large proportion of “less developed com- : )
* rnunities”. It was vital the state and pri- % den of welfare funding.

vate sector provided the 9,6% of GDP ne-
cessary for “the establishment of an
adequate welfare system”.

The report, compiled by a working com-

| mittee of the SA Welfare Council and

Interdepartmental Co-ordinating Commit-
tee (ICC) on social welfare, was submitted
for comment to welfare groups in October.
A final report is being prepared

ICC chairman Joos Hattingh said yester-
day the guidelines for financing were
based on an investigation of Third World
welfare provision by the Finance Depart-
ment’s central economic advisory service.

[ MATTHEW CURTIN )

AHI president Gerrie Steenkamp said at
the weekend “the writing was on the wall
for the private sector” regarding its re-

¢, Sponsibility for welfare funding. In princi-
the National™ ple more funds would have to be provided
w. 10 avoid a “dramatic rise” in taxation.

Not only could government not with-
draw entirely from welfare subsidisation,
but trade unrions had a responsibility for
putting the private sector in the position

~ Wwhere it was able to carry a greater bur-

Steenkamp said greater productivity,
less labour unrest and more reasonable
wage demands were important precondi-
tions for SA’s economic prosperity.

In the 1990/91 Budget government allu-'

cated R4,4bn for “welfare promotion” out
of a social services budget, sincluding
health and education, of R27,8bn.
Johannesburg Child Welfare Society so-
cial work consultant Jackie Loffell said at
the weekend it was difficult to establish a
clear picture of government welfare fund-
ing because of the racial fragmentation of
welfare departments.
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Instltutlons“

stuck for..;

- From ANDREW GILL
JOHANNESBURG. -— Financial
institutions have entered 1991
with a projected cash flow of
about R35bn and no obvious
vehicles in which to invest as the
economy continues on its stagnant
path, offering limited opportuni-
ties and poor returns.

A fundamentally weak equities mar-
ket, declining returns in the money
market, a limited gilts market and an
exhausted property market all con-
tribute to the dilemma of life assurers
and.pension fund managers.

Based on the compounded annual
growth of 15% in assurers’ and pen-
sion funds’ 1988 cash flow of R21,95bn,

1991 is estimated to yleld a ﬂnw uf’
R33,4bn.

Some analysts say the 15% growth
estimate is conservative and the
figure could well be more than R40bn.

About Rl1llbn will be paid out to
policyholders, leaving R22,4bn which
has to be invested somewhere.

Added to the R33,4bn is the project-
ed R5,6bn funds uf the Public Invest-
ment Commissioner (PIC) which will
be channelled into government stock.

Investment switches could come
into play as the money market be-
comes relatively less attractive be-
cause of expected rate cuts by the
Reserve Bank., This may further in-
crease potential cash flow.

Hnwever demand in the money
market is 11ke13r to remain strong and
this could push rates down even fur-
ther.

The gilts market is unlikely to ex-

perience any major increase in bor-
rowing from the major players be-
cause of rationalisation by the
government and Eskom, and thus sup-
ply will be limited. This is likely to be
exacerbated by the PIC’s R5,6bn.

Equities, says Southern Life equity
investments GM Paul Beachy Head,
will be a major absorber of the cap-
ital.

An investment strategy of buying
when the all share index is down 10%
from 12 months prevmusly and selling
at growth of about 40% is sure to yield
results, he says.

The index is at 2710 points, 9,3%
down from last January, and could
mark a turnaround in fortunes for the
struggling stock exchange.

Nedbank economist Edward Osborn
says a lot of money is likely to find its
way into equities and push share
prices up “for no good reason”,

Investors will be climbing into a
market which is “really very dull” and
offers poor growth prospects.

The PIC. is likely to absorb all
government issues in the gilts market
in the next few months and overall
borrowing is unlikely to be that much
higher,

The result would be “tremendous
pressure” on money market rates, Os-
born says. The 90-day liquid’ BA rate
has already fallen to 17,65% — 35
points below Bank rate.

Property is unlikely to absorb much
as CBD activity is depressed, and
while housing ought to be be attract-
ing investment it has not been doing
so because of poor returns and politi-
cal unrest.




]

]
i

P I
ay” o il - o .._... FE oL
._r..I ._.

'-

mmubﬂw mm?a from ﬂzm m.mmm _,
Emnwmﬁmmum L. a blitz mEE;

| Wits:

r e
_l—

—-ll-

-.—
-
-

Four books issued by the Free
:Market Foundation (with a strong
? ifiput; from University of the Wit-
. watersrand mnmnmEEmu ‘have
.~made their mﬂwmmnmnnm They sug-
- gest a serious joining “of 1 wmﬁm in
the great debate over the’ ‘econom-

% E.:mcn_E and Er_unm_ fiture’s” -

;¥ Their titles are:in ﬁsmﬁmmimm
mdcnm_wﬁm ‘South’ bwﬁnm..fm War:
Against Omﬁ;m:m_ﬂ {Walter'E:Wil- ;
H_mEm —' R34,95);. Libérty ‘and
m,ucw_umz% (Frank Vorhiesand Ri-

.__A n .- ...
- 2 "

Q-.ﬂ—-ﬁ:.- Hb-mno: _GOWm mH

1-_
_... w
. d
L] ]
+
.-. .-. -
-
- 1
r b

:n_ﬁa J mnmnﬁ editors — R39 muv ,

.. |
R D 1 _..-...
-

:u r H h

-._ Lf.__..

1
s _.

1 r
:ﬂ L L

8” 2 -.m

Il

..._...__...

N,

" Ny =

- ,_t:_u
- L]

-
- - oy

—_ -
b

1-"r1 r_; .," .

.”;

-
]
e
-
"'I."'r
B

u._..1.- -
1-.| -

1-.-
‘=,_
'
"
uﬂ

I-__..: ..r.q.-.

Eimﬂmmﬁn: mﬁn mncncE_n .H us-
tice (Frank ‘Vorhies, . m&SH. —
- R19,95); and ogm:Emn;?ﬁmH. in:a
“Free Market (Terry Eﬁﬁumn mnn
m,&nw Vorhies, editors — R29 mB
All are published by Juta.
Their content is. EmEE wmummm
from- the neo-Marxist .or ‘Social -

. dernocratic. ‘viewpoint. They ¢on-

demn maqmnnﬁmnﬂ intervention
across a.range of mcEE and ieco-

iy,

nomic activity, even- m_._mmmmﬁ:m

that the military and’ school .edu--

cation would be better privatised.
The “balance of payments coll-

straint”, over which so many poli-

ticians and mna:cE_m.,.m mmcn_mm is

"y
1'
-.L.
n .l‘ll-l—- r
..

w our TOOWm Quwﬁ. mw.ocp

- LA
- ! T.:qnh_. W
1 t ‘.__Il ﬂ.._.u.:.i..-_ "

-0 .
l m
4
_

Enﬁima_ as‘an mﬂwﬂman beast . . M: is ==nnEuHcHHmEm Stuff,”

| .1.
J-..._ -u _..._._1
...: hh

Emﬁm ﬁ @

[ L ' n
r _ ’r T m Y1
F ..
TR nL IO B
RN L A0
h
-
+ +
.

-

ud e

—+ 3
o .1I—
- - +
Ta -k
-
£ : 1
A
- 1 st L -
= -
r ~
-
u-t . #
. §
-
- LI,
-
a

LT F ..l
.E-_ -— 1 P =
] - -
- = | - . —._.... a, :
..._..._ _.q - . ‘e - a_ .
-.__.

Hm more to their liking. A few of

__Ju

which simply does not.exist = and”_ maEm of it stated in the most tren-", EmE have the integrity to admit a
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 In mznﬁsmn area:
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Hﬂmﬂ_._”ﬂﬁ:uﬂm

- selfish interest. They openly con-
=» mond Fiske :E_“ a Wits man — a-.5 fess that they want things redistri- |
£ +:z. freelange writer on. agricultural ™ .buted in their direction because 7
: Professor U:u-_r,", mnonaEEmv on’ the morality of, . they-are greedy, jealous or vindic-
y h.m naaamunm 5 moﬂmumamﬁ intervention: with the - "‘tive. Idi Amin was a fine example.
. intention.of redistributing:i. ., “King David was another: He ‘re-
. ‘“Economists-and politicidns‘are ~ disiributed’ Uriah to the batfle-
=c,...q happy to agree'that economic  front because he wanted Uriah's
Eﬂmnqmaﬂcu .does have a mcn.._wu wife to be reallocated for his own
oSk ) - use. Such honesty is rare in an era
Lo :m_uEm mEﬁSnm ﬁmmmﬁﬁ in argu-  that-almost ==Emnmm=$ frawns
upon selfishness.”

‘Many regard the mnmm mark-
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eteers“with a degree of wariness

i manam mmuﬁnmm mna resources. E‘EH because they seem to want to
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mﬁmnmum _“wmﬁm_w:ma.gmﬁ_mﬁ ﬁﬁr
_the’ entrails of*flie last Fabias.
- They are considered to be mnﬁm-
what over the top. .
But they certainly are mﬂEEmm.
_ ing, emphasising throughout their
z concern with creating .Ea.mw
wealth, not destroying it. ok
EEE write with an Eﬁmﬁmﬂ;
» ing wit which, in truth, is mmnmaw_w
£ 1y lacking- from the ﬂﬂﬁnw.mi
3 their opponents to Leit and Right: -
mﬂi The University of the” gm,wf
" watersrand is also known; oi,
course,.for ideas in direct nanﬁamma
with those of the free Emuwﬁmmww

Will there bé a return-salvo? n_ ?.r, ‘,_
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' A MONG the chattering classes,  enterprise put, ironically, it-will*

the debate on the nature of shortly be forming alliances with:
the_ “new economy” is largely po- a new group of politicians® who,
larised between socialism on the have not learnt the lessons yet. «
one hand and,a mixed, but mostly There are, however, two rea-'

free enterprise, economy on the Sons for guessing optimistically,
other hand.j-,__ . that the economic misery will not +

The most Jikely outcome is nei-  Jast for 4 further full generation, |
ther of these, The most likely is The first is that the world is? f
that we will. muddie along with a moving away from command. i
variation .of the mercantilism economies. It usually takes gs' 5
Which has; for the legal and re-  goma While, in South” Africa, to:

. corded economy, served us so dis- catch on to world trends, so-this:

astrously f{.u: the past 15 years. one may hit our new rulers in, =
Mercantilism is a centralised,  apout 10 years' time., Ao |
- state-controlled economy with an The second reason, and by far.

array of protections, privileges the most important, is that thete |
and concessions given to a handfy] has been a silent revolution going®
of private interest roups only. It o in the South African economy .
was prevalent in medieval times for about 15 years, the so-called’
. and is still widespread in South informal sector activity. ™o
America, much of Africa and The informal sector is made up,
other parts of the economically o hundreds of thousands of enti®-*

- iserable, non-communist world. preneurally minded citizeng of all’
It is not free enterprise. races, who have decided to .do,
What is, of course, sure to their own thing regardless of :offi-’
cl!ange is that the new state rulers cial constraints. I
will represent the majority and Not long ago, official statisti.’
the future protected Private inter- clans denied its existence. They !
est groups will be a slightly differ-  ,ouw acknowledge that it repre-

ent set of cronies, Sents an under-recording in the of- '
To the extent that the corporate  fjp4a] statistics of 8 percent, : 1
sector is already changing to meet Each time they look they find.a . :
. the new circumstances, the SCNET-  bit more that they did not know . é
- al approach seems to be to change about before. Our OWn guess is' -' .

to the minimum extent possible in  that it is closer to 25 percent and
order to secure patronage from growing three or four times faster * |
the likely new rulers, than the recorded economy, * :

The hope seems to be that, by They are not an-organised. i
modifying the corporate image, lobby, these entrepreneurs; .i%r '
the privileges and protections can are they politicised, They simply
be sustained. This may — and - practise free-enterprise —s pofr.. .
probably will — include a slight  petitive free enterprise and-indj- !
}videnmg.ﬁgf the ranks of the cron- vidual economic liberty. Theretis
i€5, muchyas the mining industry 3 chance — about g 50/50 ‘charice s
was, several years ago, opened to = . that there are now enough’ of
Afr:kaner"{ntere_sts. ‘ them to prevent future politien] » |
. The coninuation of mercantil- groupings from destroying thepm | {
ISm will ‘mean the economy will  with centralised, command econ-, |

be no better, and probably worse, omy controls, PSS

than that of.the past 15 yéars, be- If this smiall business sector can !
cause the ecoriomic growth rate be assisted and encouraged; if the !
will continue to be below the POD-  numbers of entrepreneurs can;he 3
ulation growth rate, thus increas- expanded still faster, it ig tﬁgyfu.:f. 5 |
ing poverty and unemployment pq4 the politicians — whpg Will, '
and heightening social tensions, lead us, in a time span*miiér’ |
Crime and violence. - shorter than a generation, te-.

Normally, one could expect this  wards a future free enterprise ec- !
phase to.last for at least a genera- onomie structure, with jobs for-all :
tion — 30.0r 40 years, It has taken who want to work. L R

'I' this long for the Nationalist Party ®Ion Heth'é%nﬁtﬂn is }nhn{iﬁu-

'to learn that mercantilism does ‘ing Director of the mndustrial !

not deliver the goods, It is now on N traininiicompany ISk Crea- -

the brink of ctl:;&%gg‘g_‘g};nwards free” « yom o \ : @
- ' SRR o T LY
L Kt t, ' o
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MONEY SUPPLY F1“ ¥t/
TECHNICAL BLIP (+7)

Growih in the broad money supply aggregate
M3 accelerated in November, after falling
consistently since April. Year-on-year, it
Brew an estimated 12,67% to R159bn, while
growth in October was revised upward, from
an estimated 10,02%, to 10,23%. But this
does not spell a reversal of the trend; it was
largely due to technical factors.

One was a delay in clearing cheques
through the banking system in October. This
unduly depressed October growth while
clearing the backlog in November produced
an uptick that month.

The other technical factor was compara-
tively high growth in October 1989, 24,41%,
and lower growth in November that year,
23,30%. These figures provided the base on
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N THE current climate of rap-
id change in SA and abroad,
there is uncertainty about the
prospects for 1991 and beyond.
How deep is the present reces-
sion? Is it real and fundamental
or perceived and seM-inflicted?
Is economic policy a matter of
overkill or of cautious self-re-
straint? Should business plan on
further contraction or on the
underlying potential for growth?

There is a growing view that the
current restrictive economic poli-
cies have been unnecessarily pro-
longed, to the detriment of the funda-
mental economy.

Sacob has called for an easing of
monetary policy early next year, and
Reserve Bank Governor Chris Stals’s
hint of a cut in interest rates begs the
questions of when, by how much —
and how soon the recovery?

The economy has shown resilience
to the restrictive measures, but is
now ailing under reduced demand,
tighter credit, rising costs, bad debts,
insolvencies and unemplioyment.

In many cases the damage is
irreparable, with the disappearance
of otherwise viable small businesses

in particular.

further lean period is expected
by many for the next two years. Is
this necessary or inevitable?

The answer may lie in the rapid
lifting of the restrictive measures,
and in addressing the reasons for
their introduction, namely the bal-
ance of payments crisis and the ap-
proach towards reducing inflation.

The balance of payments has per-
formed remarkably well in the face
of unfavourable gold and oil prices,
with an increase in reserves of about
$2,5bn this year and a strengthening
in the R/$ exchange rate.

Stals is on record as saying that
the balance of payments position is
now “comfortable”.

While US demand has slackened,
export activity continues and finan-
cial sanctions could soon be lifted

SA economy needs
a rapid lifting of
restrictive policies

ERIC STILLERMAN

with the meeting of the criteria set
by the US Congress. Since the bal-
ance of payments crisis has largely
ﬂwm_.,mn_ the corresponding restric-
tive measures are ready, too, for
rapid abatement.

Continuing efforts to quell infla-
tion by reducing demand have been
largely unsuccessful, as demand in
SA is basic and relatively inelastic.

High interest rates may even have
contributed to inflation — by
Increasing costs and reducing sup-
ply, leading to increased prices.

Take the following example: if 20
people queue up to buy one house, the
price can only rocket. If interest
rates are high, the queue may be cut
to 15 people, but the price is still
going to be high.

The objective, surely, is to give

people the opportunity to build 20
houses at a reasonable price.
_ An immediate material decrease
in interest rates could have signifi-
cant benefits in increasing supply
and redueing ecost-push inflation.
Real interest rates should idealiy not
exceed the desired economic growth
rate of, say, 3%.

A measure of wage inflation is to

be expected in SA, due to the
normalisation of wage bargaining,
which is a major market force for
the redistribution of income and is
unlikely to abate.

Wage inflation may be offset by
increases in volume, reducing unit
costs. Labour has less to do with
national productivity than the effi-
ciency of capital, management and
economic policy.

Any adjustment for the sake of
international competitiveness is re-
flected in the rate of exchange,
which is strengthening at present.

Business has a natural interest in
lobbying for key policy actions to
hasten the recovery with relatively
low inflation, including:

U An immediate, significant reduc-
tion in interest rates:

U The promised reduction in tax-
ation and government spending;

L] An early start to political negotia-
tions and the removal of obstacles to
the lifting of financial sanctions; and
[J Redirection of resources to a
national development programme in
co-operation with the private sector,
to achieve the common goals of ac-
celerated growth and.the fair distri.

bution of wealth.

Consumer industries have held up
well in the slowdown and should
grow substantially in a recovery.
Construction stands to gain most
from reduced interest rates, and
could recover relatively quickly as
many projects have only recently
been shelved.

Mining and agriculture may re-
cover more slowly because of exter-
nal factors, but can only benefit from
reduced interest rates. Mintek’s re-
cently announced new extraction
process is a welcome innovation in
reducing mining costs, which may
hasten the recovery in mining.

Business has good reason to plan
for growth, while weathering the
slowdown by improved efficiency
and innovation rather than
contraction.

Opportunities abound in many in-
dustries, including basic consumer
goods, housing and related indus-
tries, export markets, partnerships
with new foreign investors and in-
vestment for medium-term expan-
sion in industrial demand.

Rather than the traditional reces-
sionary strategies of blindly reduc-

ing overheads, innovative methods
may be used to control costs and
working capital while maintaining
growth and turnover.

Significant efficiency may be
achieved in many SA companies in
areas such as inventory manage-
ment, production planning, rationa-
lised distribution methods and more
efficient credit control — without
hampering sales and service.

Growth and turnover may be
maintained in recessionary times
through increased market share,
market coverage and penetration.
This may be achieved by more effi-
cient marketing methods, such as
tele-sales, and by cross-selling pro-
ducts into existing and new markets.

Companies with the foresight to
retain rather than retrench skilled
wmﬁaunm_ will be best placed to

enefit from a recovery. People
costs may better be recovered by
performance-related remuneration,
and by redirecting resources to new
productive opportunities.

In the face of the national skills
shortage, training budgets require
fine-tuning towards specific skills
shortages, integrated with the stra-
tegic objectives of the business. The
upgrading of skills at all levels is a
necessity for business to remain
competitive with the available
human resources.

ndustrial refations policy, in addi-
tion, needs to {ranscend the era of
confrontation, in line with the new
climate of recognition, negotiation
and relationship-building.

The concept of a construective
partnership between labour and
management is essential to business
survival and national development
in the urban and decentralised areas.

Needless to say, if business can
survive and prosper in the recession,
the prospects for growth in a stimu-
latory economic climate will he un-
bounded in the 1990s and beyond.

OA Johannesburg management
consultant, Stillorman specialises
in strategic management and man-
agemsant training and development.
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By Ann Crotty

It’s that time of year again
when people review what’s
happened and {ry and get a
feel for where things are
going in the 12 months

- ahead.

And because of the nature of
the festive season people tend
to look at things with a fresh

eye that encourages some en-

thusiasm and optimism — so
what if 1990 wasn’t so great, it’s
a new year now and there’s lots
of good will so things will be
OK.

At this stage what is on the
horizon must look pretty sober-
ing to even the most enthusias-
tic festive season reveller.

War, recession, high interest
rates, an international trade
war, difficulties following the
dismantling of the old Commu-
nist regime in Eastern Europe

. and, major problems in the tur-

bulent Soviet Union.
Remember what was on the
horizon this same week last

. year?

There was a great air of opti-
mism in the West — the Berlin
Wall had been pulled down sig-
nalling the collapse of a regime
which had effectively split the
world into two hostile economic
camps.

From here on it would be a
time of international goodwill
with Western nations moving in
to help the Eastern bloc to-

Down trend . . . ‘“Iit was a year when anything that moved
on the economic front, moved weaker''.

wards a more market-oriented
economic system.

A more enlightened FW de
Klerk was at the helm here, In
the not-too-distant future SA
would be welcomed back into
the international community
and this would boost our inter-
national t{rade as well as bring
international investors flocking
to the JSE.

The Government’s privatisa-
tion programme was looking
good with Iscor already in the
hands of the public.

Added to all of this, develop-
ments in Eastern Europe were
expected to resulf in a surge in
the gold price.

All-in-all things looked good
for 1990 in those first few
weeks. .

It turned out to be a pretty
grim yvear. Almost wherever
they could, things turned sour.
And now only the most coura-
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geous of spirits can be holding
out much hope for 1991.

Of course on the bright side
— things are looking so bleak
waﬁ that they can only get bet-
er.

Consider what was happen-
ing in the first months of 1990 —
the rot set in fairly quickly:
There was an air of euphoria on
the JSE as international de-
mand and local institutional de-
mand underpinned strong share
price movements in the first
few weeks.

Reserve Bank governor Dr

Chris Stals noted a dramatic
improvement in the country’s
foreign debt position.
The Minister of Finance, Mr
Barend du Plessis warned the
banking sector and borrowers
that the government was seri-
ous about curbing the excessive
use of bank credit.

And Dr Stals announced that

s

the targeted growth in money

supply would be lower than in
'89 in order to reduce inflation.

Some economists were fore-
casting a year-end inflation fig-
ure of 13 percent as a result of
the government's restrictive
monetary and fiscal policy.

Nedbank MD Mr Chris Lie-
benberg called for the scrap-
ping of the financial rand, say-
ing that it had outlived its use-
fulness.

There was more euphoria in-
February — a month dominated
by President De Klerk’s speech
at the opening of parliament
and the subsequent release of
Nelson Mandeia.

Figures showed that the
trade surplus in January topped
R1 billion for the eighth month
in succession.

On the JSE, the President’s
speech was greeted enthusiasti-
cally and was expected to be
very bullish for the market with
hopes for a massive influx of
overseas investors.

This sentiment quickly turned
following the February 11 re-
lease of Mr Mandela who then
spoke frequently of the need fo
nationalise major assets.

In his budget the Minister of
Finance revealed that the defi-
cit before borrowing in fiscal
'89-"90 was down {0 1,56 percent
of GDP — which was below the
budget target.

Figures showed that fewer
businesses were liquidated in
1989 than any year since 1980.

But the weakness in the econ-

omy was becoming increasingly
apparent in corporate results as
fewer and fewer companies

were able to report “real” in-
creases in profits.

The weakness on the interna-
tional economic front, which
was aggravated by a troubled
Eastern European/Soviet Union
situation, kept world commaodi-
ty prices and demand low and
meant there was little chance
of an external boost for the SA
economy.

In addition the gold price
failed to match earlier buillish
expectations. Having quickly
fallen back helow $400 it re-
mained at punishingly low
levels throughout the year re-
sulting in massive retrench-
ments and cutbacks in the gold
mining industry. 4

This had an inevitable and.

drastic spin-off effect on the
rest of the economy. )}

Now 1991 has arrived and few
economists are hazarding a
guess at what the year holds for
South Africa. The gold price is
encouragingly higher than it
was a week or two back — but
it was a lot higher at the begin-
ning of 1999.

Interest rates are still high —
as they were at the beginning of
1950,

And if war breaks out in the
Gulf all wishes of a happy New

Year will be drowned in a surge
of oil price rises leading to deep
recessions in the world’s‘econo-

i
aFnd ey

mies, South Africa included:
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Tough year ahead for@[j
consumers, sa@s expertz

DEVELOPMENTS on the dumestlc and mternatmnal

fronts point towards a tough year ahead for consumers,
says Old Mutual chief economist Mr Dave Mohr.

*“The country will have to live well within its means
to repay, at least partially, its foreign debt. That implies
that spending will have to be curtailed to generate a
savings surplus, from which the debt is repaid.

Mohr added that such a process was not conducive
to economic growth in the short run, as it implied strict
economic policies..

“Our economy has also suffered from the sharp fall
in the foreign prices of gold, silver, copper, steel and
platinum - some of our main export commodities.

**Coupled with recent increases in the oil price these
price movements complicate the servicing of our for-

eign debt and reinforces the need for a strict economic

policy, such as high interest rates,’’ he said.

*“The consumer has borne the brunt of these devel-
opments. For example, the prime overdraft rate rose
from 12,5 percent at the beginning of 1988 to its present
21 percent. To worsen matters, consumers went on a
borrowing spree during the second half of the eighties,
with bank credit (mainly overdrafis) rising by 86 per-
cent during this period.

“‘With interest rates at their current high levels, the
pain to consumers is obvious."’

Mohr said consumers were further suffering from the |

Govemment's attempt to reduce inflation.
‘*After such a long period of high inflation an at-

tempt to reduce it includes no soft options and a degree

of lower economic growth can be expected.”

On the positive side, he said political developments I

over the last year benefitted the economy as foreign '
creditors were more willing to roll over some of our
debt. However, at least a billion dollars will have to be '

- repaid in 1991.
““Although the Reserve Bank can be expected o be .

very cautious in reducing interest rate, the over bor-
rowed consumer and deeply indebted companies can ex-
pect light relief from a reduction in the prime rate dur-
ing 1991. It is Reserve Bank policy tokeepaSto 7 per-
cent margin Batween the inflation rate and the prime
rate, thereby maintaining positive real rates.

‘“That means at most a reduction of 3 to 4 percent in
the prime rate can be expected.

‘“The other area where the economy could poten-
tially receive a boost next year is in the form of lower
personal tax rates, as the state President promised in a
recent speech. However, there is very little scope for

‘any significant tax_ reductions as the pressures on

Government spending will not ease.”” he said.




|Jobs and wealth
|vital for stability,|

Isays Mandela

. should replace

binaq V[ 2441 .

WINDHOEK — Any political set-

tlement in SA would not survive

unless the economy was turned
arourd to generate jobs and.
wealth which would make a rapid
and visible impact on black living
standards, ANC deputy president
Nelson Mandela said yesterday.
Addressing the 10th annual consul-

tative. conference of the Southern’

African Development Co-ordination
Conference in Windhoek, Mandela
said the process of political change in
SA was taking place in a continuing
economic recession and a high level
of inflation which had a dire impact
on the most disadvantaged sections
of the population.

“Mass poverty becomes ever more
endemic. This is the engine which
feeds growing social instability,
crime and despair,” Mandela said.
*“The process of improving people’s
quality of life “must entail a redirec-
tion of both public and private sector
resources for the benefit of this sec-
tion of our population”, J,

Beyond the short term SA’s eco-
nomy would require incisive restruc-
turing to ensure the growth of a mod-
ern . manufacturing sector, which
‘ precious minerals,
raw materials and agricultural pro-
duets as the principal foreign
exchange earners.

“At the same time the economy,
would have to grow in such a way
that it creates jobs and meets the
basic needs of a portion of the popula-
tion whose involvement in the
economy’is;marginal today.”

+ It-was also accepted in SA that the
economy, could not achieve satisfac-

Vart i}

tory growth without significant in-
flows of foreign investment.

of justice, peace and stability in our
country,

“Both the domestic and the foreign
investor need to he reassured about
the permanence 0of such peace and
stability, as well as the prospect of a
thriving economy.”

Mandela said that whatever hap-
pened in SA would obviously have an
important effect on the other states
of the southern African region.

The process of indemnifying South
Africans in exile on a significant
scale had yet to begin, and the repeal
of repressive legislation still had to
be addressed., -

“The struggle to remove these ob-
stacles therefore continues.”

The ANC had advanced specific
proposals concerning the process of
negotiation, including the convening
of an all-party congress, the election
of a constituent assembly and the
installation of an interim

government,

Walvis Bay

“Tomorrow (President FW) De
Klerk will address the apartheid tri-
cameral Parliament,” Mandela said.
“We ... urge him to respond positive-
ly to these constructive demands so
that, as soon as the ohstacles to nego-
tiations have been removed, our peo-
ple would carry out the urgent task of
deciding a political order which
would ensure that our counfry is
transformed into a peaceful and sta-
ble nonracial democracy.”

Namibian President Sam Nujoma
told the conference that negotiations
would begin soon ‘on the integration

*of the SA-owned Walvis Bay port into

Namibia. “Without the integration of

“The eéonomic processes we have' :Walvis:Bay and the ofishore islands,
been talking -about require that -we.. 0ur independence remains incom-

move with speed to create a situation

plete,” he said. — Sapa.
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Inflation seen at
16 % } mi
WP ﬁﬁﬁ i six’:ess Edito H

INFLATION is lj ely to bottom ou % in
the middle of the year, United Building Society
(UBS) chief economist Hans Falkena says in his
Economic Menitor.

He expects the bank rate to come down to 16% by
the middle of the year.

But he thinks the rand will weaken to R2.75 to the
$1 by the end of the year, “largely as a result of the
inflation differentials between SA and its main
trading partners”.

In spite of the slowdown 'in werld economies, [
Falkena expects SA’s merchandise exports to grow
by about 59 in 1991 due to the collapse of sanctions,

“In the light of the aforementioned developments
the current account surplus for 1991 should be
marginally higher than in 1980 -

‘He thinks the foreign debt cbligation for 1891 will
be $1,6bn at most. - )

“On the assumption that the current keen interest
of foreign banks in SA continues and that short-term
trade credits remain readily available, the actual
net debt repayments could be even lower.”

He expects the gross foreign exchange reserve
bosition to improve from about $3,2bn at the end of
1990 to about $3,9bn, roughly the value of three
months’ imports.

However, Falkena sSays current recessionary
trends are €Xpected to persist in the first three
quarters of this year. “A slight upturn is expected
only in the fourth quarter.”

And he warns that growth could be adversely

He expects the SA authorities to persevere with
their restrictive monetary and fiscal policies in an
effort to continue the fight against inflation,




A REPORT which severely criticises
government development policy and
proposes that social spending be dras-
tically reorganised has been handed to
KEconomic Co-ordination Minister
Wim de Villiers. g

The report, by retired Auditor-General
Joop de Loor, finds that government hous-
ing funding is a mess, that there is & need
for rationalisation in development assist-
ance organisations and that all racially
based departments must be done away
with, says an informed source,

It recommends a one-city, one-tax base
concept which would amalgamate black
townships and white towns. It finds that
much of what government allocates for
social spending does not reach the intended
beneficiaries, but is wastefully spent by
organisations supervising this spending,

If the report was accepted by govern-
ment, single departments would control
spending in areas such as education, agri-
culture, housing and health at the national
level. Regional development'would be ra-

tidrialised™ within~a gingle department-

handling a range of development' needs
including, for example, small business de-
velopment, , \

The system recommended by De Loor
would be cheaper and ensure more effi.

cient delivery to the people the spending .

was meant to help, the source says.

The report apparently recommends that
government’s housing policy should be
changed immediately. It is said to recom-

De Loor v TPALY

Provincial Affairs and Planning.

the SA Housing Trust.

cause of the report, the source says.

proposals had been considered.
£ 2 e -

amount government has been '
development, including in depariments
such as Development Aid, which this year
was budgeted to spend R5,7bn. .
~—amount.is understood to.be su

move by government to increase social
spending and ensure funds are well spent,

larly critical of spending at the second and
third-tier level. The tiny homeland of Qwa
Qwa, for instance, was fonnd to have five
Separate government development corpo-
rations operating there. *

SIX government departments were in-
vestigated by De Loor, ircluding Develop-
ment Aid, Foreign Affairs, Agriculture and

Other development agencies included
within the ambit of the inquiry include the
Development Bank, the Small Business
Development Corporation (SBDC), Land
Bank, Independent Development Trust and.

Some changes such as the addition late
last year of the portfolio of Development
Aid to Agriculture under Minister Jacob de
Villiers may have already taken place be-

In a statement to Business Day after he
| took control of Development Aid last year,
De Villiers said he knew of the De Loor
! report, but said he was not aware that its

mend that government’s role be reduced to
administering a revolving fund to provide
2 one-off subsidy to first-time buyers,
Speculation has it that President FWde
Klerk might unveil such a proposal when
he opens Parliament today.

It also singles out bodies sur_:h as the

Industrial Development Corporation (IDC)
for criticism, finding that it has tended to
keep too much of its investments tiedup in
strategic holdings, rather than actively
creating new risk ventures, says the in-
formed source. :

The report is understood to ilave been

ciréulated to some Cabinet Ministers and
some decisions have been taken which
could be unveiled early in the parliamen.
tary session. )

It quantifies for the first time the
spending on

e total

tial.
The De Loor inquiry is part.of a major

The source said the report was particu-

]l To Pngnjz )

u«‘\ From Page 1

De Loor’s Téport was commissioned by
De Villiers in May last year. He was given
six months to investigate the tota] develop-
ment assistance structure,

“It’s the first time they’ve quantified the
amount of development aid flowing from
government departments to second and
third tier levels in the whole of SA,” says
Business Day’s source.

IDC MD Carel van der Merwe said in a
recent interview that it was a valid criti-
cism that the IDC could have done more to
uniock mature investments. He said these
would be released as new investment op-
portunities were identified.

Senior general manager at the IDC Jan
de Bruyn said yesterday the IDC had not
seen the report and could not comment,

Government sources approached de-
clined comment.
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Bank likely to kcep

tough monetary' 0110);:;&,

testey tameert (U4 [ .

CAPE TOWN — The Reserve Bank was lik contmue
pursuing tough monetary and fiscal policies to force a,
slowdown in wage and salary inéreases, said Snuthemfi
Life economist Mike Daly. ca

If trade unions and employers did not show vnluntary 3
restraint in wage negotiations, the financial Huthﬂrltlesiﬁ
would continue applying strict policies until rising unem;,,
ployment dampened wage demands, Daly warned m, P
Southern Life’s latest Economic Cnmment

Since the rise in the international oil price had delayed
the first easing of monetary policy, a decline in interest
rates would now depend on the renewal of the dﬂwnward‘::
trend in 1nﬂatmn Daly said. The Reserve Bank was’.

. clearly cuncerned at the way wage and salary mr:reaseg“

were mhll;utmg a renewal uf the trend. However, there*-'

‘were many: indications that relief from the strict austen-:ﬁ

ity measures was imminent.

There had been a fall in the growth rate of the broad®™
money supply, and growth in eredit to the private sector
had declined since the second quarter of 1989. oq

Another indicator of relief was the R2bn increase ifr
the net gold and foreign exchange reserves during the.:r
third quarter of 1990.

Daly added that the deteriorating international eco-wf
nomy had adverse implications for SA’s export perform- .
ance this year. _ »n
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SA poised to become
econom powerhouse

BUSINESS
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rank Jeas "’ﬂ"q :‘—': A9 . . |
By Frank 7 A7 9verseas interest rekindled

LONDON — President FW de Klerk’s commitment

t5 a new, non-discriminatory South Africa is likely to

rekindle British investor interest in the Republic.
According to The Times’ financial columnist, Tempus,

On the back of President FW-

de Klerk’s latest reform initia-
tives to dismantle the last bas-
tions of apartheid, South Afri-

. ca is poised to become the

powerhouse of the continent.

This is the view of Britain’s
new Consul-General in South
Africa,. John Doble, who has
already noted the country’s
huge potential.

Confident that South Africa
will achieve a political settle-
ment along with a free market
'leconomy, Mr Doble sees the
icountry becoming the centre
'of an African econentic zone.

“Many black South Africans
have lived in other African
countries and seen how easily
an economy can be ruined by
inappropriate, socialist eco-
nomic policies,” he says.

“They tunderstand that in a
deteriorating economy, black
economic empowerment
would'remain an empty
phrase.

“The disasters brought
about by socialism elsewhere
in the world must deter those
inclined to embark on a socia-
list experiment in South Afri-
Ea." ] “lsy

. Looking at bilateral trade
prospects, Mr Doble;reports
that for the first time in many
years South Africa-Britain
trade is abouf to balance,

“South Africa’s exports to

the dismantling of “the pillars of apartheid” might per-
suade investors to “look afresh at the Johannesburg
stock market in general, and South African industrial
shares in particular”.

The reforms, said Tempus, had left the way “all but
clear for European sanctions against South Africa to
be lifted, and for American interest in investment, cur-
rently banned, to be rekindled”.

“If the political barriers that prevented several trust
funds and those with moral objections' to investing in
South Africa are removed, and if violence and ANC
nationalisation fears are replaced by civil peace and
assurances of free enterprise, net equity investment
should grow,” said the columnist.

He pointed out that, while it lasts, the financial rand
should continue to make investing in South Africa ap-
pealing. The removal of sanctions would — if the eco-
nomic train chugs forward with reasonable speed’ —
provide investors with great potential in the build-

ing/construction and consumer-related fields.

the UK increased 25 percent
last year, while ours went up
nine percent — a good perfor-
mance in a period of tight
monetary policy here.

“We are now South Africa’s
largest trading partner. Our
exports to this country at over
£1,1 billion are about the same
as what we sell to the whole of
Latin America and approach
our export value to the entire
erstwhile Soviet bloc.”

After a decline in the num-
ber of trade missions from

Britain to South Africa in re-
cent years, the Consul-General
says that last year there were
only three, although there are
already inquiries for eight this
year.

“This activity is bound to in-
crease further once we are al-

lowed to resume government
funding for trade missions and
for British stands at trade
shows in South Africa, as I
hope will 'occur this year,” he
8ays.

e — T e ————.
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‘bleakest

! THE SA economy is teetering on the
1gea of a massive slide which will see

oodlettin -on a: vast scale” this

year, industrlal relations consultants
Levy & Associates predict.

Reporting the results of a survey aimed
g | at identifying eurrent retrenchment prac-
| tices and trends, the consultants said the
outlook for recovery. in the current eco-
nomic circumstances was bleaker than at
any time since the inter-war period.

The survey, which covered more than
26 000 retrenchments and 200 companies,
found that trade unions were fighting re-
trenchments harder than ever before,

This was the case even where well-
established retrenchment provisions were
contained in agreements. !

Discugsions on retrenchments, when
they arose, centred mainly around the is-
sue of disclosure of information, with
unions demanding employers’ supply
financial records to justify retrenchments.

Union demands for further benefits and

disputes over disclosure often resultedin a .-

delay in implementing retrenchments,

which in turn often resulted in further cuts

and delayed the chances of recovery.
The.most common reasons cited by em-

ployers for retrenchments last year was

the economic downturn (524%) and re-
structuring or rationalisétion (11,6%).
Retrenchments related particularly to
insolvency, not covered by any retrench-
ment agreements, were expected to in-

- ®

"he outlook now 1S
est 1n ‘year

.VEHA VON LIERES

crease over the next 12 months.

Findings were that more than 80% of the
companies surveyed agreed to pay one
week’s wages per year of service.

Another common category of severance
pay was up to two weeks per year- of
service although this was granted by less
than 20% of companies,

Other concessions recently negotiated
by unions include improved severance al-
lowances of up to four months for more
than two years’ service, the writing off of
company loans, time off to seek altema-
tive employment and guaranteed prefer-
ential re-employment.

The survey noted many benefits were
conceded against a backdrop of overtime
bans, strikes, work stoppages afid sit-ins.

It said the sector most badly affected by
retrenchments last year was construction,
followed by chemicals and mining. Howev-
er, major retrenchment axercises in the
mining sector were expected for 1991,

Nactu general secretary Cunningham
Ngcukana said yesterday retrenchments
could be avoided by upgrading workers’
skills through existing channels such asthe
Industrial Training Board or the'National
Training Board. Where- -retrenchments
were unavoidable, unions shold have ac-
cess to company’s books. g

Cosatu-spokesmen were unavailahle for
comment.




Bloodletting on vast scale seen

Own Correspondent

JOHANNESBURG. — The S5SA
economy is teetering on the edge
of a massive slide which will see
“hloodletting on a vast scale” this
vear, industrial relations consui-
tants Levy & Associates predict.

Reporting the results of a, sur-
vey aimed at identifying current
retrenchment practices and
trends, the consultants said the
outlook for recovery in the cur-
rent economic circumstances
was bleaker than at any time
since the inter-war period.

The survey, which covered
more than 26 000 retrenchments
and 200 companies, found that
trade unions were fighting re-
trenchments harder than ever
before.

This was the case even where
well-established retrenchment
provisions were contained in
agreements.

Discussions on retrenchments,
when they arose, centred mainly
around the issue of disclosure of
information, with unions de-
manding employers’ supply fi-
nancial records to justify re-

BB
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trenchments.

Union demands for further
benefits and disputes over dis-
closure often resuited in a delay
in implementing retrenchments,
which in turn often resulted in
further cuts and delayed the
chances of recovery.

The most commonr reasons
cited by employers for retrench-
ments last year was the economic
downturn (562,4%) and restructur-
ing or rationalisation (11,6%).

Retrenchments related par-
ticularly to insolvency, not cov-
ered by any retrenchment agree-
ments, were expected to increase
over the next 12 months.

Findings revealed over 60% of
the companies surveyed agreed
to pay one week’s wages per year
of service.

Another common category of
severance pay was up to two
weeks per year of service al-
though this was granted by less
than 20% of companies.

cher concessions ;'ecently ne-
gotiated by unions include im-
proved severance allowances of

up to four months for more than
two years’ service, the writing off
of company loans, time off to seek
alternative employment and
guaranteed preferential re-em-
ployment.

The survey noted many bene-
fits were conceded against a
backdrop of overtime bans,
strikes, work stoppages and sit-
ins.

It said the sector most badly
affected by retrenchments last
year was construction, followed
by chemicals and mining. How-
ever, major retrenchment exer-
cises in the mining sector were
expected for 1991.

Nactu general secretary Cun-
ningham Ngcukana said yester-
day retrenchments could be
avoided by upgrading workers’
skills through existing channels
such as the Industrial Training
Board or the National Training
Board. Where retrenchments
were unavoidable, unions should
have access to company’s books.

Cosatu spokesmen were un-
available for comment.
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Real change 1
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with the use of the guillotine to debate, with complications 1n the black: com-
to get its way — and quickly. munity. In the first place, it smacks of
De Klerk would have demonstrated paternalism. It would be differentif aid
his sincerity had he kept parliamentari- came in the form of compensatior from
ans busy over the weekend and right a Emnw Majority govemment elected
into this week, non-stop, repealing the mainly by the people who benefit. That
laws which have all but ruined this would be their due. .

. the Nationalist government; the reality
The government's latest  of change still has to catch up.

._.m*.o rms _.:m< be a..z.m__ re-  Ask any worker whether he or she is
ceived initially, butif hlacks betteroff now thanayearago. Ask any

: township resident.
are not given early acCess "o i. pasliament last Friday, De

to the real €conomMiC Kierk sounded the death-knell of the

wealth, they will dismiss _,W,B% Areas Act, the Land Acts and, ¢ _ e @ fa  country. .wﬁa are mwnw mm be ﬂmgwna.m uﬁﬂ

effectively, of some of apartheid’s [ el For such parliamentary inconverl- who gets whal 2, and why, i e

._..mq..__.m —.mm._ho_._jm mmh —_“.—m..__r.h mpm_vwl—_a « Heunissian idiocies such as “own af- o N Snginw  dence, they are well-enough rewarded. sprawling black areas. There willbe a

, gues fairs” for racial groups. * S Officials should havedone their home-  4anger of corruption in the E.“EE allo-

HEARD: He went further. He promised to re- work months ag0. cation of funds, and red-tape nightmares

o —————— peal the Population Registration Act. Moreover, if blacks are not given early in an alre ady hideously complicated
township world.

access to real economic wealth, they

will conclude that De Klerk’s democra- WW@ problem facing De Kierk, there- -
tisatiofr process 1s a fraud. . fore is: How can three-quartets of the

Here is how economic deprivation population who are poor be mnaﬁaﬂw-
works out. The Land Acts of 1913 and cally endowed in time to avert increased

: Without it, apartheid cannol function.
Humwm_m.emz,ﬂ Fw de Klerk has, There cannot be starutory apartheid
with immense fanfare, announced  without racial classification. S
ancw, mﬁmhw.ma&.@m South Africa. But the usual catch was there. Be- K U

5 alk
- .
- .-r....:..w...vl.-.... [T

B atly, the Gulf war is eclipsed by ~ cause the curent constitution i race- EW de

.1.H.-. .I
P -

Lo _—
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De Klerk’s war on apartheid. based, De Kierk will maintain tempo- 1936 reserved 87 percent of jand to social unrest. It 15 a problem for the
But social and economic justice are rary classification (for example, forby-  God, go! whites. Those Acts are to go. But there WZO. Em.ﬁ for uﬁﬁww@ can disrupt
ot around the comer. elections). That will apply untit anew  De Klerk’s cautious manoeuvering s nio way many blacks, poor to start ¢ march to anew OLcer. ,

Even without apartheid, there will be constitution is negotiated. looks like a sop to the walkabout right- with and further deprived of segrega- Even when international sanctions are

De Klerk’s arguments for clingingto  wing. In fact, the style and pace of the tion,canafford o buy “white” land on lifted, economic recovery is likely to
{emporary arrangements are not con- war against apartheid are leisurely. For @ significant scale without massiveaid  be SIOW, and South Africans can st
vincing. If he is earnest about wishing years we have, officially, been “mov- from the govemment or elsewhere. That face the grinding reality of white privi-,

to schieve a new constitution without  Ing away from discrimination” — as means a mMassive compensation for lege and black poverty.

two nations — one well-off by world
standards, the other poot; the former
white, the latter black. And whites make

up only 15 percent of the ulation. « a3 : . : -
..%mm mmuqm Enwwm for H.nﬂiﬁmwww ation. 4 elay, he could suspend by-elections Pik Botha and Piet Koomnhof, two past apartheid’s efiects. ME: that _M mMmﬁnmmn&m ||u.._wuﬁ amwn

e and thus make temporary classifica- © timists, could confirm. Even though major help is on the only way 18 DY emocratic allocauon
The repeal of the last “pillars of apart- po . nr : P & ) P of national resources after free elec-

tion unnecessary. ex b . 0 lwas ﬁaﬂﬁﬁﬂgmﬁﬁﬁmﬁnﬂg press cards for purchase of houses — and

. : 1 : robably land— by poorer- ffplacks, tlons by a government accountable to
The people are gettng impatient, as  §alleTy when most of the obnoxious P y yP " the country will teeter.

heid”, carrently being debated in par-

liament, will leave thin s forthe mas .
. & h %%mﬂmﬁmw witnessed by the mood on the Grand  apartheid measures were passed by this a further problem presents itself. all the people

on the ground not . : : .
B e Parade as De Klerk spoke. In Olver government. Then the government A Father Christmas handout which ;g onthebnink of disruption. o
Cromwell’s words, they could demand would not hesitate to g0 into urgent, iraced, even indirecily, to white-run (Anthony .mmnwm is a former editor of
of this long parliament: In thename of  steamroller night-sittings, complete  cotfers— state or business —18 fraught the Cape Times) :

Over the past year the perception of
change has been carefully nurtured by

AT e
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Time to
attitude - R

ek

amano

A FUNDAMENTAL
shift in attitude was

needed if South Africa
was to defuse the tensions

Mr Mashudu Ramano,

said this week. ‘
Ramano, executive

director of the Associa-

tion of Black Accountants
' of South Africa, was.
speaking on black busi-
ness involvement in-edu-""

cation and training -at a

conference held in East -

Sussex, England. .
The conference, under
the theme ‘‘Nationalisa-

- n m == -
t "

A

tion, Implications and the
Alternatives,”” was con-
vened by the .UK-bas

. Newick Park Initiative, a
between different groups,

group of senior South Af-
rican Christian public fig-
ures who look. into issues
that need to be addressed

for a peaceful transition to

African majority rule in

_South Africa.

~The conférence. was
attended by Senior mem-
bers of the ANC’s con-

" stitutional drafting com-

mittees and leading inter-
national personalities.
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Top executives forecast turbulence on all fronts

EXECUTIVES from the top 100 JSE-‘ aging a negative annya) growth rate
listed industria] ¢Ompanies are fore. of 02%. They felt there would be g
ercial

casting 3 year of economic, social, “Business confidence pag deterioration in the comm
business and political turbulence, the improved in reaction to the sironger  against the dollar which had aver-
latest report of The SA Business En-~ financia] rand and executives areé  aged R2,64 last year. This year the
vironment in 199; says. O~ Cautiously optimistic. The interpal exchange rate wag €xpected to range
The report, compiled by Unisa’s :i‘- political turbulence, howey n.-—ns- between R2,64 and Rz,so@‘@
business economijes Professor Qkkie Inains a threat,” he sajd. % g They expressed some “optimism

Lucas on predictions by cnmpanyR Executives were ajso optimj : .
execuntives, state;:l they were pessi- 1T that sanctions apd disinves{nent t'f: I&;rh:nﬁﬂ;hil;eghzge;gntgﬂgt;é

dent F W de Klerk's opening speech “~ Executives were sti[] not optimis- The report said there was aisp
in Parliament 1ast week. Lucas said ¥ tic about thig year’s economice Some optimism over the gold price
yesterday there had heep a positive  growth, which they predicted would  which €Xecutives predicted coyld
reaction to the speech, range between 0,9% and 1,1%, aver. average about $401 an oynee or more.
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A post-apartheid South | 0 s cuarter of 1990. These gverall

-J Africa, m:m_mmnm of being the - m m m m & lying rends Towees Ee& Ena
much-vaunted economic - “The economy has hardly grown for
engine of the sub-conti- - - , A Y13 .&q: : 20 years. The present downtum in the
ynent, will be one of the ® 5° WWE.NM = Mﬂﬂ.ww wmnwn.ﬁ
countries in the region cconomy chinbed from, e e e
heavily reliant on foreign of 1985 back up to rates of growth of
aid. This is one of the stark Togh ot in 1988 and 2.1 percent in

conclusions of a study “Over the three Em. from 1987 to

compiled for the Interfund YIS} 1989 the average annual increase in
International Fundraising - ON2- WMMMWM%,. #s_____hﬂaqwﬂ
Consortium by specialist - ~i - : T HQBE_D% Jation growth.

consultants ™. base however, coming as it did after

- .. the recession of 1985-86 and viewed

ccan om y a5 a whole, the 1980s recorded g very

”E._..Hm South ﬁnﬂ&nﬂcwg Y, . ¢ lowaverage annual growth in GDP of

151Ina um.ﬁmm w1 m chance " L5 percent, well below the increase in
of a quick recovery. &. . -, population,” says the repant, . >,

This is the central message to - . - The 1980s marked the first decade in

. Which mE.E. Africa’s per capita GDP

emerge from an in-depth inves- . acmallydeclined. " - . ., .«

tigation conducted for an influ- :
ential fundraising consortium

, “In fact, the per capita GDP has becn
;  falling since 1975, with the exception

based in London.; . S ' of the boomyyears of 1980, 1981 and
" “Many people believe that South H 1984, CUTr e gl
Africa is a wealthy ncmum uw,. HW LR . Spending «- -
significant reserves of gold, dia--3 °, “With lower government spending in
monds and other precions EmBHm._ﬂ,_ ; 1990-91, & weaker gold price, more
These natural riches have provided-; -, .. cxpensive il imports and an expecied

the foundation for the most devel-".;

slowdown in the world economy as a
result of the Gulf war, the Sonth Afri-
can economy is unlikely to reach its

Bt
i assumed that onee >~ .
“It is therefare forecast of ane percent growth in GDP.

mﬁﬁ&nﬁgggaﬁngﬂmv
litical and economic power redistrib-_ .
uted, South Africa will live up to its” i
true potential as the economic power,)
honse of Africa. -0 - 4.,#

el LT T A Tk e el

—>"" Stimulate
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“The South Afvican economic ma-
chine is then expected to stimulate they o~
economies of the othercountriesinthe &
Hmmnumnnﬁrﬂw;wﬂ..—&nmmﬁwﬂwm %
and prosperity.” = C

. “Some forecasters have atready low-
. .. ered theirestimates to 0.5 percent GDP
growth, but it is possible that zero or

)

3

¥

b

: even negative growth will oceur.” -

| -— The report says South Africa has had
e dounble digit inflation for more than a
E decade, so quick fixes are not that
likely. Wage price pressures are in-
creasing, and govemment spending is
bound to be boosted shortly by new
social upliftment programmes. Both

/

The report says although this scenario factors are likely to fuel inflation.™ -

.4 sounds natve, it 1s widely echoed in - “Altenative estimates puts the Con-
business, labour and academic vircles, JW i’ . sumerPricendex (CPI) well above 30
aﬂmonnu?mﬂnﬁnuﬁq mmﬁ W. & X 5 .?Luwwq 53 e £, 7 & LT T, Rt el - _M:..-..J.,.E T jﬂEnﬂWE&ﬁm&ﬁEﬂﬂn

t includes the belie mvestment-’ o3z y° social and econemic —de.” mﬂﬁ T TLALIS S SRS of the hifestyle of black consumers.-
_y , ) political, economic ~—de- emerges explicitly from any his-  national boycotts and disinvestment, the , L .
parthond doe into the region ON°S. mand urgent attention,” says the 1o “torical Tevioy of fhe Sont ALL, debt crisis and cepital fight ~Much of the blame for persistently

mﬂ&.ﬁnﬁh&mﬁﬁﬂ%ﬁﬁﬁnﬁ nﬂﬂmﬂﬁn EHM Ennqﬂnn”ﬂum.m _port. . .. : - economy, says the repart. - “At the same time the ecoromy had high Emm_.“..wa&ﬁ.m nwnmw_. Wﬂdﬁ: .n.nn
nents] markets will be open to South  , 1t 54Y8 the South African Canomy  “[heroller-coaster trendin the South  tacome (o terms with a steadily declin-  80Verunent'sdoar.™
African manufactured goods. has 4__‘w.._u__".h__ characterised by a boom-  African economy in the 1970s was ing gold price andnow anotheroilprice  Regular and excessive budget defi-
The profile of the South Africanecon- oo o eXpanding or receding largely defined by the two oil price  rise precipitated by the Gulf Crisis.”  €its. 8 shift towards greater spending
ﬂ-ﬂnﬂﬂ. n that anv such uﬂﬂnﬁ.«ﬂﬂﬁmﬂﬂwﬁmﬁm@%ﬁ shocks and two gold booms, leading - Tn combingt these haveall ©% cwrent, rather than capital items
Ccomomic future is uikely tn thy cRations inthe intemational market up to a peak of industial output ang i oL inatio, these o growth and 2N Tunaway money supply growth,
Sy ™ Y o price of its principal mincral andmetal  employment in 1982, complicated the chances of recovery, 12ve 8ll been cited as principal canses.

medium term, and that the components xparts — . .
for successful cconomic growth arenot gold,oil .erﬁ_unﬁ_ﬁpmmn “Since then the economy has been  saystherepost, - - Recently however, the goverrment

i i ; ro-alloys. . e 2y " struck by 2 series of mterrelated eco- - South African econom isin Descutitsbudgetdeficits to scceptable
_Hnnn:ﬂnﬁ m m_mun_ bm“uwn”:naﬂnﬁ _...Mm If the markets for these raw material  pomio _N.E political factors. The na- Mn“wwmnﬁnu., wmt.w-w._ Mﬂwﬁmnﬂno% :ﬂ himnits (around three percent) and tamed
“It is by no means clesr that South - o e ouoyant, thecoanomy pros-  tionwide uprisings that began in 1984, consccutive quarters of negative TORCY SUpply growth, ;o oy
Africa is capable of attaining high lev- -pets, but if the world prices sink and if - and the subsequent states of emergency growth. Gross Domestic Product(GDP) ~ Whether this greater degree of finan-
elsof growih (let alone equity), znd the the cost unmnwaau_uﬁwaﬁ_ﬂa_ (such as oil)  declared by the Nationalist government,  fell 1,7 pervent in the fourth quarterof Gial stringency will be ¢lfective sin
basic requirements umnnﬂn_nmunﬂ..d. S }L_.H , y crashes. ~  provoked anintensified round of inter- 1989, 1,3 percent in the first quarter of t_nﬂ_ﬂﬂm inflation E,.w.nn. Ew”ﬁh $
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RESERVE BANK F I €]2]4]

NEW LINE-UP Q_@

An early concern of Reserve Bank retiring
senior Deputy Governor Jan Lombard was
that SA’s political system locked in econom-
IC resources.

A graduate of the University of Pretoria
and London School of Economics, he was at
one time economic adviser to the architect of
apartheid, Hendrik Verwoerd. Lombard per-
ceived the dangers of a philosophy which
placed a small core of whites in the centre of
the economic order and vast numbers of
blacks on the periphery; and realised, long
before reform was a fashionable word, that
the future lay in black urbanisation. He

advocated a political system of nonracial |

regional federation, drawing up the Lom-
bard Report on the political and economic
integration of Natal-KwaZulu.

He saw a solution to SA’s dualistic eco-
nomy in labour-intensive industries and criti-
cised artificially low interest rates which
subsidised the cost of capital. He presented
his ideas for stimulating domestic growth as

inward industrialisation. This was not in- |

tended as a policy prescription; he is a propo-
nent of free markets and constitutional eco-

Lombar Grneewuld

nomics who attempted to introduce some of
the US concepts of public choice to SA’s
economic politics.

Lombard worked in the government ser-
vice from 1950 to 1961. He then joined the
University of Pretoria economics depart-
ment which he left to take up an appoint-
ment as Deputy Governor of the Reserve
Bank in September 1985. He succeeded re-
tiring senior Deputy Governor Japie Jacobs
in March.

Taking over from him on May 1 is Pierre
Groenewald who started his career as a cleri-
cal assistant in the office of the Auditor-
General. He joined and progressed through
the economics department of the Reserve
Bank to become deputy head in 1977. He
spent two years as ambassador and SA’s
principal resident representative to the IMF
and World Bank, returning as adviser to the
Bank.

His career path then took a new turn into
management and he was appointed GM and
secretary of the Bank. He became a Deputy
Governor in 1986. He is now responsible for
internal organisation and administration and
exchange control. His term of office lasts
until 1993,

Jaap Meijer, new Deputy Governor of the
Reserve Bank, has already made his mark on
monetary policy. A staunch opponent of
variable liquid asset requirements as an in-
strument of monetary policy, he worked
closely with late Governor Gerhard de Kock.
As assistant to De Kock between February
1981 and September 1985, he was involved
in the compilation of the De Kock report on
Monetary Policy published in 1985. “He
worked on innumerable internal papers and
reports and this made a substantial contribu-
tion to the changed thinking in the Reserve
Bank,” says a former colleague. “In my view
he is SA’s expert on money and banking.”

The report found the liquid asset system
was ineffective because it was inadequately
implemented and because the system itself
had inherent weaknesses. The most obvious
was that the requirement created a shortage
of this paper, distorting their interest rates
and thereby undermining their potential to
implement monetary policy. The report
recommended replacing the system with a
variable cash reserve system.

This recommendation has finally been im-
plemented. The Deposit-Taking Institutions
Act, which came into effect on February 1,
replacing the Banks Act of 1965, calls for
cash reserves and liquid assets to be held
against deposits of fewer than 31 days, but

m
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the liguid asset re-
quirement, being low
at 16%, poses no con-
straint on the execu-
tion of monetary poli-
cy. Having graduated
from the University of
Pretoria, Meijer
worked at the univer-
() APSRml  sitics of Natal, Pretor-
‘ eljer ia and SA before join-
ing the economics
department of the Reserve Bank. He started
as head of money and banking in 1964. A
series of promotions and a Ph D in economics
(1973) saw him become head of the econo-
mics department in July 1986.
He has contributed to a number of publi-
cations, including The Mechanics of the
South African Financial System. u
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In spite of a negative view
on the international scene,
the South African economy
is holding up fairly well, Old
Mutual says in its latest Ee-

onomic Monitor.

"~ An.analysis of economic ac-
tivity since the start of the
downswing in 1989 shows that,
by local standards at least, fhe
current recession in the South
African economy is still fairly
mild. After six quarters of re
cession (up to and including the
third quarter of 1990), both pro-
duction and spending fell con-
siderably less than in the two
downswings of the '80s (see dia-
gram).

In contrast to declines of
more than 10 percent during the
first six quarters of the '80s re-
cessions, real gross domestic
expenditure (GDE) has fallen by
only three percent during the
current one. The current down-
swing in production trends is
also more moderate.

Old Mutual econpomist Rian le
Roux says that in the current
downswing, GDE has clearly
fared .relatively well compared
to gross domestic product
(GDP). Although both have fall-
en in real terms, the difference
in declines is nowhere near as
large-as during the '80s down-
swings, when real GDE f{ell by
seven and 10 percentage points
more than real GDP. Currently,
the difference amounts to only
two percentage points.

The country is getting some
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benefit from increased political
acceptability. This is reflected
by a great willingness of for-
eign creditors to refinance for-
eign debt. There are also tenta-
tive signs of investor interest.
The foreign debt service bur-
den, severely ¢compromising ec-
onomic growth over the past six
years, should also become less
demanding.

Inflation

Mr le Roux warns, however,
that unrealistic expectations
should not be harboured and a
sustained net inflow of capital
appears uniikely in the foresee-
able future. The attitude of for-
eign creditors could also change
quickly. should domestic politi-
cal events take a turn for the
worse.

Progress has been made with
regard to the balance of pay-

\
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ments and while inflation is still
fluctnating between 14 and 15
percent, partly because of the
Gulf crisis, some degree of im-
provement 1s likely this year.

Economic policy over the
next two years is expected to be
less restrictive and aim for
moderate expansion in dom-
estic demand. The expected de-
cline in interest rates should
offer some relief to over-ex-
tended individuals and com-
panies, although no meaningful
impact can be expected until
later this year.

Agriculture could still have a
material effect on the growth
rate, Mr le Roux says. The ex-
pected poor agricultural year
(particularly regarding maize)
will have a negative impact and
could prevent the economy
from recording a significantly
positive GDP growth rate this
year.

1

Recession

1081-83 1084-87 1989-80
GDE —12.4 -10,4 -3,2
GDP -1,8 -20 —1,3
GDP -1,5 —27 ~0,8
(excl
(1) Percentage change over the first six
quarters of the recesslon.

i

Prospects this year for a rep-
etition of the relatively large
salary adjustments OVer the
past few years are not good.
The question as to whether
these will be lower than the
rate of inflation is difficult to
answer, but if inflation declines
as expected, salary adjustments
in the private sector are, on av-
erage; unlikely to be strongly
negative in real terms. In the
public sector, increases will
probably be lower than last
year, but likely fo be on par
‘with a lower inflation rate.

The consumer’s debt position
remains unfavourable, Mr le
Roux says, and consumption
spending is expected to increase
only moderately this year.

Overall, economic conditions
this year will not differ substan-
tially from those in 1580 and al-
though economic policy should
be less restrictive, positive ef-
fects may only be felt towards
the end of the year.

The unknown factors of the
domestic political process and
avents in the Middle East could,

however, prove decisive.

quite well

this year, says Old Mutual.

In its latest Economic Moni-
tor, the life assurer warrs, how-
ever, that although a cyclical
lowering of official short-term
interest rates is very likely, fur-
ther declines during 1991 will be
relatively modest.

Continued uncertainty in the
Persian Gulf, the need for fur-
ther improvements in foreign
exchange reserves, credit
growth constraint and curhing
inflation all call for a continued
sound monetary policy (positive
real rates of interest).

Qil price

The situation in the Middle
Fast could cause both interna-
tional and domestic rates to re- -
main high, although the recent
sharp increase in oil production
could result in an over-supply i
and when a solution to the crisis
is found. In this case, a signifi-
cant fall in the oil price would
be very positive for bond mar-
kets, Old Mutual says.

High international bond rates
may also be sustained by huge
demands for capital for the re-
building of Eastern Burope.

On the domestic front, uncer-
tainty about constitutional ne-
gotiations and their eventual
economic implications could
deter participants from pur-
chasing bonds on a large scale
and may even lead to some for-
eign selling.

In spite of the risks involved,
Old Mutual nevertheless be-
lieves long-term interest rates
could ease somewhat further
this year.
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By REG RUMNEY
OWNERSHIP in the banking indus-
try, even before the latest merger
moves, was too concentrated, accord-
ing to Azar Jammine, economist at in-
dependent consuitancy Econometrix.
Jammine’s argument is contained ina
recently published book that holds up
the South African economy for inspec-
tion from different angles.
Concentration of ownership and the
dominance of conglomerates feature
prominently in the various contriby-
tions to Robin McGregor’s Economic
Alternatives (Juta), Concentration of
ownership is surely one of the issues
which a future government must tackle.
Jammine’s argument is that concen-
tration of ownership has meant banks
have not been cautious in their lending
policies because their lobbying power
is too strong. They have been certain
either the Reserve Bank or their parent

companies, such as Anglo American,
Sanlam or Old Mutual, will bail them
out. The rescue over the years of
banks which have found themselves in
difficulty — like Nedbank and- Trust
Bank — seemis to bear him out.

Robin and Guy McGregor discuss in
much detail competition theory, com-
petition law in various countries and
the possibie effects of economic con-
centration.

They conclude that bigness is not bad
in itself, while the abuse of bigness is.

They pose the question: Is concentra-
tion necessarily a bad thing? “Do we
look at concentration from a structural
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McGregors open up the
possible SA

mod gl2~ 142]9),

or behavioural point of view?” They
note the Free Market Foundation has
found the behavioural patterns of
South African companies to be essen-
tially competitive. “This may be so and
certainly appeared to be the view of the

“Competition Board until recently.”

However, they quote report 15 1985
of the board in which it states various
practices such as resale price mainte-
nance, price collusion, market sharing
and collusive tendering did occur “fair-
ly generally”.

The McGregors come up with specif-
ic recommendations. Chief of these is a
move away from the subjective ap-

economic S

point. Black fears of the effects of an
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proach of the Competition Board.

They suggest, among other things,
that to keep state intervention to a mini-
mum “substantive criteria” — ie a pure
competition test — should be used
rather than a host of other factors such
as employment.

Notification to the authorities before a
merger rather than after should be en-
couraged by limiting the aumber of af-
ter-the-fact notifications.

The McGregors also note the takeover
rule now adopted by the new stockmar-
ket watchdog Securities Regulation
Panel. This obliges all holders of be-
tween 30 percent and 50 percent of the

voting shares of a company to make an
offer for the balance. They suggest this
should be made retroactive. The book

.was published before the actual rules

were published, so their hopes have

been disappointed,

The African National Congress, ac-
cording to an “interpretation” of its pol-
icy by Professor Laurence Harris, is
concerned about conglomerates but its
concern does not stem from the lack of
competition which generates economic
efficiency,

“That argument is not the main driving
force behind the ANC’s views on con-
glomerates, for the ANC does not en-
visage market competition as the main
mechanism for allocating resources to
achieve its goals of economic and social
transformation.”
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TOWN — The outlook for
-anigmic activity in South
in 1991 remained flimsy,
~re should be some de-
. all interest rates during
1 of this year, the gover-
the Reserve Bank, Dr
itals. said here yesterday.
a media briefing, he
woiiid take some time to re-
+{uisiness confidence and to
entrepreneurs to expand
vion capacity through new
(Lol f | P
his situation, the economic
raie may turn out to be slightly
~-n the minus one percent of
- but will still be well below
-- - HI1 pﬂtEI’lti&l of the Cﬂllllt!‘j?.”
oug economic recovery would
voably follow only after some
-miseisiis had been reached on
~ new political dispensation for
= of South Africa would look
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then it would benefit the coun-
«+inme with a policy of consoli-
of preparing a sound financial
: gound and sustainable eco-
» owih in the new South Afrieca.
1inmasctic demand

als said a lower domestic de-
-= credit, a further decline in
of increase in the money sup-
surinuing increase in the net
T foreign exchange reserves
ircline in the rate of inflation
in combination, lead fo some
in all interest rates during the
year,

- final analysis, developments

---iir African economy, as dur-
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past. 10 years, would be deter-
“an’ important extent- by - de-
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CHRIS STALS: “Easing of international pressures could provide an early wind-

pressures on the South African econ-
omy may still provide an early wind-
fall, which has not been provided for in
the more pessimistic projections made
so far.”

In general, the expectations were
thai it would not be possible in 1991 to
repeat the good performances of the
balance of payments over the past few

o = :

..........

s

years. .

There were many uncertainties sur-
rounding the economic situation.

The Gulf crisis and the deteriorating
prospects for important economies
such as that of the US and the UK,
created some pessimism for the global
outiook.

Although the effect of adverse de-

declin
G 4241

S year@

velopments may be partly neutralised
by some further decline in imports, a
surplus on the current account of only
about one-half of that of last year was
now predicted.

This should, however, present no sC-
rious problem, as the net capital oul
flow for the year should also be relat:

vely small.

Credit rating

Dr Stals said the authorities wers
confident that South Africa’s credii
rating would continue to improve A~
that all the austerity measures of t:<
past six years would now begin to pay
dividends.

“South Africa succeeded, through a~
extremely difficult time in its history
in keeping good friends in most of it
world’s major money and capital mar
kets. These friends are now comin_
back to us as active lenders and inves
tors.”

The Reserve Bank had no iois:z-
liabilities at this stage — for the fir~i
time in 10 years.

South Africa’s foreign debt at ti<
end of 1990 was estimated at $7°
billion.

“In terms of international standards
South Africa is a very under-borirsw<s
country.” — Sapa.
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Rapld ec nomi'c growth needed

CAPE TOWN — Th1s year’s Budg
will see more than 40 percent of the
budget earmarked for socio-economic
expenditure, the Minister of Finance,
Barend du Plessis, said at the confer-
ence,

However, unless there was imme-
diate and rapid economic growth, the
country’s growth in unemployment
could render the country ungovernable.

“Regardless of the composition of
the government in the mid-nineties, un-

less we can now start to rapidly in-
crease our growth, it will be almost
impossible to govern this country be-
cause of the increase in unemploy-
ment.”

The removal of sanctions could play
an important part in increasing the
growth rate which, in turn, would help
the State to Spend more on communi-
ties in desperate need.

The overall effect, in terms of
growth, of trade sanctions was that

——— —

they did not significantly inhibif_South
Africa’s growth potential. G
“On the bad side, it caused a-distor-

tion in our economic performance
where we were making things we
should have bought.”

The one side of sanctions which did
inhibit growth was the fact that the
country had had to operate on a cash
basis, but this also enabled the econ-
omy to be restructured. — Sapa.
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f 'Af'i(.! director of external
_affairs Thabo Mbeki this
: week took his organisation’s
. ecopnomic policies to the
. heart of wealthy Sandton.

f

. with the heinous system of
Ry R e o T
day night to raise funds for 1 ception must be destroyed. i
the ANC'’s welfare projects, liberalism and the free He cautioned the ANC not S‘%’& he said.
e debated future economic market. to make the mistakes of We should not apply 2
" policies for South Africa alfinzfé‘;‘;ﬁdmf‘s‘;a":;ﬂ Eastern Europe. gsaeeﬁa ;g a“?hi:flle, gut ;gtz;
1 . : : 1} 0 do apo
t._ with Times Media Ltdman-  ¢yiving, health and w clfare th:hcuhuﬂjtf‘gl ww{;a‘flr'lledb Eths:: er decte woblems in SA and

95 ity director Ste hen Mul- :
AN Iﬁg‘nd, phe of ordinary people, while ¢ quble if it adopted Mr then a system might

. :%/Me_Mulholland accused personal freedoms had also  jylholland’s position. emerge.
© {i&"ANC of lacking a grasp growa. “We must make sure the Ch
“of » fundamental economics. Tl"OUb|e economy grows and, as it eaper
. "It also lacks an under- does, it must address the «phe ANC is opposed to &
itanding of how political ~jnstead, the ANC and its fundamental guestions of system that oxcludes the

power should be exercised, fellow travellers offer the poverty, gnemployment, state. The free market can-
in a civilised and construc- panacea of the state. The disparities and anything you  not address inequalities, but
tive manner,” he said. more state the less freedom can think of,’ he said. the state can.
Mr Mulholland said the and wealth. wrhe state, the private  “Jan Steyn, chairman of
ANC had lost the ideological «Umfortunately, capital- sector, families and individ-  the Independent Develop-
inst democratic  ism has been nssociated  uals have a role to play”  ment Trust,, estimates the
housing backlog to be
400 000 upits and the free
| market is unable to tackle
that on its OWR.' ¢ " .
Mr M_ulhulland' said he )
conld not believe ‘the gov-
ernment could build houses-
better than businessmen,
who would do the job
cheaper and faster. -
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last year’s, Stals" Warns

SA’s “outstanding” halance of pay-
ments performance in 1990 was un-
likely to be repeated in 1991 with the
current account surplus being
slashed to about R3bn, Reserve Bank
governor Chris Stals said on Friday.

And though he cautioned that the
lifting of sanctions would not neces-
sarﬂy lead to an immediate inflow of
foreign capital, he was notably up-
beat about the Bank’s actual and po-
tential foreign reserve position.

Speaking at a media conference in
Cape Town, he said the pl’D]E{!tEd de-
clme in the rate of expansion in world
trade and lower economic growth
rates in some of the major industrial-
ised countries might result in lower
commeodity prices and the terms of
trade might move against primary
producers.

“This should, however, present no
serious prnblem, as the net capital
outflow for the year should also be
relatively small,” he said.

Total gross commitments for debt
redemption amounts to only R4bn in
1991 and if, as in 1990, 50% of this was
rolled over, the smaller current

acount surplus could again easily ex-

ceed the net capital outflow.

He said 1990’s projected R5,5bn to
Rébn surplus on the current account
was complemented by a stemming of
capital account outflows — foreign
debt repayments.

Net outflows on the capital account
amounted to only R2,5bn in 1990. This
compared with 1989’s R4,3bn and was
the lowest since the debt standstill
was introduced in 1985.

The lifting of sanctions, he said,
was unlikely to result in a huge inflow
of funds as investors still wanted to
know what economic policies a
future government was likely to

Business Day Reporter

adopt. As a result, the main objective
remamed to reduce outflows and to
bring the net position to zero.

The gold and foreign exchange re-
serves position should improve

through the year, he said.
With reserves at “about R7bn”, SA

stil! fell short of the R16bn needed if
it was to match the internationally
acceptable standard of reserves suf-
ficient to cover three months of im-
ports. But Stals pointed out that for
the first time in ten years the Re-
serve Bank itself had no foreign debt
on its balance sheet.

As a result it could count on R3bn
being available in the form of over-
seas credit lines, lifting the Bank’s

potenti reign reserves to n.
U4 )Loans

And, I SA gained access to IMF
loans, Stals reckoned the Bank’s re-
serve potential could be increased to
between R13bn and Rl4bn.

He was hopeful SA would be able to
tap World Bank development funds.
The World Bank had recently been
granting loans to countries whose per
capita income far exceeded the
World Bank’s normal $2 000 qualify-
ing upper limit. Countries with per
capita GDPs of as much as $3 000 had
received World Bank loans and, Stals
stals SA could qualify as its per ca-
pita GDP was only $2 400.

On prospects for the year he said
“despite the improving international
economic relations, the monetary au-
thorities are determined to persist
with a policy of financial discipline.”

There should be some decline m
interest rates, he said.




Allow us to compete Openly for capital in international markets

SOUTH AFRICA does not
need - or seek - charitable
handouts from the interna-
tional community, according
to a leading  local
businessman.

Speaking yesterday at the
World Economic and Agro Forum
in Davos, Switzerland, Mr
Raymond Ackerman, chairman of
Pick 'n Pay Stores Ltd said: *‘]
must stress that 1’m not here with
a begging bowl.

““The South African economy
is eminently capable of develop-
ing its own potential if permitted
to do so. We simply ask that we
be allowed to compete openly for
investment capital, trade and de-
velopment loans in the world’s
financial markets.

Leaders

He was speaking 1o an
. audience including an array of
' world political and business lead-
ers, like Wilfred Maartens, the
Belgian Prime Mimster; Hans-
Dietrich Genscher, the German
Foreign Minister: Jan Vlielski, the
Polish Prime Minister; the
| Deputy Trade Minister of Japan;

Sir James Goldsmith, the Interna-
tional financier, and some 700

senior delegates from the IMF,
| GATT, the World Bank, and

| major international corporations.

SA needs Ir
NOl Charity@@
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Should punitive economic
measures by Europe and America
persist, a new black government
in Pretoria may inherit an econo-
my not even able to satisfy the
demands and expectations of its
own population, let alone be able
to stimulate economic activity
elsewhere in Africa, he warned.

That could have dire con-
sequences for the country, he said.
“Economic decay will almost
certainly make it impossible for an
already-fragile democracy to sur-
vive in a new South Africa, an un-
able to prevent the new multi-
party democracies elsewhere in
Africa from sliding back mto

authoritianism.

‘*South Africa’s future, there-
fore, is integrally linked with that
of Africa as a whole. Given inter-

national, economic and political
trends, it is realistic to suggest that
South Africa must become the
economic engine room of a con-
tinent which has steadily dropped
on the priority agenda of the de-
veloped world.

“Your governments and com-
panies are in a position to help ail
in Africa achieve the *‘de facto”
economic independence it so
desperately needs to legitimise its
‘““/de jure’’ political sovereignty’’,
he said.

Investment

South Africa would un-
doubtedly attract investment capi-
tal for it is seen by the internation-
al business community as being
both reliable and able to guarantee
a decent rate of retum.

Already, in fact, a number of
leading world companies in the
food industry alone have ex-
pressed direct interest in investing
in South Africa.

On the subject of sanctions, Mr
Ackerman said in the light of
President de Klerk’'s anmounce-
ments at the opening of parhament
last week, these were no longer an

[

v

issue. There can be no doubt
South Africa was speedily and ir-
reversibly on course to a new and
equitable political Elispensatiun.

““Unfortunately, these bold
political steps come at a time |
when the world economy is pre- |
cccupied with decreasing growth ’
raica and the problems of '
reconstruction in eastern Europe.
Moreover, funds available for Af-
rica are not what they were, and
European trade and investment in
Africa igon a2 downward slide.

‘““We in South Africa are ideal-
ly positioned to spearhead an eco-
Nomic recovery on our continent,
We are better placed than most to
export skills, experience and tech-
nology into Africa: in spite of
sanctions (so vigorously appiied
by northern nations) our.economic
infrastructure is still the most’
sophisticated on the continent.
The need for a strong, vibrant
economy i South Africa, there-
fore, has continental, and even in-
ternational implications.

“South Africa already trades
with almost every country in Afri-
ca - exporting products worth
some R5,6 billion last year - and
despite sanctions, trade with Afri-
can couniries increased by more

than 45 percent during the last 24
months.”’
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THERE was a sad and unintended
irony in the recent call by Arch-
bishop Desmond Tutu to an audience
at the University of the Western
Cape to throw away their clocks and
stop looking at their watches be-
cause “we’'re in Africa now”.

Tutu was s ing at a ceremony

honor

at which an ary doctorate of
law was conferred on Nelson Man-

dela, deputy president of the ANC.
U,W to mﬂwﬁww uEm organisers called
“security precautions” there was a
45-minute delay which elicited Tu-
tu’s remarks. .
Perhaps he was exercising his
well-known sense of humour in his
remarks, although it is said he de-
fends his _.M_MHE on ﬁ%m ﬁﬁwﬂm.
our at il parties. The problem
is, as a national leader and Nobel
laureate, he is taken seriously.
“African time” is a well-known
phenomenon all over the continent.
| Itis practised across the whole spec-
trum of African society, irom presi-
dents to messengers. One can say
there is a certain eccentric charm to
it. It lends an element of unpredict-
ability to affairs, as in: “Will he

Keeping time mea

come? And if he does, when will he
come?”

This disregard of time is probably
a large part of the reason that, on the
whole, this continent missed the
great economic revolution of the
past two centuries.

As a result of missing this revolu-
tion, Africa has been left mired in
backwardness, poverty, disease, high
infant mortality, low life expectan-
cy, famine, starvation and general
human misery.

The role of the n_onw. and of the®

concept of time has been pivotal in
the development of the industrial-
ised world. First, of course, was the
wheel, without which the clock
would not have been possible, with-
out which the concept of time pass-
ing constantly and systematically in
an internationally uniform manner
would also not have been possible.
And without this concept there
would have been no Indusirial Revo-
lution, none of the technological mir-
acles of the past two centuries.
Instead of an explosion of popula-
tions, living standards and freedom
of movement and association chang-
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ing the West forever, it would have
remained mired in agrarian feudal-
ism. Most men and women would
have continued to spend 90% of their
“nasty, short and brutish” lives grub-
bing for bread only.

The history of time’and the study
of timekeeping - horology — are

. Subjects worthy of Tutu’s attention.

In How the West Grew Rich, the
American economists Nathan
Rosenberg and L E Birdzell jnr con-
tend that one of “the most formid-
able technological achievements of
the high Middle Ages was the inven-
tion of the clock in the late 13th cen-
tury. The clock, with its gear train
and escapement, is important tech-
nologically because, in the pursuit of
ever more accurate timekeepers, the
clockmakers’ shops hecame the re-
search universities of Western know-
ledge of the mechanical arts, of fric-
tion, of precision metalwork, and of
the varying behaviour of metals and

LETTERS
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peratures and under different loads.”

They add, with special reference,
in my view, to the problem of keep-
ing time in Africa: “It also had a
more subtle social importance, cukti-
vating the sense of time crucial to
the organised collaboration of large
numbers of people.”

By 1750 “when the Industirial Rev-
olution was about to impose im-
mense demands on the skill and inge-
nuity of mechanical designers,
Western clockmakers had already

* brought mechanical design to an ad-

vanced state of development”.

America’s great railroad system,
which opened the hinterland to de-
velopment, could not have func-
tioned without passengers who had
clocks and railroad operators’ time-
tables by which to run the trains.

The greatest social injustice of all,
poverty, has been reduced in the
West from well above 80% to around,
perhaps, 20% over the past century
and a half. The task is not complete
in the West. But in Afriea it has not
yet begun and, in fact, living stan-
dards have fallen.

Time consciousnhess is not, of

e with events

course, alone a sufficient cause of
growth but it is, self-evidently, a
necessary one.

If our black brothers and sisters
wish to share in the creation of an
econcmically thriving SA — and
without growth there will be no jus-
tice — then they would be well ad-
vised not to follow “Tutu-time”, a
phrase now in wide use and popular
with leader writers.

Wiien next I have the pleasure of
meeting the archbishop I plan to ask
him how he would feel about a sur-

" geon who, scheduled t{o perform an

emergency procedure on one of the
Tutu children, decided to throw
away his clock “because we're in
mpw_.__nm now”, and turned up an hour
ate.

I also plan to ask him how he
wonld feel about his congregants
failing to turn up on time for his ser-
vices.

And wounid he be impressed if
those in charge of the Concorde to
New York, which he uses, also took
his advice and threw away their
clocks? But then they're not in
Africa, so I suppose he won’t object
to them being on time,

- XX T, In the interim 12 months, while a
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[ Slovo backs

TIM COHEN.........

IT WAS a pipe dream to
imagine that the process of
restructuring ramal-eco-
nomic imbalances-could be
Jeft to the.privatecsector
only, SACP general.secre-
tary Joe Sluvu saul :,rester—
| day: ~ -~
| Slovo said that in the im-
| mediate sense, his"ofgani-
| sation was not prnpnsmg to
t address "class disparities
but national dlsparitles
Therefore, whel’ empha-
sis was placed on the'role of
the state to address"these
| disparities, his orgahisation
was not posing the-simple
choice between capitalism
and socialism. < *4 ' -
Confusion over this point
had led to'a misplaced ar-
| gument which posed “the
| market” and “the plan” on
| opposite ends of the ideo-

lnfmal spectrumm\ou
rventlon

| While cuncedmg that
“the plan” 'had not worked
in socialist countnes, he
V'warned that it was impor-
tant to know what the mar-

: ket could.and could nt do.

The lan needed t e, 2:115—

'| cipline’ uf the’ market and

l

— — — —

the market, as a snmally
- servmg ,lnst1tutmn,nneeded
the conStraints:of theé: plan

Althuugh the transfnr-

| mation sought in SAiwould
require a considerable de-
gree of state intervention,
this did’ nut imply nationali-
sation,

State ‘intervention could
| take the form of fiscal poli-
cies, joint projects with the
| private Sector, state-owned
enterprises and direct state

| involvement to ensurg- pub-
| lic utilities and social”ser-
vices, |
“We all agree that with-
out growth we cannot have
redistribution. We also all
1 appreciate that for -SA’s
| black majority, ‘growth
without.the process of re-
distribution is quite an ir-
relevant statistic,” he said.

™ -
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The Governor of the Re-
serve Bank says there is

no need to prevent nomi- -

nal interest rates from
falling.:

Dr Chris Stals told the
Frankel Max Pollak Vin-
derine investment confer-
ence yesterday: “As long
as real interest rates re-

main comfortably above

inflation, the Bank sees no
need in the present eco-
nomy to go against the
trend of.the market and
prevent nominal interest
rates from declining.”

He added, however:
“The solution to SA’s eco-
nomic problems does not
lie in the creation of more
money.

“Lower interest rates
that must be supported by
a new phase of monetary
expansion will only bring
short-lived advantages.

‘“The henefit to be
derived from a temporary
decline in rates will soon
be negated again by rising
inflation, and eventually

" by the necessity of even

higher interest rates.

“The Reserve Bank isl

therefore not averse to
lower interest rates at this
stage, but remains against
a policy of deliberately
pushing down rates by the
creation of new money.”
Dr Stals said that. to
meet the requirements of
monetary policy, money

supply would have to. be .

contained within constrict-
ed guidelines to be an-

-
LY

Chris Stals ... no
need to go against the
trend

nounced shortly.

He said there was still

room for a further reduc-
tion in bank credit and
that gold and foreign ex-
change reserves must be
replenished.
_ “The continuing high in-
creases in credit extended
by institutions to the pri-
vate sector took the form
of further increases in
mortgage finance, which
rose by R2billion per
quarter in1990.

“How desirable this
type of finance might be
from a social point of
view, the fact remains
that the financing of home
ownership with bank cred-
it extension adds to the
money supply, and the
secondary effects of such
increases in M3 will be as
harmful in the fight
against inflation as any
other additions to the
money supply.”

On the balance of pay-
ments, he said that based
on preliminary data it was
estimated that a surplus
of R5,8 billion had been es-
tablished on the current
account in 1990, up from
R3,1 billion previously.

This allowed SA to
make substantial repay-
ments on its short-term
foreign borrowings and at
the end of January this .
year the outstanding -
amount of foreign liabili- |
ties amounted to only '
R42,7 billion.

Exports increased by .
16,9 percent in 1989 and
were up by a further 60
percent in 1990, the se-
venth consecutive year in
which the volume of ex-
ports increased.

Dr Stals said the esti-
mated outflow of capital
in 1990 was the smallest |
net outflow in any year |
ition of the !

p e wem  — W TR T

oy

since the impos
debt standstill in 1985.
He said more than 50 |
nt of maturing loans
were therefore extended,
rolled over or replaced by i
inflows arising from
drawings under new loais |
extended to SA borrowers.
Dr Stals said, huwever,l
while total gross gold and ,
foreign exchange reserves .
came to R11billion, this’
was only equal to an'
amount covering two
months~of ‘imports of’
goods and services. The .
adequate cover was three
months. — Sapa.
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Dr Azar Jammine of Econometrix estimates it will

take R20 to R30 billion every year over the next dec-

ade to start closing the gap in black/white living
standards. MICHAEL CHESTER reports.

under interopational as

wel]l as 1nternal
pressures, the mam focus has
turned to the political chess
tourpament between partisan
athances

Beyond the political rhetorte,
however, vital questions are
being posed that bring much of
the bluster down to earth.

How much cash will have to
be ploughed mto socio-econom-
ic programmes to brng about
the transformation to the pro-
mised land of the “New South
Africa™?

Where will 211 the funds come
from?

Who pays the bills®

How soon — especially 1n
view of the way expectations
have been pitehed 50 ugh?

The answers coming out may
not always be palatable to re-
formers in a rush.

For example, one of the first
shocks for the poliircians was
an assessment from the SA
Chamber of Business (Sacob},
which calculated the basie eosts
of remedies to racial mequities
at R52 billion.

Sacob bas cautioned that it
would be hopelessly beyond ec-
cnontic reach to provide alt the
remedies at a single stroke.

Far better, 1t has argued,
would be to face blunt econcm-
Ic realittes and seek agrectent
0n S0Cio-eConoiUC programrmes
that may need to be spread over

OW that the death knell
has tolled on apartheid,

the next 10 years to meet the
acid test of affordability.

The deeper the economic re-
searchers probe, the bigger the
problems that emerge — and
the higher the cost of solutions.

From new masses oi re-
search, Dr Azar Jammine, head
of the reputable Econometr:x
think-tank, puts the overall
eosts at R20 to R30 billion every
single year over the next decade
to start closing the gap in
black/white living standards.

It makes the R2 billion spe-
cial fund banded over to for-
mer Urban Foundation boss Jan
Steyn to launch the Independent
Development Trust last year —
with the task of setting the
wheels 13 motion toward black
upliftment — look like a drop in
the ocean.

Econometrix looks first at
black housing.

The shortage of formal hous-
mg alone stands anywhere be.
tween 800 000 and two million
— and that covers no more than
black families with incomes
large enough to cope with the
high demands of a formal bmld-
ing society mortgage.

Still to be counted are 7.4 mil-
hon black people crowded into
460 000 squatter shacks — an av-
erage of 16 to each shack

Even the provision of basie
housing structures to eliminate
shortages by the turn of the cen-
tury would cost over RS billion
a year -~ based on the provision
of 250000 modest new homnes

S
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it of Killing a

Housing shortage . .

every vear from now until the
year 2000 and aliowing for high
poepulation growth.

Next comes the acute short-
age of electric power lmes to
black homes.

A nationwide count, taking
rural as well as urban areas
into account, shows a phendm-
enal four out of every five black
households are still without
eleetricity. That 1s about 20 mil-
lion South Africans without even
an electrie light — let alone
fridge, cooker or TV set.

Based on coaventional con-
nection costs, to hink all the
households to the power gnid
would take Ri4 billion ~
R1.4 billion a year if tackled in
a 10-year programme.

Health services have also left
black families way behind.

Dr Jammne point out the
shortage of hospital beds for
black farmlies is so acute that
even if all 11 700 unused beds in
white hospitals were made

available to all population
groups 1t would hardly make a
dent in shortfall ~ though it
would cost an additional
R700 million a year just to pro-
vide the extra stafi,

The full scale of the problem
comes 1nto perspective with es-
timates showing that nfant
mortality in Soweto, at 80 to
every 1000 newborn babies, 15
no less than four times higher
than the average white rate -
and 1s even worse in rural
areas.

The astronomical cost of so-
lutions 15 one huge question
mark.

Next come the eduestion di-
sasters caused by apartheid.

Econometrix estirnates no
less than 45 percent of the black
population have not been taught
to read or write,

Among black workers in ac-
tual employment, 3¢ percent
have never been to school at
all; 36 percent never went be-

yond primary school Only 31
percent had at least sore sort
of secondary school educatton.

The shortage is put at 33 000
classrooms. If mobilised to take
in black pumls, the 74060 white
classreoms standing empty at a
recent count would cover no
more than one-fifth of total re-
quirernents,

The new studies quote Gov-
ernment estimates that spend-
g oh black education alone to
bring about hlack/white parity
would need to soar from a cur-
rent R5.4 billhon to at least
R21,7 billion.

The Human Sctences Re-
search Council caleulated that
if spending on black and winte
education had been levelled out
In 1990/91, the overall cost
would have been R37 billion.

Dr Jammine says the erisis
in education over the past 15
years has already left in its
wake what he ealls “a lost gen-
eration of young blacks”.

. The shortage of formal housing alone stands between 800 000 and two million. But still to be
counted are 7,4 million black people crowded into 460 000 squatter shacks — an average of 16 to a shack.

He refers to United Nations
research that ranked all coun-
tries with a population of more
than one millwon 1n what 1t
called 8 “human development
index”. In terms of gross dom-
estic product per capita, even
bringing white affluence into
the count, South Afriea was slot-
an as low as 48th dowm the lad-

&r

Even worse, when items such
at hiteracy and life expectancy
were added, South Africa
slumped to 62nd. The only coun-
tries rapking any lower were
the 48 other countries i Africa
and a handful of impoverished
Asran and Central American
countries

In terms of literacy, Zim-
babwe, Zambia, Tanzania, Le-
sotho and Botswana all ranked
above South Africa.

When all the factors are com-
bined, Econometrix comes to
the conclusion that the only con-
ceivable route is to spread an

£ S

action programme over the
next 10 years Even then, the
hill would be a staggering R20
to R30 billion a year — equal
to a 30 to 50 percent increase 1n
the annual national budget.

Optimists who belhieve a
magic wand may be waved to
eall a halt to unrest and ten-
sions on the sub-continent may
pont to the vast potential sav-
ings that could be made by
slashing expenditure on defence.

Also at hand may be huge
savings by the elimunation of
the duplieations and triplica-
tions of all the bureaueratic ma-
chinery that has been needed to
sustam the apariheid system.

Dr Jammine estimates all
those possihle savings at around
R8 billion — a significant figure
but nowhere near large enough
to solve budget headaches.

So where does the balance
come from?

Econometrix reckons it
would be utter disaster to shove
the onus on higher taxation,
which the ANC has listed as a
chorce target.

The magmtude of the in-
creases that would be needed
to fund the whole programme,
it feels, would cause chaos It
wotld requre a 100 percent
jump in personal income tax
eollections, or else a fiveiold
leap 1n company taxes, or else
a trebling of the general sales
tax rate.

The result, it argues, wounld
be devastating. The entire econ-
omy would ke crippled — and
the vital reservoir of skilled la-
bour would sihk at an alarmmng
rate with an explosien I emi-
gration.

Nor do the researchers see
any economic sense in urung
to the altermative of trying to
borrow 2il the cash needed to

mma—

caver a Government budget def-
icit runming at R20 to R30 billion
a year for a decade.

The astronomical interest
burden alone would nevitably
foree the Government to resort
to the printing presses to turn
out more and more rand notes
— and sooner or later plunge
the whole economy into hy-
perinflation.

Egually disastrous, argues the
research unit, would bhe tinker-
ing with nationalisation experi-
menis. On that, it believes, all
the ANC needs do 15 examine
the track record of nationalisa-
tion around the world.

Weighing all the alternatives,
Dr Jammine chooses privatisa-
tion of more state-owned assets
as the possible best route —
espectally if planned to ensure a
fair share of husiness enter-
prises goes to the black commu-
nity and to ensure an end to the
syndrome of the concentration
of too much financial power n
too few hands,

He answers eritics of the pri-
vatisation optictl in a section of
the new book “McGrepor’s Ee-
onomic Alternatives™

“Were privatisation such an
inequitable way-of improving
economic growth, why is it that
it has been adopted as a course
of action by countries the world
over? This has been the case not
only in the mdustriaimed world
but more recently in Eastern
Eurcpe and South America and
not least in many African coun-
tries north of the Zambex,

“Is South Africa really so dif-
ferent that we cannot learn
from other people’s mistakes?

“Do we really have to con-
tinue to remain out of step with
the rest of the world as we have
done over the last 40 years?" O
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Dr Azar Jarmmine of Econometrix estimates it will

take R20 to R30 blilion every year over the next dec-

ade to start closing the gap in black/white living
standards. MICHAEL CHESTER reports.

OW that the death knell

has tolled on apartheid,

under internatiopal as

well as internal

ressures, the main focus has

urped to the political chess

tournament between partisan
alliances,

Beyond the political rhetoric,
ﬁﬁqﬁmﬂﬁ uestions nﬂ..m

much o
the bluster down to mmmE.

How much cash will have to
be ploughed Into socip-econom-
ic programmes to bring about
the transformation to the pro-
mised land of the “New South
Africa™?

Where will all the funds come
from?

Who pays the billg?

How soon — especially in
view of the way expectations
have been pitched so high?

The answers coming out may
not always be palatable to re-
formers in a rush.

For example, one of the first
shocks for the politicians was
an assessment from the SA
Chamber of Business (Sacob),
which caledlated the basic costs
of remedies to racial inequities
at R52 billion.

Sacob has cautioned that it
would be hopelessly beyond ec-
onomuic to provide &Il the
remedies at a single stroke.

Far better, it bas argued,
would be to face blunt ecohom-
ic realities and seek apgreement
Ofl SOCI-ECONOMIC Progranumes
that may need to be spread over

the next 10 vears to meet the -

acid test of affordability.

The deeper the economic re-
searchers probe, the bigger the
problems that emerge — and
the higher the cost of solutions.

From new masses of re.
search, Dr Azar Jammine, head
of the reputable Econometrix
think-tank, puts the overall
costs at 20 to R30 billion every
single year gver the next decade
to start closing the gap in
black/white living standards.

It makes the R2 billion spe-
cial fund handed over to for-
mer Urban Foundation boss Jan
Steyn to launch the Independent
Development Trust last year —
with the task of setting the
wheels in motion {oward black
upliftmnent — look like a drop in
the ocean

Econometrix looks first at
black housing.

The shortage of formal kous-
ing alope stands anywhere be-
tween 800 000 and two million
- and that covers ne more than
black families with incomes
large enough to cope with the
Emmo qd

emands of a formal build-
ing soclety mortgage.
Still to be counted are 7.4 mil-

lion black people crowded into
460 000 squatter shacks — an av-
erage of 16 to each shack.

Even the proviston of basic
housing structures to eliminate
shortages by the turn of the cen-
tiry would cost over R5 billion
& yZar — based on the provision
6f 250 600 modest new homes
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Hous!ng shortage . . . The shortage of formal housing alone stands between 800 Q00 and two miliion. But still to be
counted are 7,4 million black people crowded Into 480 000 squatter shacks — an average of 16 to a shack.

every year from now until the
year 2000 and allowing for high
population growth,

Next comes the acute short-
age of electric power lines to
black homes,

A nationwide eount, taking
rural as well as urban areas
into accoumt, shows a phendm-
epal four out of every five black
households are still without
electricity. That is about 20 mil-
lion South Africans without even
an electric light — let alone
fridge, coaker or TV set.

Based on conventional con-
nection costs, to link all the
households to the power grid
would take R14 billion —
Ri4billion a year if tackled in
a 10-year programme.

Health services have also left
black families way behind.

Dr Jammine point out the
shortage of hospital beds for
black families is so acute that
even if all 11 700 unused beds in
white hospitals were made

available to 211 population
groups it would hardly make a
dent in shortfall — though it
would cost an additicnal
R700 million a year fust to pro-
vide the extra staff.

The full scale of the problem
comes into perspective with es-
timates showing that infant
mortality in Soweto, at 80 to
every 1000 newbarn babies, is
no less than four times higher
than the average white rate —
and is even worse in rural
areas,

The astronomical cost of so-
lutions is one huge question
mark.

Next come the education di-
sasters caused by apartheid.

Econometrix estimates no
less than 45 percent of the black
population have not been taught
to read or write

Among black workers in ac-
tual employment, 30 percent
have never been to school at
all; 36 percent never went be-

yond primary school. Only 31 |

percent had at least some sort
of secondary school education.

The shortage is put at 33000
classrooms. If mobilised to take
in black pupils, the 7400 white
classrooms standing empty at a
recent count would cover no
more than one-fifth of total re-
quirements,

The new studies quote Gov-
ernment estimates that spend-
ing on black eduecation alone to
bring about black/white parity
would need to soar from a cur-
rent R5.4 billion to at least
R21.7 bilion.

The Human Sciences Re-
search Council ealculated that
if spending on black and white
edocation had been levelled out
in 1990/91, the overall cost
wotld have been R37 hillion.

Dr Jammine says the crisis
in education over the past 15
years has already left in its
wake what he calls “a lost gen-
eration of young blacks”.

He refers to United Nations
research that ranked all coun-
tries with a population of more
than one million In what it
called a “human development
index”. In terms of gross dom-
estic product per capita, even
bringing white affluence inte
the connt, Sonth Africa was slot-
mmn 85 10w as 18th down the lagd-

er.

Even worse, when items such
at literacy and life expectancy
were added, South Afriea
slumped to 62nd, The only coun-
{ries ranking any lower were
the 48 other countries in Afriea
and a handful of impoverished
Asian and Central American
countries.

In terms of literacy, Zim-
babwe, Zambia, Tanzania, Le-
sotho and Botswana all ranked
above South Africa.

When all the factors are com-
bined, Econometrix comes to
the concluston that the only cop-
ceivable route is to spread an

action programme over the
next 10 years. Even then, the
bill would be a staggering R20
to R30 billion a year — equal
to a 30 to 50 percent increase in
the annual national budget.

Optimists who believe =2
magic wand may be waved to
call a halt to unrest and ten-
sfons on the sub-eontinent may
_EEﬂ to the vast potential sav-
ngs that could he made by
slashing expenditure on defence.

Also at hand may be huge
savings by the elimination of
the duplications and triplica-
tions of all the bureaveratic ma-
chinery that has been needed to

sustain the apartheid system.

Dr Jammine estimates all
those possible savings at around
A3 hilhion - a significant figure
but nowhere near large enough
to solve budget headaches.

So where does the balance
come from?

Econometrix reckons it
would be utter disaster to shove
the onus on higher taxation,
which the ANC has listed as a
choeice target.

The magnitude of the in-
creases that would be needed
to fund the whole programme,
it feels, would cause chaos. It
would require a 100 percent
jump in personal jncome tax
collections, or else a fivefold
leap in company taxes, or else
a trebling of the general sales
tax rate.

The result, it argues, would
be devastating. The entire econ-
omy would be crippled — and
the vital reservoir of skilled la-
bour would sink at an alarming
rate with an explosion in emi-
gration,

Nor do the researcllers seé
any economic sense in twrnilig
to the alternative bi trylhg 10
borrow all the ¢dsh needed to
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cover a Government budget del-
jeit running at R20 to R30 billien
a year for a decade.

The astronomical interest
burden alone would inevitably
force the Government to resort
to the printing presses to tum
out more and more rand notes
— and sooner or later plunge
the whole ecoromy into hy-

perinflation.

Equally disastrous, argues the
research unit, wotld be tinker-
ing with nationalisation experi-
ments. On that, it believes, all
the ANC needs do is examine
the track record of nationalisa-
tion around the world

Weighing all the alternatives,
Dr Jammine chooses privatisa-
tion of more state-owned assets
as the possible best route —

y if planned to ensure a
fair share of business enter-
prises goes to the black commu-
nity and {o ensure an end to the
syndrome of the concentration
of too much finanecial power in
too few hands.

He answers critics of the pri-
vatisatien option in a section of
the new book "McGregor's Ec-
onomic Alternatives™

“Were privatisation such an
inequitable way-of improving
economic growth, why is it that
it has been adopted as a course
of action by countries the world
over? This has been the case not
only in the industrialised world
but more recently in Eastern
Europe and South America and
not least in many African coun-
tries north of the Zambezi.

“Is South Africa really so dif-
ferent that we cannot learn
from other people’s mistakes? .

“Do we really have to con-
tinue to remain out of step with
the rest of the world as we have
done over the last 40 years? 0O
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CONOMIC Co-Ordination
Minister Wim de Villiers
has asked the Treasury to
stop using long-term loans
to finance consumption spending
— in other words, to slash the
deficit. According to a well-
placed source, he wants this pro-
posal implemented in next
month’s Budget. But De Villiers
has little hope of succeeding.

Finance and monetary officials
say the %nu“_wawﬂ. though laudable, is
imprac at this time.

Some of De Villiers’ other ideas
are meeting a similar response. How
relevant is De Villiers-style “supply-
side” economics o the “new SA"?

His concern about government’s
use of long-term loan finance to fund
consumption spending refiects his
H.mnnn: ation with SA’'s dismal sav-

ormance. Few would quar-

with the focus on savings. t
SA consumers slipped into the red in
the third quarter of last year for the
first time is evidence of serious
struzctural problems in the economy.

E_ﬁu overmment uses long-

term capital to finance consumption
spending, it reduces the country’s
savings and there is less available
for investment ding. The prac-
tice, known ag “ ving”, occurred
for most of the '80s. Government last
year hudgeted for “dissaving” of
about R3bn when it budgeted for
capital spending of R5bn and a defi-
cit before borrowing of R7,99bn.

But Finance Minister Barend du
Plessis justified this by saying that a
“huge” part of government spending
Is investment In human capital. Re-
definin m investment, he was empbat-
. oan finance of social spend-
Ing could not be equated with
frittering away the nation’s savings.

Social spending pressures are
even greater this year. Just to elimij-
nate the disparities between the dif-
ferent races’ pensions would cost
about R2bn, or a guarter of the pre-
sent deficit. In the current political
climate, it seemns highly Eﬁw that
De Villiers will convince Du Plessis
to embark on a course of excessive
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fiscal &wﬂ:ﬂw:bm after years of break-
es

ing the . Only four years ago,
general government dissaved to the
tune of almost R4bn. A radical turn-
around now will be difficult to justi-
fy. The deficit will %EEE be kept

at the benchmark 3% of GDP.

De Villiers’' concern with SA’s sav-
Ings performance led to his sugges-
tion to cut taxes on income from
savings, notably a withholding tax on
interest. But there is growing scepti-
cism that this will have any notice-
able effect on savings. Deputy
Finance Minister Org Marais admits
that the implementation of a with-
holding tax on interest income to
replace the individual marginal tax
rates will not have any dramatic
effect. The same goes for exempting
dividends from tax. There is no evi-
dence that individuals saved more by
investing in equities when this tax
was dropped last year. In fact, the
savings performance worsened.

“Government is sending a mes-
sage that it wants to see more sav-
Ings,” Marais says, “but realises that
there are too many otker factors in-
fluencing savings to bet on tax cuts
to do the job.”

Marais remains a m:ﬁmanﬂ.. of the
withholding tax as it is easier to
collect and there is less evasion. But

C
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expectations are that the tax will not
be implerented In this Budget.

The Enmmﬁ need to create employ-
ment in the formal sector might aiso
see key elements of De Villiers’ re-
structuring %_E. put on the back-
burner. De Villiers wants more ex-
m_.wzm of processed materials; one of

main concerns is that 88% of SA’s
exporis are in raw or semiprocessed
materials. He sees a drive towards
beneficiation as essential for sustain-
able job-creating growth.

“We are exporting our employ-
ment opportunities,” he says, argu-
w_“m that SA is not exploiting to the

the comparative advantage in-
herent in its agriculture, minerals

wnﬁ how long will it take before
the unemployment nnmbers start
falllng as a result of exporting more
processed materials? And how will
this be brought about? Reserve Bank
Governor Chris Stals shows little en-
thusiasm for the idea.

“Thinking in terms of the new SA,
the beneficiation of ore in SA and
taking it furtber down the production
line is a very -capital-intensive
operation. I think what we need in SA

in the next few years is to concen-
trate on projects that will be labour-
intensive. I am not that much con-
cerned about what we rt as long
as we can export. beneficia-
tion of ores is part of the longer-term
objective of structural change in the
economy; it would certainly be very
ood but I cannot regard it as a very
gh priority,” Stals said.

Asked about talk that De Villiers is
pushing for an official inflation tar-
get slicing two percentage points off
the rate a year, Stals did not confirm
or deny any such discussions, But he
said: “If you ask us in the Reserve
Bank to target inflation, we have
only one target — zero inflation.
Whatever the rate of inflation is, we
don't like it.”

Monetary policy, he said, was con-
ducted around one target. In SA’s
case, this was the money supply. Oth-
er variables such as interest rates,
exchange rates and the inflation rate
follow on the targets for the money
M_mw_w. He said he would regard an

ation rate of 10% and lower as
“tolerable”, but gave no time frame
to achieve this.

But while some of De Villiers’ sug-
gestions seem doomed to gather dust
on the shelf, others are being imple-
mented. He kept Eskom’s tariff in-

creases down and masterminded a

lan which will release R30bn for the

dustrial sector by restructuring
the Industrial Development Cor-
poration. These moves are in the
spirit of the new SA; they will not
encounter the same resistance as
slashing the deficit.

He would face serious political re-
sistance, however, if he wanted to
implement his belief in decentral-
jsed ﬂm%m bargaining. There has
been little recent evidence of any
serious effort on government’s part
to try and do anything about this.

Similarly, he is no longer “thinking
big” on privatisation, although he in-
sists it remains on the agenda.

How successful will De Villiers be
in changing the structure and reduc-
ing the level of import protection?
Gzovernment has just responded to
lobbying by the textile industry and
has approved higher duties on im-
po yarns to “stem any further
disruptive imports”. The lobbying
will continue, and government might
choose to “investigate” while De Vil-
liers’ free trade ideals remain on the
backburner.

While the Budget will see some of
De Villiers’ ideas on long-term strue-
tural adjustment implemented,
others — such as slashing the deficit
— will be discarded. He has been
under fire for keeping his restructur-
ing programme under wraps, but it
seems there 1S no agreement yeton a
coherent and clearly definred pack-
age of measures. Perhaps only frag-
ments will be implemented in a
piecemeal way.

=m Viiliers’ hopes for the long
term rnight be less important than
his value as a constant reminder of
financial discipline. While the claims
on the country's scarce resources are
growing apace, there is a need for a
sober voice extolling the virtues of
thrift and the vices of infiation.

Telling the Treasury to stop using
loan finance to pay for current
spending will not result in a dramati-
cally lower deficit. But it will make
it think twice about increasing the
deficit, however politically palatable
that might be during a recession and
at a time of political upheaval.



CONOMIC Co-Ordination
Minister Wim de Villiers
has asked the Treasury to
stop using long-term loans
to finance consumption spending
— in other words, to slash the
deficit. According to a well-
placed source, he wants this pro-
posal implemented in next
month’s Budget. But De Villiers
has little hope of succeeding.
Finance and monetary officials
say the mgwﬁmmr though laudable, is
impractical at this time.

Some of De Villiers’ other ideas
are meeting a similar response. How
relevant is De ,EEmwm.mmEm “supply-
side” economics to the “new SA"?

His concern about government's
use of long-term loan finance to fund
consumption spending refiects his
preoccupation with SA’s dismal sav-
ings performance. Few would quar-
rel with the focus on savings. That
SA consumers slipped into the red in
the third quarter of last year for the
first time is evidence of serious
structural problems in the economy.

Ewmu government uses long-

term capital to finance consumption
spending, it reduces the country’s
savings and there is less available
for investinent spending. The prac-
tice, known as “dissaving”, occurred
for most of the '80s. Government last
year budgeted for “dissaving” of
about R3bn when it budgeted for
capital spending of R5bn and a defi-
cit before horrowing of R7,99bn.

But Finance Minister Barend du
Plessis justified this by saying that a
“huge” part of government spending
is investiment in human capital. Re-
defining investment, he was emphat-
ic that loan finance of social spend-
mg could not be equated with
frittering away the nation’s savings.

Social spending pressures are
even greater this yvear. Just to elimi-
nate the disparities between the dif-
ferent races’ pensions would cost
about R2bn, or a quarter of the pre-
sent deficit. In the current politicail
climate, it seems highly unlikely that
De Villiers will convince Du Plessis
to embark on a course of excessive
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fiscal discipline after years of break-
ing the rules. Only four years ago,
general government dissaved to the
tune of almost R4bn. A radical turn-
around now will be difficult to justi-
fy. The deficit will probably be kept
at the benchmark 3% of GDP.,

De Villiers’ concern with SA’s sav-
ings performance led to his sugges-
tion to cut taxes on income from
savings, notably a withholding tax on
Interest. But there is growing scepti-
cism that this will have any notice-
able effect on savings. Deputy
Finance Minister Org Marais admits
that the implementation of a with-
holding tax on interest income to
replace the individuait marginal tax
rates will not have any dramatic
effect. The same goes for exempting
dividends from tax. There is no evi-
dence that individuals saved more by
Invesfing in eguities when this tax
was dropped last year. In fact, the
savings performance worsened.

“Government is sending 2 mes-
sage that it wants to see more sav-
ings,” Marais says, “but realises that
there are too many other factors in-
fluencing savings to bet on tax cuts
to do the job.”

Marais remains a supporter of the
withholding tax as it is easier to
collect and there is less evasion. But
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expectations are that the tax will not
be implemented in this Budget.

The urgent need to create employ-
ment in the formal sector might also
see key elements of De Villiers’ re-
structuring plan put on the back-
burner. De Villiers wants more ex-
ports of processed materials; one of
his main concerns is that 88% of SA’s
exports are in raw or semiprocessed
materials. He sees a drive towards
beneficiation as essential for sustain-
able job-creating growth.

“We are exporting our employ-
ment opportunities,” he says, argu-
ing that SA is not exploiting to the
full the comparative advaniage in-
herent in its agriculture, minerals
and metals,

wﬁ how long will it take before
the unemployment numbers start
falling as a result of exporting more
processed materials? And how will
this be brought about? Reserve Bank
Governor Chris Stals shows little en-
thusiasm for the idea.

“Thinking in terms of the new SA,
the beneficiation of ore in SA and
taking it further down the production
line is a very -capital-intensive
operation. I think what we need in SA

in the next few years is to concen-
trate on projects that will be Iabour-
intensive. I am not that much con-
cerned about what we rt as long
as we can export. H.cnmw beneficia-
tion of ores is part of the longer-term
objective of structural change in the
econemy; it would certainly be very
good but I cannot regard it as a very
high priority,” Stals said.

Asked about taik that De Villiers is
pushing for an official inflation tar-
get slicing two percentage points off
the rate a year, Stals did not confirm
or ama.w any such discussions. But he
said: “If you ask us in the Reserve
Bank to target inflation, we have
only one target — zero inflation.
Whatever the rate of inflation is, we
don’t like it.”

Monetary policy, he said, was con-
ducted around one target. In SA’s
case, this was the money supply. Oth-
er variables such as interest rates,
excitange rates and the infiation rate
follow on the targets for the money
_mh__.umw_w. He said he would regard an
inflation rate of 10% and lower as
“tolerable”, but gave no time frame
to achieve this.

But while some of De Villiers’ sug-
gestions seem doomed to gather dust
on the shelf, others are being imple-
mented. He kept Eskom’s tariff in-

creases down and masterminded a
plan which will release R30bn for the
industrial sector by restructuring
the Industrial Development Cor-
poration. These moves are in the
spirit of the new SA; they will not
encounter the same resistance as
slashing the deficit.

He would face serious politicai re-
sistance, however, if he wanted to
implement his belief in decentral-
ised wage bargaining. There has
been little recent evidence of any
serious effort on government’s part
o try and do anything about this.

Similarly, ke isno longer “thinking
big” on privatisation, although he in-
sists it remains on the agenda.

How successful will De Villiers be
in changing the structure and reduc-
ing the level of import protection?
Government has just responded to
lobbying by the textile industry and
has approved higher duties on im-
ported yarns to “stem any further
disruptive imports”. The lobbying
will continue, and government might
choose to “investigate” while De Vil-
liers’ free trade ideals remain on the
backburner.

While the Budget will see some of
De Villiers’ ideas on long-term strue-
tural adjustment implemented,
others — such as siashing the deficit
— will be discarded. He has been
under fire for keeping his restructur-
ing programme under wraps, but it
seems there is no agreement vet on a
coherent and clearly defined pack-
age of measures. Perhaps only frag-
ments will be implemen in a
piecemeal way.

= e Villiers’ hopes for the long
term might be less important than
his value as a constant reminder of
financial discipline. While the claims
on the country’s scarce resources are
growing apace, there is a need for a
sober voice extolling the virtues of
thrift and the vices of inflation.

Telling the Treasury to stop using
loan finance to pay for current
spending wili not result in a dramati-
cally lower deficit, But it will make
it think {wice about increasing the
deficit, however politically palatable
that might be during a recession and
at a time of political upheaval.
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Finance Minister Barend
du Plessis said yesterday
that the Government
would not re-introduce a
tax on dividends in the
forthcoming Budget.

Replying to a question
at the Frankel Max Pol-
lak Vinderine investment
conference in Johannes-
burg, Mr du Plessis said

that a tax on dividends
would “level the ®conom-
ic playing field".

The Government was
determined to remain

he was not convinced

cy

“We would look foolish
if we now reversed a de-
cision announced in the
Budget only a year ago.”

There has been strong
speculation in the finan-
cial press and among
stockbrokers that a tax
on dividends would be
brought back in the
March Budget.

Department

However, the Tax
Adivsory Committee and
his department were
looking at all the options
to bring about a level

playing field, Mr du
Plessis said.

In his keynote address
to the conference, he said
discussions on a future
economy with various
extra-parliamentary
groupings would begin
only when the negotia-
tions between the gov-
ernment and those
groupings on a future
constitution were under
way.

“However, unless we
address the question of
poverty immediately, no
future government will
be able to achieve politi-
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cal and economic stabili-
ty in this country.

“This responsibility
rests on everybody’'s
shoulders, not only the
government’s,” he said,
alluding to recent re-
marks by ANC leaders
that the party would at-
tempt to destabilise
South Africa if economic
sanctions were lifted
prematurely.

Irresponsible

Mr du Plessis said it
was irresponsible to
blame the violence in the
townships on poverty, on
the one hand, while, on

the other hand, advocat-
ing continued economiC

sanctions.

“Sanctions will not
survive as a political tool
because access to inter-
national financial mar-
kets is essential to
achieve the economic
growth rates necessary
to meet the socio-eco-
nomic needs of the coun-
try,” Mr du Plessis said.

“T don’t think sanctions
will be an issue at the
negotiating table,” he
added.

The new growth phase
in the South African
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economy would have to
be accompanied by a
shift to sustained manu-
facturing and export po-
licies.

On the other hand,
domestic events such as
the uncertainty caused
by violence, the disrup-
tion of production
through strike action, ab-
senteeism and intimida-
tion would perpetuate
the sluggish perfor-
mance of the economy.

No investor could keep
production going in the
face of such disruptive
actions, Mr du Plessis
said.
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GOVERNMENT is likely to an-
nounce a R2bn revenue overrun
for the 1989/90 fiscal year next
week when the Additional Appro-
priation is tabled in Parliament,

finance officials have indicated.
The revenue overrun is the result
mainly of fiscal drag and improved

income tax collections through the .

SITE system. Government attempted
to eliminate the effects of fiscal drag
in the 1989/90 Budget, but underesti-
mated salary and wage increases.
Higher personal income tax collec-
tions offset the less buoyant company
tax revenues.

This will be the second year in
succession that government's rev-
enue exceeds the Budget, but it is not
expected that the overrun will
finance any major transfers, as oc-
curred last year. Along with the rev-
enue overrun, finance officials indi-
cate a spending overrun of about
R1,5bn can he expected. 4

The net result will be a slightly
smaller deficit than the budgeted
R8bn and only a few hundred million
rands in the kitty.

Various options are being consid-
ered on what to do with these surplus
funds, including transferring the
amount to the next fiscal year, reduc-

R2bn OVer
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GHETA STEYN

ing the pension fund deficits or the
Treasury's forward cover debt. Given
the pressure for social spending, offi-
cials have indicated that a transfer to
the next fiscal year seemed the best
way to use the funds,

The spending overrun consists of
an additional R500m spent from a
special Ribn allocated to urbanisa-
tion after last year's Budget, as well
as a Ribn contingency also added on
after the Budget. It implies a real
increase in government expenditure
of 1% for the fiscal year instead of
the budgeted real decline. Since GDP
fell by a real 1%, this implies that
government’s stake in the economy
grew — contrary to stated policy.

Economists said the extra social
pressures on government had made
the spending overrun understand-
able, but called on government &o
avmd extra-budgetary expenditures.
Spending of the off-budget R2bn
trausfer to the Independent Develop-
ment Trust will unly come through in
this fiscal year but will not be refiec-
ted in the books. This made judging
the impact of fiscal policy on the
economy more difficult, they said.
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THE SA Chamber of Business (Sacob)
vesterday urged Reserve Bank Gov-
ernor Chris Stals to lower Bank rate
by 1% as soon as possible.

A delegation of Sacob representa-

tives met Stals for 90 minutes in Pre- -

toria yesterday where they “empha-
sised that economic conditfions now
favoured an early lowering of Bank
rate”, the chamber said.

The delegation urged that any an-
nouncement on the Bank rate cut
should be made within the next cou-

: ple of weeks.

The current economic conditions
cited included a rise in gold and
foreign exchange reserves, lower in-

'flation, a relatively stable exchange

rate and declining credit demand.
«“While the Reserve Bank should
continue to exercise monetary disci-
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pline and reduce inflation, Sacob he-
lieves that greater financial stability
in the economy now makes some re-
laxation in monetary policy possi-
ble,” a statement said.

“While Sacob recognises that a fall
in Bank rate alone would not trans-
form SA’s economic situation, it
would have a positive psychological
impact on business confidence and
would assist in reducing business
costs,” the statement said. ,

Stals has come under pressurée re-
cently in calls for a reduction in Bank
rate and he admitted at the Frankel
Max Pollak Vinderine conference in
Johannesburg on Tuesday that pres-
sures were increasing for an early
relaxation in monetary policy.

He said the Bank had great sympa-
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thy for the difficult time many-8ecr
tors of the econorny had to face,

The good news, Stals said, was thag
most of the underlying factors of der
mand and supply were now moving
rather strongly towards a situatiom
wherein lower interest rates would
become sustainable without any -
due increase in money supply. ¥

The Sacob delegation, led by dep
ty president Hennie Viljoen, also'§dma
that in order to reduce inflation&r
expectations and support roneta
policy, a further reduction in- fnédl
prices would “help to offset the ;,:Et-

s

push inflation which the SA econg

i b L

was currently experiencing”, e

A Sacob delegation would be meet-
ing Finance Minister Barend du Ples
sis in pre-Budget talks to speak about
the Budget, Parsons said. v
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DR AZAR Jammine
of Econometrix esti-
mates it will take R20
billion to R30 billion

every year over the next
decade to start closing
the gap in black/white
living standards.
MICHAEL CHESTER

reports.

L ]
NOW that the death knell
has tolled on apartheid,
under international as well
as internal pressures, the
main focus has turned to
the political chess tourna-
ment between partisan alli-
ances.

Beyond the political rheto-
ric, however, vital questions are
being posed that bring much of
the bluster down to earth.

How much cash will have to
be ploughed into socio-economic
programmes to bring about the
transformation to the promised
land of the “New South Africa™?

Where will all the funds come
from?

Who pays the bills and how
soon - especially in view of the
way expectations have been
pitched so high?

The answers comingout may
not aiways be palatable to re-
formers in a rush.

For example, one of the first
shocks for the politicians was an
assessment from the SA Cham-
ber of Business (Sacob), which
calculated the basic costs of
remedies to racial inequities at
R52 billion.

Sacob has cautioned that it
would be hopelessly beyond

economic reach to provide all the
remedies at a single stroke.

Far better, it has argued, would
be to face blunt economic realities
and seck agreement on socio-eco-
nomic programmes that may need
to be spread over the next 10 years
to meet the acid test of affordabil-
ity.

The deeper the economic re-
searchers probe, the bigger the
problems that emerge - and the
higher the cost of solutions, ,

From new masses of research,
Dr Azar Jammine, head of the repu-
table Econometrix think-tank, puts
the overall costs at R20 billion to
R30 billion every single year over
the next decade to start closing the
gap in black/white living standards.

It makes the R2 billion special
fund handed over to former Urban
Foundation boss Jan Steyn to launch
the Independent Development Trust
last year - with the task of setting the
wheels in motion towards black
upliftment - look like a drop in the
ocean,

Econometrix looks first at black
housing,

The shortage of format housing
alone stands anywhere between 800
000 and two million - and that covers
no more than black families with
incomes large enough to cope with
the high demands of a formal build-
ing society mortgage.

Still to be counted are 7,4 mil-
lion black people crowded into 460

000 squatter shacks - an average of
16 to each shack.

Even the provision of basic

housing structures to eliminate
shortages by the turn of the cen-
tury would cost over RS billiona
year - based on the provision of
250 000 modest new homes every
year from now until the year 2000
and allowing for high popula-
tion growth.

Next comes the acute short-
age of electric power lines to
black homes,

A nationwide count, taking
rural as well as urban areas into
account, shows a phenomenal
four out of every five black
househoids are still without elec-
tricity. That is about 20 million
South Africans without even an
electric light - let alone fridge,
cooker or TV set.

Based on conventional con-
nection costs, to link all the
households to the power grid
would take R14 billion - R1,4
billion a year if tackled ina 10-
year programine.

Health services have also left
black families way behind.

Jammine point out the short-
age of hospital beds for black
families is so acute that even if
all 11 700 unused beds in white
hospitals were made available to
all population groups it would
hardly make a dent in shortfall -
though it would cost an addi.
tional R700 million a year just to
provide the extra staff.

The full scale of the problem
comes into perspective with esti-
mates showing that infant mor-
tality in Soweto, at 80 1o every
1000 newborn babies, is no less
than four times higher than the
average white rate - and is even
worse in rural areas.

The astronomical cost of so-
lutions is one huge question mark.

Next come the education disas-
ters caused by apartheid,

Econometrix estimates no less
than 45 percent of the black popula-
tion have not been taught to read or
write.

Among black workers in actual
employment, 30 percent have never
been to school at all while 36 per-
cent never went beyond primary
school. Only 31 percent had at least
some sort of secondary school edu-
cation.

The shortage is put at 33 000
classrooms. If mobilised to take in
black pupils, the 7400 white class-
rooms standing empty at a recent
count would cover no more than
one-fifth of total requirements.

The new studies quote Govern-
ment estimates that spending on
black education alone to bring about
black/white parity would need to
soar from a current R5,4 billionto at
least R21,7 billion.

The Human Sciences Research
Council calculated that if spending
on black and white education had
been levelled out in 1990/91, the
overall cost would have been R37
billion.

. Jammine says the crisis in edu-
cation over the past 15 years has al-
ready left in its wake what he calls
“alost generation of young blacks”.

In terms of gross domestic prod-
uct per capita, even bringing white
affluence into the count, South
Africa was slotted as low as 48th
down the ladder.

Even worse, when items such at
literacy and life expectancy were
added, South Africa slumped to
62nd. The only countries ranking
any lower were the 48 other coun-
tries in Africa and a handful of
impoverished Asian and Central
American countries.




US ‘Ambassador William Swing looks
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OST of the current pub-
lic debate in South Afri-
ca focuses on a new con-
stitution. Important as
the constitutional negotiations are
fo a new future, there are two
other areas which will — in my

view — significantly determine

whether democracy can be built
in South Africa, given the valu-
able years apartheid has squan-,
dered. ,

These are; the issue of the shape
of a future economy; and whether
or not a democratic ethos can he
created to support a new social
contract.

Given the economic recession,
any optimism, of couirse, is not un-
qualified.

r

Although apartheid may be-

withering away, its heritage wiil
unfortunately be felt for a long
time to come: five percent of

South Africans (nearly all white) ¢

own 88 percent of the total wealth;
seven million South Africans live
in sub-standard housing; function-

al illiteracy among blacks tops 60
percent, up to six million %E_S
Africans of all races are unem-
ployed or underemployed.

While these statistics document
an absence of justice in this coun-
try’s economy, they also illustrate
a lack of growth.

The stagnation in South Africa’s
economy results from a history of
structural problems, including an
absence of skilled labour; high tax
rates to pay for apartheid’s over-
head costs; a concentration of eco-
nomic power in large conglomer-
ates and the Government; an over-
reliance on a protectionist trade
policy; and financial sanctions.

In sum, the root cause of South

Africa’s low economic growth has

‘been the creation of artifieial

structures to maintain apartheid
and the failure to incorporate up
to 80 percent of the population
fully into the economy. ;

The challenge now is how'to en- *

courage both equity and growth in

South Africa’s economy. Fortuna-

.‘.
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tely, there appears to be a new
flexibility among the participants
in the economic debate, so that
discussion is moving away from
the “capitalisation versus nation-
alisation” confrontation and is be-
ginning to focus on the exercise of
economic power by the Govern-
ment, private sector and labour in
the post-apartheid economy.

Government, business and the
political opposition are finally
talking to eachtother about the
needs of a post-apartheid society
and the resources available to
meet those needs, without the
ideological baggage of the past.

This discussion is of crucial im-
portance because a successful fu-
ture economic policy requires
maintaining a bhalance between
commitment and resources.

It is becoming obvious that the
primary economic resources for
the new South Africa will have to

‘come-from‘within, for a while at

R L
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least.
South Africa will no doubt bene-
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fit from a post-apartheid dividend,
as it eliminates repetitive social
systems, reduces spending on de-
fence and security and saves the
costs of circumventing sanctions.

The opportunities will be there.
The huge pent-up demand for
housing, education and hospitals,
for example, offers enormous po-
tential for private and public en-
terprise in the country — with one
important condition: the future
prosperity of South Africa will
come not from the exploitation of
black labour, but from the fulfil-
ment of black needs.

There will inevitably be costs,
some say as high as $15 billion, in
new investment in social needs
each year for the forseeable fu-
ture. Inflation is likely to increase
during a post-apartheid period,
foreign debt will be built up and
standards of living for some will
decline. Many ask the question:
“Can South Africa afford to make
these investments in a new eco-
nomic order?”

cial

The .more penetrating question
is perhaps: “Can South Africa af-
ford not to?™ - -

Peaceful negotiatiofis fequire
stability and one thing South Afri
ca certainly cannot afford is to
allow political violence to over-
whelm the culture of dialogue.

Each year the United States
honours the memory of one of its
most celebrated citizens, Dr Mar-
tin Luther King, Jr, with a nation-
al holiday. Dr King argued that
political violence “is both imprac-
tical and immoral”.

“It is impractical because it is a
descending spiral ending in de-
struction for all ... immoral be-
cause it thrives on hatred rather
than love. It destroys community
and makes brotherhood impossi-
ble. It leaves society in monologue
rather than dialogue.”

The culture of dialogue, the cul-
ture of tolerance, must be ‘estab-
lished and maintained above'all in
South Africa, for only when differ-
ences of political opinion are al-

i

-

lowed, only when it is accepted
that people of goodwill may dis-

Americans thus urge .m&
_H“MM still outside the negotiating
process to join in. ﬂ@mﬁmmqmﬁ?wz.
proposals for South’-Africa’s #ﬂ
ture, we encourage ‘them to see
their objectives ?acmmw the H_Ew
cess of dialogue and wcrﬂnmﬁ
change, so South ﬁﬁnm Emmw
“profit from the wisdom of the

th m.uu. ._,

WH._%EMH.H a shortened version of mur
article published in the Sout
African magazine, Tribute. U

agree, can a society prosper.

Dr -King believed it crucial to
Know the other’s point of view, for
then “if we are mature, we may
learn and grow and profit from
the wisdom of the brothers who
are called the opposition”.

One way of encouraging the cul-
iure of datlogue is by supporting
broadly inclusive negotiations
which incorporate all elements of
the political spectrum in South
Africa. -
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Sacob urges \\\ )

Stals to make™"
Bank Rate cut
Finance Staff LAW\\S\'\‘\“\\

The SA Chamber of Business
(Sacob) has asked Reserve Bank
Governor Dr Chris Stals to re-
duce Bank Rate by one percent,
as soon as possibie. ‘
Sacob said yesterday that a:
delegation;led by deputy presi-
dent Hennie Viljoen, had told Dr
Stals in Pretoria that economic
conditions now favoured an early:
lowering of Bank Rate. ‘.
. While the Reserve Bank should
continue exercising monetary dis-
cipline and reduce inflation,
Sacob said that greater financial
stability made some relaxation in
monetary policy possible.

YA further reduection in fuel
prices over' the next few weeks
will alsoihelp to offset the cost-
push inflation, which the econ-
omy is currently experiencing,”
it said. '
Sacob recognised that a fall
in Bank Rate alone would not
transform the economic situation,
. but it would have a positive psy-
" chological impact on business

confidence and would assist in re-
. ducing business costs.

-—r
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‘“‘Economically we stand for a-planned econ-
omy and the most equitable distribution of
wealth,’’ said late founder of the Pan Africanist

Congress Robert Mangaliso Sobukwe.

“I have sald that to me, at least, the slogan ‘equal
nppurtumtles is meaningless if it does not take equality
of income as the springboard from which all will take
off,”” he continued.

Sobukwe’s words feature prominently m this draft
economic paper. Sy ,,.Qﬂ-ﬂm L J L

- They are very encouraging inde en considering
that any liberation movement, after gaining political
power, cannot ignore the sources of economic power - 2
r.lessugz which most African states ignored before and

after ‘obtaining independence from their colonial rulers.

= ‘“Th:s book prnwcles irrefutagble proof that the PAC
is"the nrgamsatmn “that strives to ensure, that the people
~ of this land EH_]D}' the nches ofitheir country,’’ says-the

- ,....l.rl-ri"
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AN, Atricanist's'View:of Economic Emancipation - A
“Draff Paper. By SIPHO SHABALALA (Published

by _Skotaville).

Reviewed by JOSHUA
HABGROKO :

late PAC premdent Mr Zephania Mothopeng in the
foreword. :

‘It wants the dignity of the African to be restured'to
hlmfhe.r." e
: 'I‘he*bnuk is recnmmended to Africanists and rth::ns»:a
who -dre interested 'in the PAC’s outlook for a~fature

economy;in libgrated Azania. The movement’s puhcy
has beeir ﬂ;pl:ﬂﬂl}r spelt out here.
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By Musa Ndwandwe

H

EMINENT national and overseas
academics will participate in a his-
toric workshop on “Budgeting for
Redistribution” to be held in Cape
Town later this month.

Economists from the United States,
Europe and Africa will meet with South
African economic experts in a work-
shop jointly organised by the Univer-
sity of the Western Cape’s Economic
Policy Research Project and the Uni-
versity of Cape Town'’s South' African
Labour and Development Research

Union.

e —————

The African National Congress and
the Congress of South African Trade
Unions will also send representatives.

The workshop will be officially

opened by UWC’s rector, Professor

Jakes Gerwel. :

' i Y

L]
F

Workshop coordinator meess-':rr'Liéﬁ' |

Loots, said the closed sessions from
February 24 to 7% and March 1, will

deal with the detailed mechanisms of

the various redistribution policies of

which the overseas economists had
experience. @ @
Open sessi the workshop, to be

held at UCT, will focus on specific ar-
eas where redistribution of wealth 15
needed in the country. Means of achiev-

ing this will be discussed.
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SA MAY be on the voad:to récovery with
gross domestic product (GDF) shrinking by

only 0,3% in the sourth quarter of 1990, the
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Manufacturing production grew by 2,3%
in the fourth quarter, after three quarters
of recession and compared with the second
quarter’s 4% fall. Good exports, with large
armament exports, in the fourth quarter
could have contributed to this rise, said
Bankorp chief economist Nick Barnardt.

The hardest hit sector of the economy
during 1990, the primary sector, continued
to suffer in the fourth quarter.

Once again bad agricultural conditions
dragged agricuitural production down, but
the fourth quarter decline of 7,1% was up
srom the 38,7% slide in the third quarter.

Mining production remained in reces-
sion declining by 1,5% compared with the
6,3% rise in the third quarter.

But there could be some respite this year
with mining production improving in line
with higher commodity prices, said Ned-
cor chief economist Edward Osborn.

He said positive political developments,
the likely removal of sanctions and lower
inflation prospects had improved the out-
look for domestic growth in 1991.
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lowest decline in five quarters of recession,
preliminary figures which were released

yesterday show.
Total GDP for the fourth guarter was

R132bn at constant 1985 prices, compared

i} o with the third quarter's R132,1bn.

Widespread expectations for 1990
growth were realised, with GDP declining
at market prices for the year.

Non-agricultural production still
showed no signs of entering a recession,
growing by 0,2% at factor cost from the
third quarter (seasonally adjusted and
annualised), Central Statistical Service
(CSS) figures showed.

Flat growth characterised this sector
which declined in only one quarter during
the current recession, down 2,1% in the
second quarter of 1990.

] To Page 2

Q\’\) [J From Page 1
«gubstantial upward revisions of the
GDP figures during 1990 suggest that the
recession was not as deep as originally

thought,” he said.

Third quarter contraction was revised
up to -1,5% from the original -2,1%.

The fourth quarter figures show a
degree of recovery and “if agricultural
conditions improve during 1991 there is a
distinet possibility of an improvement in
GDP this year, possibly to a modest 1%”,
Oshorn said.

Recent financial and political develop-
ments would take some time to buoy the
real economy, Barnardt said.

A cut in prime rate, which seemed close
at hand, would also stimulate the economy
in the year ahead. :

Financial markets are expecting a 1%
drop in prime within days after Reserve
Bank Governer Chris Stals’s recent state-
ment that he will let market interest rates,
where a downside bias has already been
established, pre-empt an interest rate cut.

b |




"'i" 1"""_."'1.""“"" L oy

Qv AV

By Sven Lunsche

Economic growth fell for
the fifth consecutive quarter
in the last three months of
1990, but the moderate
tempo of the slowdown has

surprised most economists.

Figures released by Central
Statistical Services yesterday
show that real Gross Domestic
Product (GDP) at 1985 prices de-
clined by only 0,3 percent in the
December quarter, considerably
less than the falls recorded in the
previous four quarters.

GDP drnpped by 1,5 percent in
the September quarter by
0,8 percent in the June quarter
and by 14 percent in the first
three months of 1990

GDP for the year as a whole
decreased by 0,9 percent, com-
pared with positive growth rates
of 2,1 percent in 1989 and 4,1 per-
cent in 1988.

The Reserve Bank’s chief econ-
omist Dr Jaap Meier said yester-
day he was surprised that the
economy was not cooling down
faster, given the political uncer-
tainties, the stringent monetary
policies and the fact that sanc-
tions were only now beginning to
unwind,

He ascribed the better-than
pected performance to the tre-
mendous growth in exports and
to the continued resilience of pri-
vate spending.

Merchandise exports, boosted

M L "1'--1,.

Some i

g?prov

on economic

-+ a N - "
Fl e 3“L"r“ ’. R T Ak ""
4

percent

i o T
ferpilr A : - A * “ad st 2o ":.IJ:"T"IF:f'; L . "llrl
Ir T’

ement
front

Quarterly GDP growth — 1985 prices

in the main by higher manufac-
turing exports, rose by almost
eight percent, despite a four per-
cent fall in net gold receipts.

Private spending is expected to
have risen for the fifth year in
succession in 1990, but with the
rate slowing from 2,4 percent in
1989 to just under one percent
last year.

Mike Brown, economist at
Frankel Max Pollak Vinderine,
estimated in a recent publication
that private spending could rise a
further 05 percent this year, de-
spite pruspects of only a limited
drop in interest rates.

This would benefit manufactur-
ing in particular, the sector
which, at 2,3 percent, recorded
the strongest growth in the fourth

quarter of last year and even
boosted capacity utilisation over
the three months,

The strong showing by manu-
facturers lifted real GDP growth
by the non-agricultural sector to

0,2 percent in the fourth quarter,

compared with a decline of
1,5 percent in mining and a fall of
7.1 percent in agriculture.

Production in the the second-
ary sector rose by 1,6 percent,
while the contribution of tertiary
industries fell by an insignificant
0,1 percent,

For the year as a whole out-
put by agrmulture plunged
9,4 percent, while mining and the
manufaﬂturmg recnrded declines
41.1f 1,6 and 24 percent respective-
y.
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CAPITAL EXPENDITURE 41
GROWING DOWN’/%,/,

The collapse of capital formation was largely
responsible for poor economic growth in the
Eighties, says Nedbank chief economist Ed-
ward Osborn.

“What people don’t realise,” adds Osborn,
“is that there is a very direct linkage between
capital formation activity and the overall
state of the economy. An important element
of total manufacturing is directly involved in
the process of capital formation, such as
basic steel, steel fabricating, steel engineer-
ing and the building and construction indus-
try as a whole. With the fall in capital

FINANGCIAL MAIL » FEBRUARY » 15+ 199] = 41
Cesn il i
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formation, these industries’ contribution to financial stringency.” .
SUMMING UP

ecgqum(:}cD:;Ftlvity declined, which is reflec- In the private sector new capital formation
ted in growth, “apart from some important developments in

“Another aspect, of course, i1s the implica- : Lt : 1l
tion of lower l+t:.’*:.a1:|iwtal formation for flliture % growth :lsail:luflalgt;::lgga?dﬂ;a;f itl?guft;gyht::;; Scl;:l}:
growth in termeﬂf Increased capacity of the J0-7% 15| | fined to commercial building and the mining
¢conomy to periorm. Private consumption ........... ' . ‘ . .

Ther: is tlI:us a long-term economic loss Government consumption ... 5,110 4,034 industry, mainly coal and platinum. The
when th is a fail E f fized i o Gross capital formation ...... 3,468 0,111 ﬂﬂpltﬂ! spending that took place in the manu-
4 enthereis a fallure of lixed investment In | | Exports of goods & services ..~ 2,480 1,706 facturing sector was broadly restricted to
the economy. Imports of goods & services .. —0,339 1,846 replacement and renewal of plant.”

Growth in expenditure on plant, machin- . Source: Nedbank He attributes this indifferent performance

ery and equipment, transport vehicles and
building and construction, fell from 3,5% a
year in the Seventies to 0,1% in the Eighties,
Osborn writes in the latest edition of the
bank’s Guide to the Economy.

The decline was “most evident in the pub-

lic sector” because of a2 combination of
downward revised forecasts of demand for
the services of public utilities, previous ex-
cessive levels of expenditure and growing

A

to “political uncertainty, a generai lack of
confidence about the future, the disinvest-
ment episode, the drying up of foreign cap-
ital in the sphere of direct investment and a
contraction of real profitability, masked by
inflation.” a




—R20-billion a ye
to close living sta

OW that the death knell has tolled

on apartheid, under international
as well as internal pressures, the main
focus has turned to the political chess
tournament between partisan
alliances.

Beyond the po-

litical rhetoric,l DT
however, vital DWEI.GPMEHT
questions are be-

ing posed that
bring much of the bhluster down to
earth.

How much cash will have to be
ploughed into socio-economic pro-
grammes to bring about the transfor-
mation to the promised land of the
“New South Africa”?

Where will all the funds come from?
Who pays the bills? How soon — espe-
cially in view of the way expectations
have been pitched so high?

The answers coming out may not ai-

ways be palatable to reformers in a
rush.

For example, one of the first shocks
for the politicians was an assessment
from the SA Chamber of Business (Sa-
cob), which calculated the basic costs
of remedies to racial inequities at R52-

billion.
Affordability

Sacob has cautioned that it would be
hopelessly beyond economic reach to
provide all the remedies at a single
stroke.

Far better, it has argued, would be
to face blunt economic realities and
seek agreement on socio-economic
programmes that may need to be
spread over the next 10 years to meet
the acid test of affordability.

The deeper the economic research-
ers probe, the bigger the probiems that
emerge - and the higher the cost of
solutions.

From new masses of research, Dr
Azar Jammine, head of the reputable
Econometrix think-tank, puts the over-
all costs at R20 {s R30-billion every
single year over the next decade to
start closing the gap in black/white
living standards.

It makes the R2-biilion spécial fund
handed over to former Urban Founda-
tion boss Jan Steyn to launch the Inde-
pendent Development Trust last year
— with the task of setting the wheels
in motion toward black upliftment —
look like a drop in the ocean.

Econometrix looks first at biack
housing.

The shortage of formal housing
alone stands anywhere between 800 000
and two million — and that covers no
more than black families with incomes
large enough to cope with the high de-

Dr Azar Jammine of Econometrix estimates

ar
¢

take R20 is R30-billion

every year over the next decade to start closing the gap in black/white
living standards. MICHAEL CHESTER reports from Johannesburg.

mands of a formal building society
mortgage.

Still to be counted are 7,4-million
black people crowded into 460 000

squatter shacks — an average of 16 to
each shack.

Even the provision of basic housing
structures to eliminate shortages by
the turn of the century woulid cost over
R5-billion a year — based on the pro-
vision of 250 000 modest new homes
every year from now until the year
2000 and allowing for high population
growth. :

Next comes the acute shortage of
electric power lines to black homes.

A nationwide count, taking rural as
well as urban areas into account,
shows a phenomenal four out of every
five black households are still without
electricity. That is about 20-million
South Africans without even an elec-

tric light — let alone fridge, cooker or
TV set.

Based on conventional connection
costs, to link all the households to the
power grid would take Rl4-billion —
R1,4-billion a year if tackled in a 10-
year programme.,

Health services have aiso left black
families way behind.

Dr Jammine point out the shortage
of hospital beds for black families is so
acute that even if all 11 700 unused
beds in white hospitals were made
available to all population groups it
would hardly make a dent in shortfall
— though it would cost an additional
R700-million a year just to provide the
extra staff.

The full scale of the problem comes
into perspective with estimates show-
ing that infant mortality in Soweto, at
80 to every 1 000 newborn babies, is no
less than four times higher than the
average white rate — and is even
worse in rural areas.

The astronomical cost of solutions is
one huge question mark.

Next come the education disasters
caused by apartheid.

Econometrix estimates no less than
45 percent of the black population
have not been taught to read or write.

Among black workers in actual em-
ployment, 30 percent have never been
to school at all 36 percent never went
beyond primary school. Only 31 per-
cent had at least some sort of secorid-
ary school education.

The shortage is put at 33 000 class-
rooms. If mobilised to take in black

iyl

pupils, the 7 400 white classrooms
standing empty at a recent count
would cover no more than one-fifth of
total requirements,

The new studies quote government
estimates that spending on black edu-
cation alone to bring about black-
/white parity would need to soar from
%' ﬁl_lrrent R5,4-billion to at least R21,7

illion.

The Human Sciences Research
Council calculated that if spending on
black and white education had been
levetled out in 1990/91, the overall cost
would have been R37-hillion.

Dr Jammine says the crisis in edu-
cation over the past 15 years has al-
ready left in its wake what he calls “a
lost generation of young blacks”.

He refers to United Nations re-
search that ranked all countries with a
population of more than one million in
what it called a “human development
index”. In terms of gross domestic
product per capita, even bringing
white affluence into the count, South

Africa was slotted as low as 48th down
the ladder.

Staggering
Even worse, when items such at lit-
eracy and life expectancy were added,
South Africa slumped to 62nd. The only
countries ranking any lower were the
48 other countries in Africa and a

handful of impoverished Asian and
Central American countries.

In terms of literacy, Zimbabwe,
Zambia, Tanzania, Lesotho and Bo-
tswana all ranked above South Africa.

When ail the factors are combined,
Econometrix comes to the conclusion
that the only conceivable route is to
spread an action programme over the
next 10 years. Even then, the bill
would be a staggering R20 to R30 bil-
lion a year - equal to a 30 to 50 percent
increase in the annual national budget.

Optimists who believe a magic wand
may be waved to call a hait to unrest
and tensions on the sub-continent may
point to the vast potential savings that
could be made by slashing expenditure
on defence.

Also at hand may be huge savings
by the elimination of the duplications
and triplications of all the bureaucrat-
ic machinery that has been needed to
sustain the apartheid system.

Dr Jammine estimates all those pos-
sible savings at around R8 billion — a
significant figure but nowhere near

large enough to solve budget
headaches.




| Govt wants. extra
R2,8bn in Budget
. SAHLY e L PN grpryTon S ‘S
18 1%]}::41:[:: LESLEY LAMBERT \L49), .
- CAPE:TOWN — Finance Minister Barend
du-Plessis has asked - Parliament-for .an
| extra R2,8bn for the administration.of gov-,
| ernment during the current financial year.
This is 4% more than the bl'}_idgej:edr )
l expenditure of R71,9bn. Y

.The additional requirement does, how-
‘ever,iificlude. the' contingency 'réserves of
Rilbn announced in' last year’s Budget
speech and another Rlbn announced later
in the:year by President F W de-Klerk for
an increase in police'salaries. ' ..\
If .Parliament.. approves .the,.amount,
- total government spending during the
1990/91 financial year will be R74,7bn.
Breakdowns provided by the Govern-
"ment departments of their extra spending
needs show efforts have beelt made to cut
administrative costs,, ~ « %+
DP Finance spokesmen Ken/Andrew ar- .
gues although many of the extra require-
ments are for ‘socioeconomic ‘upliftment,
.:the:4 7 0verrun showsigovernment:spand..
‘|- ing, is-not' diseiplined-enough; ey, -
The'biggest.item in'the revised expendi-
L] To Page 2 !
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Budget AL

ture is the allecation of R579.2m for in-
creases in the salaries of police and nurses
and the removal of disparities between the
salaries of male and femaje teachers.

The Department of Planning and Pro-
vincial Affairs’s Urban development and
black housing aid programme has asked
for an additional R137,3m for the purchase
of land and the provision of services,

And a further R2174m has beep
requested by the Department of Education
and Training for pre-primary, primary
and secondary education.

The Trade and Industry Department’s
additional requirements are R50,9m for its
foreign trade relations and export promo-
tion programme and R51m for a separate
export trade promotion scheme which pro-
vides financial aid for exporters,

An extra R2,2m regquested in a separate

privatisation vote makes provision for the
continuation of programmes and is attri-
buted largely to the appointment of addi-
tional advisers and consultants to carry
out special investigations. Sy

The largest item in the revised privati-
sation Budget is a R2m fee for a probe into
the most efficient structure for SAA in a
deregulated airways market. *

Provision is also made for an R80 000
consuttancy fee for an investigation into
privatisation and deregulation at local
government level, while an additional
amount of R81000 will be paid to Pim
Goldby consultants for a valuation of the
state’s interest in Sasol ITI, The breakdown
of the expenditure also includes a R19 000
fee paid to Finansbank for the manage-

ment of the Iscor privatisation. -
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CAPE TOWN — Finance Minister
Barend du Plessis confirmed yester-
day that government had been selling
off stockpiles of strategic resources to
raise funds for socio-economic devel-

opment programm

es.
It could not be confirmed that the re-
sources included oil, nor how much money

had been raised.

Du Plessis told Parliament yesterday
the R319,4m spent on land purchases for
black urbanisation and predominantly

Strategic stockpiles being-re
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made during the year on this front.

Du Plessis-said of the Rlbn in ésocial
spending envisaged in his Budget gpeech as
coming from privatisation only R318,4m
had been spent. The remaining RG80,6m
would nevertheless be included in the Ad-
ditional Appropriation for 1951 /92, should
such expenditure take place in the next
financial year. * .

He indicated that the Rlbn was intended
for the elimination of backlogs in educa-

black education came from the National  tion and for land purchase for urbanisa-

Supplies Procurement Fund.

tion. State debt, already amounting to

“t has been possible to utilise ... funds  more than the defence allocation in the
accumulaied by the National Supplies Pro-  Budget, had increased more than expected

curement Fund, chiefly in consequence of

the reduction of strategic stockpiles.

as a result of open market operations.
He said spending from the Contingency

“Tte oasing of international attitudes  Reserve had been exceeded by R479,lm. Of
towards SA has already rediced the pres-  ¢his R418m was for servicing p“b'[ig debt.

sure on such stockpiling.”

«“Which in turn derives largely:from the

When asked for clarity, Du Plessis re- e . ol
ferred the questions to Trade and Industry ;lu:;;nuglég nfr ﬁ?;?;ﬁ:ﬁ%m#iﬁ
Minister Kent Durr, who said; “Thereisno  gypport from the Treasury whereby; more
longer'a need for many of the strategic  gtate paper is issued than is neéded to
items and provisions and we are judicious- finance tl!,? deficit before hurfﬁyiing",”_ he

ly paring strategic stockpiles down e

said. Moré\particulars would be given in

Diirr:then said he was refgr;in% toonly.  the Budget spaech on March, 20,44, o o et

. noriojteTts; “Oil s "the Yespons

bility of *  Hé gaid the higher debt serviting costs

Mingrali and, ‘Energy. Affairs,: Minjster  could-also be attribiited to certain inves-

Dawie de Villiers?, Ds
reachedfor commient last night.

w5 DeVillierdcouldnot b€ org opting for the highest possible returns,

through investment in short term’bills car-

It was® originally inténded that soclo-  yying a higher interest rate than govern-

economic spg’xiﬁjngf would be financed  ment stock.
through p ;vatishﬁun, but no progress was CiTo Page 2
1' —
lgsources sold " - (u4) or —
Plessi . . rom Pa ,
Cs518 sald that of the extra R2,8bn He said ge 1

passed by Parliament ]
_ yesterda
estimated that surrenders by dEpgr;li?:n:latg

would reach R250m.

He said it was a striet law that all

gsfartelgﬁnts surrender funds budgeted but
: dl‘.:: . “There will be no spending spree
ygar fgrut;gel::;s t?lt the end of the financial
_ eir budgets,” he said
kefe 3;13_ government had worked izlrd to
- tlf: o Ipline and had this not happened
spendmgeﬂ:me?ltsr the R479,1m excess
e ave been as high as
Although the increased '
Contingen
v, o gond rsson, o o
; Xes wWo im-
posed nor would additional luansulbi f:mlfa.

revenue collections j ted’
that already at this stage suf?isuieulllijfc:ntﬁg

would be available to finance the Contin

gency Reserv
- R‘{?B,lm, e of R2bn and the overshoot'

? I

DP finance spokesm

‘ an Ken An a1
tt]i:?st iﬁ?l?tlis;ut:le gardstic_k set by ﬁi;egéa;ig
this Addi ppropriation represented.
“The 1980/91 Bud ot
get has bee '

Foj; Fta:i,albn or 4% — the worst p:r?:rmadempezg
o east three years, and not a good -
spenﬁ ::Ea time when pressures to ovér-
phend 2 gong to be greater than ever,”!
He said Dut Plessis h e
ad set hims :

sg;z:l of greater discipline and Cﬂlltr:llf oed
e spending and in this he had failne‘;ler :




Ken Andrew . . . overspending
not a good omen.

1 . bureaucracies along with
-apartheid laws.

.ﬂ

i
The Government -has been
criticised for overspending
this year’s Budget by
R2,8 billion and failing to
cut “bloated” apartheid

-

Departing from his party’s
support of the Budget last year,
the new Democratic Party fi-
nance spokesman, Ken Andrew,
tore into Finance Minister
Barend du Plessis when he pre-
sented his Additional Budget to
Parliament yesterday.

Mr du Plessis denied the
charge and said the Govern-
ment had in fact saved

_,,,m._._h?_ﬂ._w

izis - - .

k

e

R1 billion in the Budget by cut- :

ting unnecessary ‘costs and re- .
allocating funds. .

Mr Andrew said the DP could
not support the Additional Bud-
get as the Government had
overspent by R28billion, or
4 percent — “the worst perfor-
mance for three years and not a
good omen at a time when
pressures to overspend  are
going to be greater than ever”,

Mr du Plessis, in his Budget
speech last year, had set him-
self the goals of greater disci-
pline and control of State
spending, Mr Andrew said.

This he had failed to do. Mr
du Plessis had also promised
that the R2 billion contingency
reserves would be used only for
real emergencies and would not
be exceeded.
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v, “He wa

Fl

counts. Besides set-offs against
privatisation income of

.R319 million, the R2 billion con-
" tingency reserve has been ex-

ceeded by R479 million.”

Government spending had ex-
ceeded last year’s spending by
14,7 percent — an increase in
real terms.

“Are the :bloated apartheid
bureaucracies being scrapped
with apartheid itself? I doubt it.

“When influx conirol was
scrapped, what happened to the
tens of thousands of officials
employed to administer the
pass laws?

“Where they retrenched? I
know that some were employed
by the Department of Educa-
tion and Training as sports offi-
cers, but what happened to the

L

*

—W@
rong on Do rest? South Africans would wel-

come an assurance from the
Minister that the public service
shrunk when the pass laws were

: repealed and that it will shrink

when Group Areas and the Pop-
ulation Registration Act go.”

Mr du Plessis rejected this
criticism and said that in effect
only R61million of the Addi-
tional Budget could be de-
scribed as overspending.

Some R2 billion of it had been
foreseen and provided for with
contingency reserves during the
first three months of the finan-
cial year, which brought the po-

. tential spending for 1990/91 to

R74,932 billion.

These had been used for secu-
rity services and for black edu-
cation and housing.

The extra money for socio-ec-

onomic spending had been in-
tended to come from privatisa-
tion proceeds but as there had
been none, R319,4 million had
been financed instead from the
selling of National Supplies
wﬁnﬁmﬁwﬁ Fund stockpiles.
1he revised total expenditure
for the year was estimated at

R74,731 billion after an adjust-
ment of R250 million.

~ This amount was R201 mil-
lion below the potential expen-
diture level, the Minister said.

_ He said that although the con-
fingency reserve had been ex-
ceeded by R479,1 million, all but
R61 million was due to public
debt servicing.

Conservative Party finance
spokesman Daan Nolte also

said his party would not support
the Additional Budget. op




spen

iTHE Government’s
financial planning and
*eﬁpendlture control for

said in Parliament yes-
terday.

Responding to the
‘Minister of Finance, Mr
-Barend du Plessis’ re-
quest for additional funds
in:-the Additional Ap-
“propriation Bill, Andrew .
sazd that the current
-years® perfnnnance was
" the worst in three years,

- Last, year, during the
sama débate, Du Plessis
- said ; the cuﬁtmgency
funds were to’,be used for
“real emergeﬁczes” and

""tli’é‘ last Budget was a -..
“failure, Mr Ken Andrew -
uf the Democratic Party’

By ISMAIL -

LAGAHDIEN
Political

Correspondent

not. as a second bite at the
cherry

-..The Minister also said
that in terms of .possible
exeptmns there was only
_'one condition - - that no
nne would exceed the
amount reserved for the
contingency. fund, And-
rew explamed

Planmng

' “Thls is exactly what

has now happened.”’

- . 'The Government’s ex-

penditure has exceeded
- last year's by 14.7 per-

cent, a jump contrary to
the Minister’s Budget
speech in 1990,

‘“The problem is not
necessarily what the

- money was spent on. It is

a question of having
toresight and doing
proper planning, admit-
tedly never great
strengths of the National
Party,”’ Andrew said,

The Finance Minister
requested R2,9 billion - 4
percent more than he
budgetted for last March -
o supplement the current
Budget.

The new Budget:is ex-
pected to be anounced on
March 20 this year, *




| ‘had two. major weaknesses,
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| 5HARpjégpnnﬁﬁ§;§n'd socio-
politicalirealities have -al-
_ready ‘¢aused¥a -degree. of
_convergence: between - the
- redistribution ‘and ‘efficien-
+ ¢y approaches to economic |-
|, policy; Standard Bank 'says }
in' its ‘economic review. -
~'This'-has happened de-
spite’ the two groups being
~obviously - constrained by
.constituency pressures.’.’ -
- Neither approach in, its
‘pure form “offers a viable
solution, to.the socio-politi-"] .
*cal economic puzzle”. " .
- .. 'The!redistribution-policy

it said. Its mixed economy
approach -still relied to a
significant degree ‘on. the

private sector as a produc-
er and creator of wealth
and’ employment. Its sus-
tainability was suspect as.
the,.mechanism relied on
wealth accumulated:in the
pastfor redistributon. . .
", Thé" major problem - of
the efficiency approach
was.that it firmly relied on
_the suppositionthat politi-
cal action would sufficient-
ly empower black people in
the market economy to al-

Jow them to reap requisite

| benefits from economic

‘growth.




ATIONALISATION could create a
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national debt problem, a flight of skills and

economic insecurity, says an ANC discus-

sion ‘paper which signals a new debate

within the organisation on state ownership.

‘BExcerpts of the paper appear in this

manth’s edition of the ANC journal Mayi-

. buye: The paper itself is being distributed
widely in ANC circles.

‘It dists the advantages and disadvan-
tages of nationalisation
sation “is not a simple, clear-cut issue”. ~N

Altl;pugh ANC economic policy is still
apparently in a formative stage, national-
sation‘hag been a central plank of policy. 5
since”it was'adopted ‘in"the movement'sen
Freedom Charter 'in 1955,

The ‘discussion paper notes that while
nationalisation could”ensure essential
services, ! better working conditions, in-
creased social expenditure and the “demo-
cratisation of the economy, we cannot

——

] -

insecurity and a fall in foreign investment.
It notes “the impact on the economy when
il;:saﬁllcial sanctions were infroduced in

The policy could end up benefiting only
the few “who run the industry and are
employed by it. The rest of the people
would then benefit very little™.

The paper says it could be argued “we
cannot afford the R70bn it would cost to
nationalise the mines”. .
It argues instead for higher mining tax-

~, {0 borrow

¥~ panies we
hang
M

and says nationali- >

Q. indusiry

ANC rethink O A - @

have the view that nationalisation will give
4 new democratic government the means
to provide us all with jobs, houses and
education”. @ glg\?s)e

«If we are going tonationalise, we need
the money to pay for the com-
buy. We will have to pay back
this money with interest. This money will
be spent without creating a single new job.

«[f we are unable fo pay back because
the government does not make enough
profit from that particular nationalised
. we will be increasing our debt
problems,” the paper argues.

“Phis happened in some countries where
the government nationalised the mines, for
example, and then ran into many difficul-
ties,” the paper says.

Nationalisation could lead to investor
1To Page 2

(LA ) 0 From Page 1
es, worker safety laws and mineral rights
leases.

“We need to look more carefully at the
economic reality and begin to find a more
overall policy that will begin to solve our
problems,” it concludes.

The paper is illustrated by a cartoon
showing the advantages of nationalisation
as better wages and upliftment — while
disadvantages are illustrated by a skilled
person leaving the country and “No Jobs”
signs on factory gates.
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A reininks nationalisation
MJMMM.. . T . _ . .N;-_@msmm B...mu@ m‘ ‘ . ey .“
e By Esmaré van der Merwe The policy document is print- hationalising the mines, | lease these out to the private scould ensure that all peopie -
5o Political mmvamamu - ed in condensed form in thela- “Even if we borrowed “Whi sector. , have access to services, -
HH . . test issue of the ANC’s official . money it would give us serioys .. "These alternative methods .® Workers could have better
£ N .. mouthpiece, Mayibuye: debt problems for many years.”. "icould allow us to meet some of i working conditions and security |
In a nwmﬂmﬂnﬁﬂ:ﬂmwc,:ﬁ m - It frankly admits: “We cannot ~ Another major disadvantage. “the goals of nationalisation :#of mEEa%Em:nwewmw could-
25 | the ANC’s economic think- have the view that nationalisa- could be that skilled workers  without the dangers.” . -._;have a greater Say in the run-
.H&w ing, the organisation has ad- - tion will give a new democratic  might leave the country “and . Mayibuye lists twd other - ning of their companies "and -
“.wﬁ..: mitted nationalisation might government .Em. means to pro- the mining industry will col- major disadvantages of nation- could prévent racist and sexist
%" | niot be a workable solution Yide-us all with jobs, houses and  lapse becanse we do not have alisation: labour practices.

TN to th b bl education. We need to look the necessary skilled beople @ Foreign investors may feel @ Nationalisation could ensure
L3 0 h€ country’s problems. carefully at the economic reali- .Who are loyal to our aims”. insecure about putting their. ' that profits are Eﬂmﬁm_n_ in use-
Tﬂ * A frank assessment of the ty to find a policy that will * 'The article says there are money into South Africa: and =~ “ful ways, either by social €xpen-
{5 -] prosand cons of nationalisafion, begin to solve our problems.” . other ways of achieving the @ Nafionalisation could benefit . “diture or investment in essen-
o= | contained in an ANC policy Using the minjng industry as goals which the ANC has want-  only those who run and are em- tial industry,

t 4 | paper, is being distributed an example, the ANC says one  ed to achieve through national- ployed in the industry. It notes: @ Nationalisation could democ-
mt.n among the movement’s mem: could argue that nationalisation  isation. “This problem of a self-serving ratise the €conomy, which at
% | bers for discussion. could bring about better wages - “For exam ple, we could bureaucracy has been experi- present is hugely centralised
R The document, issued by the and working conditions, and  maintain the high taxes on mip- enced in many countries.” with four conglomerates —
f.o27 | ANC’s department.-of economics that mining profits could- be ing. : Among the benefits of nation- Anglo American, Rembrandt,
. | and planning, in simple terms  ‘wsed toprovide for the poor. - ~"'We could introduce new alisation listed in the arficle  Barlow Rand and Sanlam =
w235 [ discusses the implications. of © " QOp. the other hand, it.could be . laws which will improve work- are , controlling 81 percent’ of the,
“wf2 | nationalising certain sectors.of - argued .that the ANC ‘could not ing conditions. We could take ¢ Nationalisation of industries _Shares on the J ohannesburg"
: %4 | the South African economy. afford-to spend R70billion on  control of mineral rights and which provide basi¢ services; . “Stock Exchange. |
___.,__ .1.1_“1.—..... ' . 4 . I "y v

g Te— / — -

—POLITICS/PARLIAMENT —

]

e S —
S e S R




| ing distributed for discussion.

ANC says one could. argue that nationalisation will

.J_I;n::n::url,éf

Political Staff - ;
IN a dramatic turnabout~in the economic
thinking of the African National Congress, the
organisation has admitted that nationalisa-
tion might not be workable.

A frank assessment of nationalisation, cuntamed

in an ANC policy paper on economic options, is be- |

The policy document, drawn up in November, 1s |
printéd in condensed form in the latest issue of the
ANC'’s official mouthpiece, Mayibuye. o

“We cannot have the view that nationalisation
will give a new democratic government the means
to provide us all with jobs, houses and education.

“We need to look more carefully at the ecunumlc

‘reality’and begin to find a more overall econnm:c

pullcy that wﬂl begin to solve our prublems .

Skllled workers: i
Usmg the mmmg mdustry as an example, the "

bring about}better wages and working conditions,
and th ?E pruﬁts cnuld beg,used to prnv:de for the |

N v s f* Mndigah i Y
On—ft et nthe «,{ha d, tacuuld‘#ﬁe :,argued that: the’
ANC ‘cotld’ nnt affurd to spend R7B billion on na-’
twnahsm{ mires, 7

“Bven if we bnrrowed this Tmoney. it wnuld put us

“into serious debt problems for rmany years.”

Another major disadvantage could be that
.skilled .workers suchas engineers, the majority of
‘whom .were foreigners, might leave the country
.“and the mining industry will collapse because we
do not’have the necessary sk111ed people who are
loyal to our democratic aims”.

The article-says there are other ways of achiev-
ing the ANC'’s goals. !

“For ‘example, we could maintain the high taxes
on mining:and ensure that the government gets a
share_of fhe profits. |

“These®-alternative’ methods could allow us to
meet some of the goals of nationalisation without
all the possible dangers that nationalisation car-
ries.” 2 Py
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Own Correspondent

JOHANNESBURG. — Nationalisa-
tion could create a national debt
problem, a flight of skills and econo-
mic insecurity, according to an ANC
discussion paper which signals a new
debate within the organisation on
state ownership.

Excerpts of the paper appear in this
month’s edition of the ANC journal Mayi-
buye. The paper itself is being distributed
widely in ANC circles.

It lists the advantages and disadvan-
tages of nationalisation and says nation-
alisation *“is not a simple clear-cut issue”.

Although ANC economic policy is still
apparently in a formative stage, nationali-

L ]

ANC ‘rethipk’ 0

-
| s ?/
sation has been a central plank olicy

since it was adopted in the movement’s
Freedom Charter in 1955.

The discussion paper notes that while
nationalisation could ensure essential
services, better working conditions, in-
creased social expenditure and the “de-
mocratisation of the economy”’, “we can-
not have the view that nationalisation will
give a new democratic government the
means to provide us all with jobs, houses
and education”.

“If we are going to nationalise, we need
to borrow the money to pay for the com-
panies we buy. We will have to pay back
this money with interest. This money will
be spent without creating a single new job.

“If we are unable to pay back because
the government does not make enough

[

rofit ;:;um t%a particular nationalised

industry, we will be increasing our debt
problems. This happened in some coun-
tries where the government natiocnalised
the mines, for example, and then ran into
many difficulties.”

Nationalisation could lead to investor
insecurity and a fall in foreign investment.

The paper notes “the impact on the econo-

my when financial sanctions were intro-
duced in 1985”.

The policy could end up henefiting only
the few who ran the industry and were
employed by it.

The paper says it could be argued “we
cannot afford the R70 billion it would cost
to nationalise the mines”. It argues in-
stead for higher mining taxes, worker safe-
ty laws and mineral rights leases.




itiated a major debate
on nationalisation
among its members
by way of a discussion
document which ex-
plicitly spells out its
disadvantages.

The document was
issued by the ANC’s De-
partment of Economic
Policy and was distrib-
nted nationwide this

week. Sowtlona L2 2\q)

It sets out both the ad-
vantages and dis-
-advantages of nationalisa-
tion and includes a
questionaire asking mem-
bers to explain why they
thought the advantages of
nationalisation out-

welghed the di
advantages. q
The paper w ub-

lished by the Centre for
Development Studies, an
ANC-orientated academic
think-tank attached to the
University of the Western
Cape.

It uses the failed Zam-
bian attempt to mnation-
alise its copper mines to
illustrate one of the dig-
advantages of such a
policy.

Money would have to
be borrowed to pay for
nationalisation, the docu-
ment says.

*“This money will be
spent without creating a
single new job. We will
fjhave to pay back this

THE ANC has in-

money with interest.’

If there were insuffi-
cient funds to pay it back,
the debt situation would
deteriorate as had hap-
pened n Zambia where
the copper price had fal-
len, technical staff had
left and eventually the
government had been
forced to re-privatise.

Nationalisation could
lead to skilled personnel
leaving the country. It
would also be difficult to
find the skilled people
““loyal to our democratic
aims’’ to run the nation-
alised industries.

Investors

The world did not
favour nationalisation
muich today and this could
lead to foreign investors
feeling insecure about in-
vesting in South Africa.

“This could lead to
serious problems of a fail
in foreign investment,”’

These investments
were needed for growth.
The impact on the econ-
omy had been illustrated
when financial sanctions
were introduced in 1985,

A final danger listed
was the possibility that
nationalisation could end
up benefiting only a few:
those who ran and worked
an industry. The rest

would benefit very little.

tionalisation of banks.>’ i

“*This problem of a
self-serving bureaucracy

has been experienced in
many countries, as we
have seen in the case of
Eastern Europe recently,”’

Uuder the possible ad-
vantages of nationalisa-
tion the document lists:

* Guaranteed acces-
sibility to infrastructural
services where these, such
as electricity, are nation-
alised;

* Workers could have
better working conditions
and pay with race and sex
discrimination prevented
by legislation and affir-
mative action;

* Profits from such in-
dustries could be invested
it productive activities
benefiting the people;

*  Democratising the
economy by reducing the
control of large corpora-
tions (it lists Anglo Amer-
ican, Rembrandt, Barlow
Rand and Sanlam as con-
troling 81 percent of the
economy) by nationalis-
ing these conglomorates
or parts of them; and

*- New siate-owned
factories could be set up
to provide important-ser-
vices the private sector
might find unprofitable.

The document said
banks invested funds only
in profit-making ventures,

**This could be used to
suggest a case for the na-

oot B LEPEp s

concludes. @

The four-page docu-
ment says it has to be read
with the ANC’s discus-

sion document on eco-
nomic policy, which said
the ANC was committed
to a mixed economy, will
respond to the problem of
economic stagnation and
massive inequalities.

It sees the need for a
national development

plan based on the strategy
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of ‘‘growth through
redistribution,

Answering the ques-
tron: How do you nation-
alise a corporation, it says
this can be done by:

* Government inves-
ting in setting up a new
industry; or

* Introducing a law
which puts a certain in-
dustry in the hands of the
government by way of

compensation or confisca-

gest industry, is bound to be the focus of an
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tion.

The document finally
calls for a debate on the
issue of nationalisation.

“It is clear from the
advantages and dis-
advantages we have men-
tioned that nationalisation
18 not a clear-cut issue.
We need to examine each
case very carefully.”

For instance, the argu-
ment for nationalising the

gold mines held out pros-

y Mm“sE at nationalisation.

pects for better wages and
conditions for miners and
the nse of profits to build
housing for the poor.

“*On the other hand, it

could also be argued that §

we could better use the

R70 billion it would cost }
to buy the mines for other
things; that we will loose

skilled engineers and
cause the mining industry

to decline, resulting in the |

loss of jobs.”’




CAPE TOWN — South Afri-
ca could repay all of its for-
eign debt with less than 80
percent of its annual export
earnings, the Minister of Ii-

nance, Mr Barend du Ples--

sis, said in Parliament yes-
terday.

Replying to debate on the
Mini-Budget, he said this was
considerably lower than many
other Western countries.

In international terms South
Africa was hopelessly under-
borrowed.

Negative

However, this was a positive
factor in restructuring the econ-
omy s0 that South Africa would
pecome a favourable invest-
ment prospect.

The negative side was that as
much as half of South Africa’s
savings — money necessary to
create infrastructure and jobs
- had been used in the last five
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years to pay off foreign debt.

He promised to say more
about savings and their rela-
tionship to tax and economic
growth in the main Budget, so
that a more meaningful debate
could take place on the subject
there.

Mr Du Plessis aiso said one
could not create enough jobs if

— v E— ———

the country’s population growth
rate was too high.

This very sensitive issue
needed to be addressed at the
highest level.

Money allocated to education
was not being spent as effec-
tively as it could be.

“Money can be better spent
getting it through to the teach-

ers. More teachers, better
teachers.”

Education expenditure was
an indictment in itself and it
had fo be spent on more class-
rooms with more teachers.

The need to spend money
more effectively also had to be
examined in the health and wel-

fare sectors.

Duplications

“I believe if we can cut struc-
turally the duplications {in the
various ministries) we can
reach the children.”

It cost the same to maintain
elderly poeople of whatever co-
lour, and disparities in pensions
had to be eliminated, but the
money to do this could not be
taken from a growing economy.

There was no money avail-
able from development, and it
was not known how much could
come from a change in budge-
tary priorities. — Sapa.
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IN GOOD MEASURE

Official statistics measure SA’s economic
output in two different ways. Estimates of
GDP growth provided by the Central Statis-
tical Service (CSS) are based on the value of
production, while figures in the Reserve
Bank Quarterly Bulletin incorporate expen-
diture estimates as well as production.

Preliminary estimates published by CSS
last week, indicate a shrinkage in output of
0,9% in 1990. A sectoral analysis shows the
sharpest decline came in agriculture —
9,5%, while mining fell i1,6% and manufac-
turing 2,4%. Agriculture represents about
6% of GDP, mining around 12% and manu-
facturing approximately 22%.

Central bank figures will not be available
till next month, so an analysis of the compo-
nents of expenditure is not yet possible.

Though theoretically the two methods of
calculating GDP should generate the same
figure, in reality recording errors, probiems
relating to deflators and statistical distor-
tions throw up differing results. In 1989,
GDP at market prices amounted to
R133,6bn in constant 1985 prices, while ex-
penditure on GDP totalled R134,8bn. The
difference is shown as a “residual item.”

There are two other problems relating to
the collection and collation of statistics.

One is that value of output does not in-
clude the contribution of the informal sector,
which is thought to have risen significantly
in recent years. (A CSS sample survey in
October 1989 indicated that activity outside
the developed sector was equal in value to

Cenar Ml ~12

ECONOMY & FINANCE LA

about 8% of GDP. Results of a survey con-
ducted in October 1990 will be published
before the end of March.) Expenditure on
output, however, does measure a large part
of this activity.

The second problem is the time lag in-
volved. Though surveys are done on a quar-
terly basis, they are interpreted in the con-
text of benchmark surveys made once in a
period of several years. “Ideally,” says a
spokesman for the Bank, “these should take
place every year but from a cost point of view
this isn’t possible. So mining, agriculture and
manufacturing are done every three years
while commerce, catering and accommoda-
tion are done every five years.”

There is a further lag while surveys are
processed. Says CSS’s George Mills: “The
results of periedic censuses can take up to
three years to collect, process and publish.”
This is due mainly, he says, to poor response
from the private sector. “So the returns for
the 1988 manufacturing census are still be-
ing collected and the existing benchmark is
the survey done in 1985.”

Though for a variety of reasons, informa-
tion is not as up to date as that available in
countries such as the US and Canada, it is
comparable with that of countries at the
same stage of development, says the Bank
spokesman.

“And it gives a reasonable indication of a
trend in the economy,” says Bankorp econo-
mist Nick Barnardt. ,

However, a problem has emerged follow-
ing a series of revisions, to incorporate new
benchmark data and to extract Namibia
from the total. Says a Standard Bank posi-
tion paper: “In some cases the result of the
revisions was to completely alter the behav-

I|I!|.l|l..||.l|.l||l|ll|ﬁl|l.
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iour of some major economic variables . ..
Some revisions date as far back as 1975 and
have changed the appearance of the way the
economy is statistically said to have be-
haved.”

Drastically revised figures include:
Gross domestic fixed investment which
declined by 7% in 1985 instead of by the
orginally estimated 2,1%:;

Government consumption expenditure
which grew 3,4% that year instead of shrink-
ing by 2,1%;

A fall in inventories in 1986 of R1,6bn as
opposed to R400m; and

GDP growth of 4,1% in 1988 up from an
initial estimate of 3,2%.

“Data on exports and imports have yet to
be revised, though on past experience signifi-
cant revisions to these aggregates can still be
expected.”

Revisions have also been published for the
first two quarters of 1990, Standard Bank
group economist Nico Czypionka says: “Pro-
visional estimates for the first quarter were
revised to an extent that made a mockery of
econometric forecasts for the remaining
three guarters of the year. They also affect
stmulations in the period beyond.”

The position paper points out: “In SA in
recent years the constant price data has been
rebased to 19835, followed by a further major
revision a year later and now a succession of
ongoing revisions. The result is that new data
often applies to neither the existing model
nor previous data, which means the entire
model must be re-estimated before the sig-
nificance of the data can be assessed. This
has happened three times in 1990 alone.”

Says CS8’s Mills: “The revision of GDP in
1988 is well within international limits. The

¥
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same applies to expenditure components —
these were revised downward by the US
government no less than 3% in 1989.”
The Bank spokesman points out: ““The
¢stimates were not erroneous; they reflected
data available at that time.” A note in the
March 1989 Quarzterly Bulletin outlines new
data which caused earlier revisions.
Accuracy of econometric forecasts, then,
are inhibited by the logistical problems in-
volved in gathering and interpreting histori-
cal information. And policy-makers no doubt
rely not only on statistics when making deci-
sions, but also on the oldest guideline there
is: gut feeling. N

—_,———_—_—_—




B ‘-".f‘:_:'l-'rfi*!.'-r_i-,l:-".! r ;_..

uononpoid Jo SApow {UISIUSHR) ANPOLILIOD “N{BA snydans
3O 59781 FUILLISOUOD SUOTIRAOUUY S XIEW Kq safem Jo 21eYs
211 JO awodut JO uonnqLISIp 213 Wl ‘{j[eorureuip I0 Ajreo
-1je}s ‘spydisul mou ot yua ‘aseo sy} ul UIAS 17 TS 81
su0 g ‘s31elodead nesyerd seoud fenide 343 JO guipue:-

-Ispun woij go1ssa181p & se Nedfqel sanyeA € 03 393(q0 -
paou A 3seS 181 U] . £1essa0ou ApIey paopul pue pe LI STEES
A[etats 9q 03 Jie Aq peaide Sl wo(qoid uonBLIO)sUE!
ay) USY ], "pHOA 1831 3] u1 wreIqo o3 uaddey] ss0p T
30 uonisoduwod sruedio fenba e} (s1qissod st se 9SOeTI -
“urod onAeus [BIonId 3} s1opeal §,qqo(y 10) a1esnil o
feL61 ‘1] XIE U0 9 YD YIS WDpY 22UlS UONNGI2E.,
pup anjpa Jo S0 L ‘qgod ‘W ‘3O "s1seUd w1 A3 .
0] UOSEAl OU PI0da1 ISNUI | ‘gonrenfeas isni pue Ao’
jo Ayioam siogine 1310 OM) Aq SHIOM JUIM guipesy .

TeL6T
7] 19T T9¥ ‘SViv PUE —£97 ‘614 dd 1e sButiM p2Iod]
-jooun ff]snagda.tar-—s:.:adax pup SMainad sApsSiy U31q3A
warsioy [ Sueusod o s76] PUE ‘L6817 ‘5681 '£681
3 jo soBussed USJAIA ueAdfel 3D W11 ‘1 XIEW HEM 3P $O1
" ' ou0Y 151008 YL, 40T T 14on{3 o) Ut SKBSS3 9061
snowie] STy Jo Sulpeal 35010 v woij Jeadde [jim MmalA s, 9]
-Qa A WOJ} uorjellaqe £IPIUaTO € 10U Sem SIY) yeuy ;
neorqer (A + ) o + 4 + 0 P uosLredwod
ul X03[qe} lhod + 4030 Aymiqesusdsip oy} In0qe qnod
fu1 $90I0JUISI AJUO S gINOD JO Mg "Jedd S} apew
duiaey J0U JOJ JesAm yoeo1dal | -g)y31om dN[BA SB [[2M% se
yonye32138e 10} 3AIOS 3 s1y3Rm asud renjoe yeyl Les
pIp 2 00q SIY Ul 1e1]) UOIIOALI0D s BUIIYSIIOWN ydaode 1
q=t, [+ D=1+ 1) °p 10} 1001 § S3PIA0Id
8 « ¥ 31 Apuo pue Ji 1 > w [+ 1Ne—116+ 1)
.sorjdde w0y} Jennat,, Fuimof[o} 33 J! Ajuo 3[qIse)
& 4+ 1)wT A suopdunsuod SI9

— 1T [ ' T al ﬁn -

aq (i S} URLL
%108 48 + 1) °T M w013 10qE] 197 FONORSZIDM UOA HIIA = e
Kprequng 1 = #, |G + Do —1Gy+ D270 aantsod = n o i & LB < o
& Aq penduwt st pue sonpdwat | > w, [p — 7] o uIdd g - — 2. E 8
-051]} 11BI00ULAN Jennau,, 34} padseid sey Y aoUO siyl = © =] EE’ N I
up 15939Uf Ou 1A 1S St 00 Jng “JOSH 23em 0ULISISANS Z = 3 n:; g .
a1} 10} PONIOM j0U J0qe] JO uonoryj ) s¢ pa123d1oul 99 " z) B é = € 3 L
ueo e 4 /s uowwod e st 314} nes|qel sanjea Y} UIqHA E g~ 33 < =1 5 Sk
ey yday S Ul (o1) SewmusHON 3O ymiod a1} saxell & = ﬁm m E‘ | [2©
osre sy 66L d uQ 3BIP oy} UAYM JUBAJ[I 3T ey’ : = o § - = @(
xnea[qel senjea jou ¥nes’qel sao1id S1 ‘goBueLox? o et N S < = = ® E. S
? 90Ul Igmudg..glgjg d 10 Bmuma]d 181[RI008 Japun sasodand 2An % g’l - T - - g §
gurgiou -ULIOU 30] 78T} YN} 3} SUIE suyL ‘[eL61 ‘€] PRIBAIO = 3 -] o A
5 Jo auLn L1037, Jnoqe] SXIEWN PU® 3507 InoqeT] PIZIUOIYIUAS £ 8 e} l_*_j“
1813 pue noqe’] snfding,, 191131SHOM ] JUS[[20X3 AU} OS[E 3 O -
JO 5100} ‘o4 ON[EA sN{dINS JO B pajeoI-A[[BIAL)-MOU aus (7) 3 @ S S j
0 £1091) 19jfe $10108] 353} MOy gupyse Aq ‘el wyosd Ly 24} (1) © o W )
T YoTyM (e setddns 1010%} sAnIE[el pue ‘puetiop jo uonsodwod
e “LIY) ‘SUORURATL M0Y JO wpfqoad oy} Susodas 9Q A[19W 35325 ree = - o o
orld pinom ‘ueiseI[ep-0°U wepjIe) ‘UeyeIs v J0AE] JO %E‘% Ep E"Q% aw £E 22§58
eyl Jo UOISIAIP {81008 10 9AT1}O37[0D v ul Joqej ﬂh}itﬂnpn.ld FuiAjoAlUl ﬂ‘E g‘& > 5% i%% ; E: i 3 ?c 2 8 E 2
1 ul ‘uon _ 83385 g53es B = » fg; i
% 4008 sfagf Temg - @
Elqnﬂ'p@.l EE %g% ; o : :
';‘?f"‘!““ (uouoag pa1od fo 53 fia
‘M0 8223
eliram ; jpudnof Y3 JO I01pa-qns prediopun 3y} S¥ SUIAISS E%E‘_&"‘“‘S § ..
[ ‘pomon ot UOIGR WIRISIONL A pue dnbrpio SN Ehaaf 21 SEgSsfsainiioansecor
" ¢ " 8 §5& “¢ SRSaEeS $E§§§ Nogawt
£q (1rey | -uyog] 210§2q 910U O Fu1)soIoIUl ST “USIHIM wo ¢ isy AR
1 Sunsixs cegl S payuesun Apueody uewod 1ydasof 533
‘“'Id «OUn 'U.GIC[QA UEQ‘.ISJOLI‘L ‘1“;!1.;91 ﬁu!pgal simpamv Aq U.IQI E%;; Eﬂ a3 et r -1 - .
YIUAIS,, -qo1J suQ JPqUINN o1p} Po[eo dAaRy | yeym O Jomsue 38" 8% BBy EEE%%EEE%:‘EE%” ;
n[eA-snd uimof|oj 2y} uodn oures  soueyos Addey Jepalis X R
uf oM £q ‘ugoyse UBHeYUEN-IM0] U 1 sp8ug pue XIeW -1e3 MOY Y31 AL SOUDVTTT o
:ﬂg:ufﬂld 10 S19119] gurjeuldse) punoy Andipuaios Aq jouineg 550U M 0USIOS JO A10181Y S 1 JOOYOS B ST 2
ym :I;T: sg jsn[ “Jery) 182199UL JO 3G [[i N oIyl 1 Ky1anoal .Awou009 eonijod [BUOHUAUOD 01 &
178 9111"; -qO S Sishjeue AU pojeuluRjuOd pue pajoajul SABY -ueo eyl sdury) Jo 20vHINS a1} MOJoq SALI=1T
) URTXIRIN few soselq Aur yorgam 0} 53130p 9y} UO O3YD ¥ 5E S[e9A21 OYA ‘UT[ISTA] © JO 3[04 oy} 01 211dse 3y
-pgq',;qqnd ‘90U "pliom yoapsadury sty ut Y 30} 401838 3} os ‘snayjemiold jo 9101 3} ur xJey e -
anfea-snid 37eurtueIuod Ued 1STIIOU099 3} 3O saselq [eontod 1 se 1adoxd ‘10 "au0 STOIUSOUN B ST NSS!
[ ey a18)
i Suoury x ¥ ¥ -yl Aq Ansnpul pozyenba si anfeA snjdins

aAnIvL3I] S_ILHOHOQH fO zﬂu.mo[

pr— wim s —

sk e Bl AR
':..:-'-.,-.r iy r LK P L. I'.J_."" Al et RPN +. ._-.:. n — Em
1"‘_.‘.:- AT % - L w

ol *?"ﬁ:"n- 151
He 1




W T R U ST - R U R Pt AV T T T My T AWM LB ERER Y e T o R Toar #.....n A LI

. .ﬁ; 2T i e ..,”.r.,.. ah el et Thy ,m...w_.......m:d....#, u,ﬂ.;.pfwf,n,vr“.r.w..om“...:....w ”....m:.ﬂ....r.ﬁ....; &.....,..u.,..u....ﬂ"......._, ”...,1&,............_ o w ,1..?..,.....4”. FT IR R s v T

T PR I A R R S S O NN Y WA NITTC I TR T IR AN T R ,,m,..m $ny ,,.,,.,W mw,,.i AT AR A VTR RN R Y
R LY S A R R i L TR I T - T B M T Y e T - ....U.M ad A N R UL = L S av o
MLl % . T i N L L L - % L Wwooum oaaih TRl N - L IRITT i A A Twangare T o e _... ..._ iy ......r.-.. vk 7 mon T TR . . ST RN

LR - A A > LRI . T By R - W R L T LY S - ). - .....,........4_...# __..........u_.} e LR D T U BT ML L S L B ol L .:..::.......
W e BT el 3L T Mr....m.{.m. o R N q.ﬂn.ﬂ. SN 3R ...:;..u_.,..,.f,..w.......u...__m,? M.."..:”...._..u...-...n....._.r.. _.m 3 o ._._...:H/.i..ﬁ.:n ..m.. LR .n.__. W.““. ..r... .,v e .._:.. " :r,.w u..,.v?."..w,f. .ﬂ...w_...u..:r....”_. - ..“ .W.M.. .q..u”“._u,u.. v E

[ |

Sunday Star FINANCE February 24 1991

¥
-
N k ..<W.... b
a ' 4
... A | - -+
- =
=

=-hwr
-..

% k ¥ -
AL ..__.......1.“.... 4 ._.....h—_.......-_ - - T
] = h »h ._....... L M..
- N (X L1 - F ”
L ] * H

N . L

k.

e ma, o 77

.r "
v T e + T
ey S S TR . >

IVlore _o:_mm to oo<m3_sm3 pockets |

- E— =

Pl e e b

Claire Gebhardt
GOVERNMENT is set to rake in
considerably more than the
R64,938 million it u__ﬂ_mm_nmﬁwmow
the 1990/91 financial year. T?\_

Sanlam estimates that total exch
quer receipts of R67,5 billion are
about 10 percent more than the total
revised tax receipts in the previous
financial year, and compare favour-
ably with the 5,8 percent rise envi-
saged by the Minister of Finance.

It attributes the bonanza to a
“comparatively mild downturn in the
economy” and generous adjustments
in Jabour remuneration which helped
i to maintain private consumer spend-
ing at a relatively high level.

As in previous years, government
| appears to have underestimated per-
| sonal income-tax receipts.

Sanlam’s preliminary figures show:

‘® Revenue from personal income tax .

at R22 500 million is approximately
Wu 000 million more than budgeted
or.

® GST however will bring in about
R400 million less than the R18 500 mil-
lion allowed for.

© Company tax will contribute near-

ly R180 million less than the budgeted =

amount of R13 180. *
® Mining tax (excluding gold mines)
‘will yield about R300million more

e 2919 1
%_mxo:m&m_‘ =

Bonanza for the

F .

.I.II-

‘mild downtur

than the R1 300 million target. :.o_
@ The tax on gold mines (including
gold-mine leases) will amount to
about  R940 million nearly
R320 million less than budgeted for in
the current year, and R400 million
less than the figure in the previous
financial year.

@ Customs and excise duties will
romp in R450 million above the bud-
geted R11 300 million.

On the other hand, total govern-
ment expenditure in the current fi-
nancial year will be approximately
R74 732 mllion — R1 800 miilion more
than budgeted for and an increase of
14,7 percent against the 11,9 percent
m:ﬂmmmmn

Sanlam predicts that the, deficit be-
fore borrowing for the 1990/91 finan-
cial year will amount fo about
R7 230 million, 2,7 percent..of - gross
domestic vuo.\._:nn (GDP), as cﬁﬁcmma
to the R7 994 million or 2,8 percent of
GDP projected.

TSy



by Williamhﬁichards

and undue credit creation. lpﬂ
Expectations remain, however,
that the inflation rate will slow some-
what from the 14,6% posted in the
January. The figures — of critical  year to December. This is likely to be
importance in forming interest rate partly due to the lowep petrol price
€xpectations — were both due ot and lower seasonal food prices,

last Thursday. Mone
Y supply growth, conversely,
However, computer problems at o likely to be stuck at around the 13%
Central Statistical Service (CSS) in vl rise in the broad M3 measure
Pretoria snared the consumer price . money recorded in November and
Index data, and CSS uff:c:_als expect December. This is probably the result
to have the January inflation figures of re-intermediation, as banks bring
ready only tomorrow. This is a full facilities back on balance sheet to
five days later than the usual release comply with the provisions of the

date for the monthly consumer infla- oy
tion outturn, and comes at 3 crucial Deposit-Taking Istitutions Act.

time in the inflation ang interest rate
cycle, Markets are trying to gauge the US economy comes under the
the pace of inflation’s decline ang Spotlight again this week when the
whether the downtrend is sustaineq revised rate of America’s GNP
enough to justify action to ease credit  &r Owth in the fourth quarter of last
conditions by the Reserve Bank. Year is published, -

SA’s money supply figures are The pPrimary fourth quarter US
equally important in the influence  growth rate, released a month ago,
they exert on the future course of showed. the économy contracting at
demestic monetary policy, and they an annualised rate of -2,1%. This was
have also been delayed. All the com. the biggest fall in economic activity
mercial banks were meant to have  since the last recession in 1982, and
certified their liabilities to the public ' was the first stage in confirming that
with the Reserve Bank by last Thurs- : -
day morning; from these figures the
Bank calculates the rate of expansion
of the money supply.

It is understood, however, that one
of the “big five” failed to certify on
time and, in the absence of the data,
the Reserve Bank had to suspend
compilation of the figures.

The delay will have caused consid-
erable frustration among analysts
trying to assess the financia authori-
ties’ monetary stance. In addition, it
has deprived the loea] money and
capital markets of key information

the delay in publication of SA’s infla-
tion and money supply figures for

about progress — or otherwise — in | 90 of the US €conomy, is set to remaip
the authorities’ fight against inflation Graphic: LEE ENEATON  Source: 6 REBEVE BANK negative for some months yet.

Internationally, the growth rate of .

g@ndicators overdue

the US economy is officially in an-
other recession,

Two consecutjve quarters of nega-
tive GNP growth are needed to fulfij
the formal definition of recession.
The current quarter ig also expected
fo show economic contraction in the
US, thus formally showing the US in
its first recession in 10 years.

The preliminary GNP figure for
the fourth quarter is unlikely to show
change from the preliminary -219%,
Any deepening of the contraction,
however, will raise the likelihood
that the US Federa] Reserve will
again lower US interest rates some-
time this quarter to boost economic
activity and restrict the recession to
two quarters,

Other indicators of s economic
performance are also dye this week:
on Friday the index of Ug leading
Indicators for February is due out
The index showed 3 small rise of 0,1%
in December, but needs three con-.
Secutive monthly increases to show
4ny sure sign of economie recovery,
This is unlikely now, ;

Also on Friday, the monthly pur-
chasing managery’ index émerges.
This shows the percentage of around
300 manufacturing firms reporting
higher levels of activity compared to
the previous month. Index levels be-
low 50 show a contracting economy.
The index has been below 50 since
June last year and fel] below 40 last
month. The February outturn is like.
ly to show another faj]

The January level of construction
spending, which reflects the interest
rate-sensitive building sector, is re-
vealed on Friday. The monthly out-
turn has not been positive since
March last year and, given the state
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mately R7,7bn for 1991/92 and esti-  ¢pis wooild result in a loss of about

mate that Finance Minister Barend R2bn in revenue, Louw says.

du Plessis will budget for a deficit of Companies are also unlikely to see

about R9,3bn, leaving only R1,6bn for any change in the nominal tax rate,

tax concessions. * although-amendments to certain re-
Chief economist Johan Louw esti-  bates or write-offs could result in an

mates that government will budget increase in the effective tax rate, 1

for an 11% increase in total expendi- Louw estimates total receipts for
ture to R82,95bn which, in real terms, the 1990/91 financial year will be
will mean a decline in spending. " R67bn -- about 10% more than the

This will be funded by estimated previous year’s total revised tax
revenue of R75,25bn which repre. receipts, o o
Senls an increase of about 11,5% over , This is based on preliminary indi-
last year’s receipts, Louw argues that cations that personal income tax will
additional tax revenue generated by  yield about R2bn more than the bud-
high inflation will make up for the geted R20,5bn, mining tax .R300m

limiting effect of slow economic More than the budgeted R1,3bn and
growth on revenue. , excise duty about R450m more than

e ‘ the budgeted R11,3bn,
Writing in Sanlam’s latest econom- ) : 1y
ic survey, Louw says limited tax con. These gains will be offset by lower

i ; e than expected returns from GST,
Eﬁﬁﬁ;ﬁrﬁ.&w to applied in the company tax and tax on gold mines.

| , _ Total government expenditure in
. [Ja reduction in the rates of the im-  the current financial year will be
port surcharge; R1,8bn more than budgeted for, ex-

’

Llan increase 'in the amount of pri- cluding’ the Ribn contingency re-
vate investors’ interest income serve announced in last year's bud-
exempt.from tax, and; get. This represents a 14,7% increase

e compared with the 11,9% envisaged.
[ further.relief to individuals for the Louw believes the overall'éffect of

effectgp&nﬂatmn, or bracket-creep. pe Budget will be neutral; although
1  But'govérnment i§ unlikely to.cut the strict control of government
the maximum marginal income tax spénding could have an adverse ef- ||
rate from 4% to 43% in its effort to fect on certain companies in the
reduce the personal tax rate because building and construction industry.




By Sven Liinsche W‘j aﬁ Iilﬂ 5 ,

A substantial inflow of foreign
capital will be essential to sus-
tain the next economic upswing
and guarantee that enough new
jobs are created to put a lid on
rising unemployment.

Bankorp’s Economics Unit
paints a sombre picture of me-
diumm-term economic growth, in-
dicating that political factors
could easily make or break the
economy.

The economists argue that im-
ports could rise rather sharply in
the next upswing forecast for the
1993-94 period and that this could
convert the current surplus on the
current account of the balance of
payments into a deficit by 1993.

The strong showing of the cur-
rent account limited the decline
in Gross Domestic Product in
1920 and will be one of the few

—_—

Foreign cash vital &

,Ban'korp_—-

@B) (4
strong factors in the econ The economic policies and ze-

Y
year, but could decline by as
much as R6 billion by 1995, Ban-
korp estimates,

“This could seriously destabi-
lise the domestic: financial en-
vironment, resulting in a renew-
ed economic downturn in 1994-
95,” Bankorp says.

“In these circumstances, only
one factor can facilitate contin-
ued growth with financial stabili-
ty: a substantial and steady in-
flow of foreign loan and invest-
ment funds from 1993 through to
the year 2000 and beyond.”

To receive this inflow, Bankorp
argues, five political factors will
play a key role;
® The level of domestic conflict
and violence.
® Progress with constitutional
negotiations.

@ The level of politically inspired
labour unrest,

tions of a new government,

® Peace, stability and co-opera- -
tion in the Southern African re- |
gion, "
“In most of these cases therd |
are a few key political figures .|
who will play a decisive role in
the years to come. ' L1
“They will be largely respon- *
sible for the attitude that for- ']
eign bankers and investors adop
towards SA in the 1990s. .

“Consequently, they hold the?
performance of the economy, the }
stability of the socio-political
setup and the material living:
standard of all South Africans in:
their hands,” Bankorp says. ;-

“However, if politicians.
through their actions, continue to
avoid promoting capital inflows
we can forget the 1990s,” the bank !

says.

-1




N afcoc bac

a

free
By Sven Lﬁnsc@m @Qb ]‘\\

The National African Fe-
derated Chamber of Com-
merce and Industry (Nafcoc)
has committed itself to the
promotion of the free-mar-
ket system ag 3 means to
achieve a more equitable
distribution of weaith and
income in South Africa.

In a key document, outlining
its view on the economy in a
post-apartheid South Africa,
» Nafeoce acknowledges that the
market is the feature that
makes free-enterprise econo.
mies superior to centrally

plinned socialist systems.

that one must highlight in a new
eéconomic system for South
Africa,” the document says.

Nafcoc is the umbrelln body
for black business and has close
links with the ANC,

It says the role of the Govern-
ment must be that of 4 facilita-
tor, ensuring a stable socio-eco-
nomic environment, directing
the provision of socia] services
and Euaranteeing free access to

z\.“[\ t
€conomic resources. E Utﬁ\ )
But Nafcoe says it is al

that both individual liberties
and individual properties are

protected.
A future government shonid

give special support to blacks,
the document says.

“The State needs to correct
past wrongs by improving the
redistribution of income, pro-
motion of asset ownership and
protection of the poor by mea-
Sures that do not distort the
market.”

Nafcoc stresses that the main
rationale for redistribution is
not only to correct the wrongs
of the past, but to enable blacks
to make a new start,

“It would be inadequate to
confine oneself to dismantling
apartheid and expect blacks to
compete with whites who have
been placed in a very strong ec-
onomic position by policies of
the past.”

On the question of land re-
form, Nafcoe argues that a pro-
gramme should be implement-
ed that would lead to a more
equitable distribution of land,
with minimal negative impact
on agricultural productivity.
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' MONEY and capital market rates hard-

ened yesterday as markets shifted their
interest rate horizons to after the Budget.

Markets had expected a reduction in
interest rates for weeks, with both capital
and money market rates moving down in
response to Reserve Bank Governor Chris
Stals’ statement that he would let mar-
kets preempt a reduction in the prime

overdraft rate.

But a bankers’ meeting at the Reserve
Bank this week combined with disap-
pointing inflation figures and expecta-
tions of high money supply growth to push
rates higher.

The benchmark Eskom E168 closed at
15,49% yesterday from Friday’s close of
15,37%. In the money market, the key
three-month BA rate firmed to 17,35%
after falling to 17,25% on Monday.
lgney supply figures to be released

i ||?I: :*Jj. _:

tod#¥sare expected to surge with the
inclifSion of off-balance sheet lending mn
the figures.

Bankers said off-balance sheet lending
had been estimated at between R8bn and
R10bn, which would cause a quantum leap

in January’s M3 monetary aggregate.

SHARON WOOD l

A——————————T

This amount would not be.included in
on-balance sheet figures ai once,
Reserve Bank deputy governor Jaap
Meijer said money supply figures would
not be a “crucial and decisive” factor in
determining when interest rates would
wome down., :
Bankers said Stals was unlikely to use
the expected jump in the M3 money sup-
ply figure, the monetary aggregate used
to formulate official interest rate policy,
to determine the near-term direction of
interest rates. o
Instead, Stals would have to use ‘an-
other aggregate, perhaps M1A, to decide
whether money supply had slowed down
sufficiently to justify an interest rate cut,
they said.
This would create problems because
there were no targets with which to judge
M1A gI‘ﬂWth. -
Rankers said there would be no redjics
tion in interest rates until after the Bud:
get on March 20, because Stals was wait-
ing to see market reaction to what was
believed to be an expansionary Budget.
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_eempared with R26,8bn in 1989-90. is R18, 532bn

| Inconie tax collectlons“ahead of. budget 1

PRETORIA ‘= Intome’ tax colle
tions are running well ahead-of prin lﬁ — '"GE“ALD RE'LLY—-—I

ed budget estimates for the flret 10 This represents 86% of expected
months of the year, Inland Revenye  total collections — 4% up on the
statistics mdleete Blee L) figure for the previous tax year. Bud-
However, GST collections for the  get income, tax revenue expectation
full financial year may fail to reach  for the yéar amounted to R35,865bn.
the budget expectation of R18,532bn. Income tax eelleetlens w111 be
Ecenemlsts eey this is'a I‘EﬂEEtlﬂn boosted further dumnge this month
of theveconomic downturn and the when the seeend premsmnal tax pay-

shrinking’ of disposable. incomes, ments are taken into account.
the face of high inflation. ¥»®) GST collections for.the 10 months
In ‘the April-January period,~1F™" amounted fo RI15, 183bn compared

come {ax collections totalled R31bn 'with R14, 043bn. Budget expectation
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Sir Keith Stuart . .
trade valued at R11 million,
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I'_r‘-' [ =l TE - + - [ ETIR " ] 'y o — = . -
TR A ety B S HE N T oA N R 2PT Y e 0,
,'1.‘-,.., T | LI 11 . " i
LY 1 L]

S, s -
\ [ 1 1 - SR S Tt
Pl o . ., r U SRR B
X GS! l qﬂEn l :
L] (AL TE Y, ) : L P
AR, P 12 " A S hrE
1 - - .
L] *J .

dhimZ
J‘r '
* o !'r I!:l'

By Frank Jeans ‘@@d Iﬂlﬂl

South Africa’s business rela-
tions with Britain are poised for
renewed prosperity and need
only the spark of stability and
certainty.

This was the message which
British business leaders have
brought to this country under
the banner of the United King-
dom South Africa Trade Asso-
ciation (Uksata).

Sir Keith Stuart, the mission
leader told a press conference
in Johannesburg yesterday:
“British businessmen are cau-
tiously optimistic about trade

ertainty’
4

South Africa.”

State President de Klerk’s in-
iatives in the dismantling of
apartheid have kindled bright
prospects for increasing trade
and investment opportunities
for Britain. The Gulf War and
political events in eastern Eu-
rope have strengthened South
Africa’s position as a primary
market for the future.

“All we need in South Africa
1s stability and certainty and
the absence of bad news,” said
Sir Keith.

“The problems in the Middle
Fast, together with the general

|

C;geeded to foster trade
d investment opportunities in

recession in the UK economy,

are helping to bring home to

British industrialists the attrac-
tions of South Africa as a mar-

Ket for goods and services.”

The basics for sustained
growth are already in place,
with two-way trade currently
valued at the R11 billion mark
and investment at R50 billion —
nearly half of all foreign invest-
ment in this country.

His advice to local exporters,
too is: “Go out and hard sell in
Britain. You will find a favour-
able reception.”

Sir Keith and his team will be

meeting representatives of

South Africa’s main

sonal comment, he left no’doubt

1
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ernment, _
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“Nationalisation l4s prove

*

L

i

o
d’

iin political
parties and while he empha-
Sised that he was making a per-

.

1
h
T

' about British attitudes towards - !
a possible policy of nationalisa-
tion under a’future ANC Gov- -

to be totally inefficient, as-a -

means, of redistribution of

-k

‘wealth. and ‘even. the 'Labour .

Party ‘of today no.longer advo- :°

cates nationalisation,” he said. .-
' [ - 1'1" g !

“1 believe any move towards

nationalisation’ in*South | Africa. ;

would be a major disincentive

N

to British investment.” AT

1]
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ot By PIETER COETZEE

S Financial Editor

' THE continued expected strict
‘monetary and fiscal policy, to-
gether with the problems expert-

" enced in the agricultural sector at
. present, will lead to a negative
real growth rate of 0,5% this year,
predicts Transnet in its latest eco-

nomic report.
" Although the balance of payments is
still a problem and must be taken into
account when determining what the
government must focus on during a
given period, the emphasis will once
again fall on the curtailment of infla-
tion this year.

The painful process of adjustment
SA must go through to rid itself of the
unacceptably high infiation rate of the
past fifteen years, will therefore be
continued.

The expectation is that the inflation

rate will decline to 11% by the end of

1991. The decline will accelerate —

especially by the end of the year —
due to statistical reasens that are con-
nected with the sharp rise at the end
of 1990.

Thé' coritinued strict monetary poli-
cy will, mean that real interest rates
will be maintained, money supply and
bank credit will be restricted, that the

domestic demand will be subdued, 1m-

RSO R S e awtea oo
w b L e ko
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ports will be restricted and the ex-
change rate will be kept relatively
stable.

“If the policy can be maintained,
inflation expectations may bhe broken
and it will also mean that savings will
rise from the unaccepiably low levels
of the past number of years particular-
ly if a savings-friendly tax policy can
be followed.

“Such a strict monetary policy, sup-
ported by a stable exchange rate will
result in discipline in all sectors of
the economy. All costs and supply
levels will have to be kept well under
control.”

The report says that the negative
growth rate expected in the economy
this year will cause a further increase
in unemployment.

«Unfortunately the increase in un-
employment will not prevent the in-
flux of people from the rural areas to
the cities and it can be expected that
the concentration of the population in
the cities will coniinue to increase.”

According to the report the ex-
tremely poor matric results of black
matric pupils last year, as well as the
composition of the population of SA,
demonstrate once again that it will be
expected of employers in the years to
come to continue to pay a lot of atten-
tion to the internal training of the
available manpower.

REFUBLIC OF SOUTH AFHICA

GROSE DOMESTIC PRODUGT RO (0
FEROENTAGE THANGE
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SLIGHTLY BETTER NEWS? ...
expected to reflect a negative gro

SA's real gross domestic product is

wth rate of 0,5% in 1991 after last

year's negative growth rate of 1%.
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BETTER-than:expected money supply fig-
ures surprised economists and marke
yesterday.wuice 4 o
Slowing-«money’ supply growth co
firmed that credit demand was weakening
rapidly in line with a recessionary eco-

Guidelines for growth in 383
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Graphic: FIONA KRISCH  Source: SA RESERVE BANK
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nomy, but conflicted with the disappoint-

ing inflation figures released on Monday,
economists said.

The money supply figures left room for a .
near-term reduction in interest rates, but
Reserve Bank Governor Chris Stals was

R bn " Guidelines for 1890 stiil looking for a positive downward move

| ‘Upper limit: 15%.,, o in the inflation rate before easing mone-

160 . ,L“‘!i“"'fﬂ?“*ﬂf % tary policy, they said.

p A R P ~ _ Economists welcomed the year-on-year

155 '~ - . drop in the broad M3 monetary aggregate

A to 10,25% in January from 12,38% in De-

150 k- E cember, shown in figures released by the

Reserve Bank yesterday.
(I . The M3 rate of increase eased to 12,57%

145 Ved x L (seasonally adjusted and annualised) in

3 -~ Seasonally adjusted: Q January from 12,99% in December.

140 |- | Bﬁfﬁﬂ%‘;ﬁ?}’{ﬁﬁu e . _ This figure, used by the Reserve Bank to
L1 e, GRS AN Hane) determine monetary policy, remained
NDJFMAMJJASONDUJ within the Reserve Bank guidelines of
89 90 91 11%-15% for 1990,

0 To Page 2
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Simpson McKie gilt analyst Marilyn
visserz*.aid capital market rates fell sharp-
ly within five minutes of the release of
surprisingly low money supply figures.

Nedcor chief economist Edward Osborn
said Stals would probably wait until after
the Budget and the almost sunqltax_lenus
release of February consumer price index
figures before considering a possible inter-
est rate cut.

nd Merchant Bank chief economist
Rtgilf Gouws said the annualised figure
which the Reserve Bank focused on had not
slowed sufficiently to justify an immediate
' t rate cut. _ ‘
mtsetgesdard Bank chief economist Nico
Czypionka said: “The latest money supply
figure is encouraging enough to enable the
Reserve Bank to set lower money supply
growth targets for 1991 with confidence

that these will be achieved.”

—




buaget seminar

to be addressed
by experts

By JOSHUA RABOROKO

AS a result of political and economic develoPmeTis
in South Africa, Sowetan Business, in conjunction
with leading business people and experts, is organis-
ing a seminar to address the implications of tax in
the 1991/92 Budget.

This important seminar, to be held at the Carlton
Hotel on April 9, is part of the Sowetan Business Na-

tion Building campaign. Cow2feini 24 2[:“ .

It is believed that the Minister of Finance, Mr
Barend du Plessis’ 1991/92 budget speech in Parlia-
ment on March 20, will be more interesting and
challenging to everybody because of economic and
political developments in the past months.

Already there are indications that there wil be no
significant drop in taxes - even though Government
had a favourable financial year and the economy has
cooled down significantly in the past year, according

“to early predictions.

+  According to experts the Minister will have little
room {0 manocuvre towards his goal of lower per-
sonal taxes. -

The seminar, whose theme is *‘Sowetan Business
Post Budget and Tax Update,”* will be addressed by
Mr Matsheru Matsheru, leading tax expert, Mr
Trevor van Heerden, chief director of Inland
Revenue, Mr Anthony Chait, head of the tax divi-
sion: Fisher Hoffman Stride, Mr Allan Denny, chief
executive of Andrew Forbes and Company, Mr
Stephen Meintjies, managing director AVF Asset
Management.

For booking contact Suzette Mafuna at (011)
834-7204/5.
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; By Sven Liinsche

Growth in the broad money sup-
ply measure, M3, continued its
recent slowdown in January as
credit extenSion to the private
sector fell back further.

According:to provisional esti-
mates by the Benk M3 grew by
10,25 pereent to lei{l 519 hillion
in the 12 menthe to January,
compared with a revised
growth rate  of 12,38 percent in
December

On an annuel:eed basis M3
grew by e ‘seasonally adjusted
12,57 percent from mid-Novem-
ber 1989, which is the base of
the eurreni;‘gmdehne ear.

In June 1990 the rate of in-
crease in'M3 was 16,4 percent
and deehned eteadﬂ ~‘imt11 Oc-
‘tober’s 10,2 per’. eent* the lowest
since Febrdery 1987 ‘when it
reached 7,7percent. It moved
up to 13,22 p'eﬁ':ent in November
and fell back to 12,99 percent in

December.

Growth in the money supply
has not only been lower than
the prevailing inflation rates
over the last five months, but is
also at the lower end of the 11
to 15 percent target range set
by the Reserve Bank for 1990.

Reserve Bank Governor Dr
Chris Stals is expected to an-
nounce new targets after the
March 20 Budget. The recent
slowdown in the M3 growth rate
coupled with an expected fur-
ther decline in consumer spend-
ing could well see the-target
range dropped to between eight
and 12 pereent for the 12
months'to mid-November 1991.

The rate of increase .in the
narrowly defined M1 in Decem-
ber wae 15,90 percent,. almost
double the growth refe of
7.96 percent in November, while
M2 rose by 13,47 percent, com-
pared with 13,11 percent in No-

+ yvember.
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Vax Sisulu warns @
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on nationalisation

NATIONALISATION was expensive and did not gnaran-
tee the redistribution of wealth of democracy. an ANC
economist attached to the Economic Policy Research
Project at the University of the Western Cape, Mr Max
Stsulu, said last weck.%.j 7 --q; lpe T -
Addrcssi'ﬁg 4 seminar on campus, he sajd nationalisation
was “merely one tool” the ANC would consider while
drafting anew ecnnunuc pohcy
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