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Weekend Argus
Foreign Service

LONDON. — The World
Bank is likely to issue a
loan to South Africa mid
year, if substantial pro-
gress towards an interim
government 1s made.

Yet South Africa will contin-
ue to postpone public issues on
the international capital mar-
ket until an interim govern-
ment 1s formed, said Dr Elias
Links, Special Financial Repre-
sentative to Europe for the De-
partment of Finance at a semi-
nar of the South African
Foundation.

In the meantime South Afri-
can foreign loans falling due
for redemption this year would
be rolled over privately. For-
eign banks, mainly Swiss and
German, tend to arrange sales
of South African issues for

their own private clients.

Dr Links did not specify the
loans that needed to be rolled
over, but said that public issues
would be far too expensive,

South African Deutsche
mark bonds, for example, are
trading above 10 percent, about
more than two percent higher
than other Sovereign Deutsche
mark issues, according to trad-
ers.

Private placements, howev-
er, are also expensive, say
bankers. Clients will only ac-
cept South African paper on
high yields.

Recent Department of Fi-
nance statistics indicated that
around $520 million (R1,6 bil-
lion) of SA foreign currency de-
nominated capital market is-
sues were due for redemption
this year, compared with $320
million (R980 million) in 1992.

Redemptions next year are

lion (R246 million) and zero in
1995,

In 1996 and 1997, however,
about $5650 million (R1,7 billion)
of foreign bonds are due for re-
payment. It is thus evident that
SA foreign reserves will be un-
der pressure this year, unless
the loans are rolled over on fa-
vourable terms. So political ac-
cord is vital.

South Africa’s total foreign
debt is around $18 billion, said
Dr Links and about $1,5 billion
Is due to be repaid this year
under debt-standstill arrange-
ments. A new agreement with
bank creditors must be negoti-
ated by the end of the year, but
in the meantime informal talks
have already begun.

There are several options,
said Dr Links. There could be 3
fourth agreement on reschedul-
Ing or repayment negotiations
with individual banks.

SA’s foreign debt statistics,
however, are now impressive.

estimated to be only $80 mil-

In 1985, South Africa’s ratio
of debt to export earnings was
128 percent and now that ratio
is down to only 65 percent.

“As a ratio to gross domestic
product, South Africa’s foreign
debt, of around 17 percent, is
only half that of Western hemi-
sphere nations.

“About 70 percent of Nige-
ria’s exports service its foreign
debt. Yet the same proportion
of SA exports would repay all
of our debt, said Dr Links.

Delegates at the seminar
sald that South Africa’s dual
exchange rate system was still
a disincentive for foreign in-
vestment.

Dr Links hoped that the fi-
nancial rand would be eventu-
ally abolished, but indicated
that it would take at least 18
months before the authorities
could unify the exchange rate.
Much would depend on an as-
sessment of capital flows.




LONDON — The World Bank
is likely to issue a loan fto
South Africa in mid-year, if
substantial progress is made
towards an interim govern-

ment. - -

Yet South Africa will continue
to postpone public issues on the
international capital market until
an interim government is formed,
Dr Elias Links, special financial
representative to Europe for the
Department of Finance told a se-
minar of the South African Foun-
dation. |

In the meantime, SA foreign
loans falling due for redemption
this year will be rolled over pri-
vately. '

Foreign
and German, tend to arrange
gales of SA issues for their prl-
vate clients,

Dr Links did not specify the
loans that needed to be rolled
over, but said public issues would
be far too expensive.

South African Deutschemark
bonds, for example, are trading
above 10 percent, more than two
percent higher than other sover-
eign Deutschemark issues, trad-

ers say.
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SA forelgn debt Ias'a pér&entage o

Private placements, hnﬁever, i.
are also expensive, say bankers. !

Clients will only accept SA paper
on high yields.
Recent Department of Finance
statistics indicate that around
$520 million (R1,6 billion) of SA
foreign currency-denominated
capital market issues are due for
redemption this year, compared

with $320 million (R980 million) in
1992,

Redemptions next year are €s-

timated to be only $80 miilion

(R246 million) and zero in 1393v.
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In 1996 and 1997, however, about
$550 million (R1,7 billion) of for-
eign bonds are due for repay-
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It is thus evident ihat_ SA for-

eign reserves will be under pres-
sure this year, unless the loans
are rolled over on favourable
terms. So political accord is vital.

South Africa’s total foreign
debt was around $18 billion, said
Dr Links and about $1,5 billion
was due to be repaid this year
under current debt-standstill ar-

rangements. .

- foreign investment.

" A mew agreement with bank
creditors must be negotiated by
the end of the year, but in the

' meantime informal talks have al-

ready begun. _
There were several options,

,* gaid Dr Links. There could be a
- fourth agreement on reschedul-
% :ing or repayment negotiations
g with individual banks,
> 8A’s foreign debt statistics,
" * however, are impressive.
. . In 1985, the ratio of debt to

rt earnings was 128 percent

“» and now that ratio 1s down to
; ‘only 65 percent.

As a ratio to gross domestic

SN product, South Africa’s foreign
. debt, of around 17 percent, is only
‘half that of Western hemisphere

nations, - -. ,
“Ahout 70 percent of Nigeria’s

exports service its foreign debt.
Yet the same proportion of SA’s
exports would repay all of our
debt,” said Dr Links.

" Delegates at the seminar said

‘that SA’s dual exchange rate sys-

tem was still a disingentive to

Dr Links hoped that the finan-
cial rand would eventually be
aholished, but said it would take
at least 18 months before the
authorities could unify the ex-

- change rate. Much would depend

on an assessment of capital flows.




OVERTY-stricken families I — - -
make up a smaller propor- ° | :
tion of the rural population
than about five years ago, M H OH. HH. m ﬁ @ H;H m
pOOTI of SA on the|
AN 5 250
age of the total rural population. The
“gery poor” made up 50% of the
Em.mm rural population in 1990, down

according to a recent study on
from 58% in 1985. The “very peor” . - -~ —_—

“Exporting” of poverty probably
also accounts for the fall in the actu-
al number of rural poor in the prov-
} inces (non-homeland rural areas). In
commercial farming areas, a prefer-

ence for skilled labour appears to .
have combined with the drought and .
debt crisis to displace significant ..
numbers of unskilled farmworkers
and their families. .
However, the report states there 1s ~
no doubt that increased social trans-
fers by the state made a large contri--
bution to cushioning the blow of neg- = -
ative economic factors. Average okd
age pensions received by Emﬂ.ﬁm,m
grew by roughly 50% in real terms_
between 1980 and 1987. The number ,
receiving old age pe£nsions Eﬁ.nﬂrr
more than 40% over the sante period, -
By 1985, 56% of households were re-
_ céiving old age pensions. ey

sources as time was limited, was
handed to the World Bank last week.
The authors are Simon Bekker and
Catherine Cross of the University of
Natal's Centre for Social and Devel-
opment Studies, and Norman Brem-
berger of the university’s economics
department.

¢ study emphasises that num-
bers of _.ﬂnau have fallen as a percent-

et

Rapid growth in the core econony
would benefit poverty-stricken: =
households, but the rurai poor would

rural poverty in SA conducted
for the World Bank. On the face
of it, it seemns SA has Emnm some
small progress in curbing rural
- GRETA STEYN
are defined as »wmcﬁ_m living in rural
honseholds with annnal incomes of
mmcaanu_mmmﬁmmmﬁﬁnmmveummm
mﬁﬁnﬁﬂﬁmnmﬁqﬂﬁﬁmmuﬂ?

poverty.

The report, based on secondary
ban Foundation incomne distribution
model.

—_._“ is important to note that absolute
numbers did not fall; the growth in
the number of poverty-stricken peo-
ple was slower than the growth in the
overall population,

Some academics regard the fig-
ures noted in the study as some small
progress because of “trickle-down
effects”. The Urban Foundation in-
come distribution study said “unless
i economic growth drops to very low
levels indeed, further progress
against poverty can be expecteg dur-
ing the first half of the 1990s”.

By contrast, the authors of the
World Bank study emphasised that a
statement on *‘across-the-board
gains against poverty” was open {0
question. “It is questionable whether
or not the apparent small percentage
decrease in the proportion of rural
househoids in poverty represenis a
signficant gain in rural development
terms.”

Are the trends in rural poverty
over 1985-1990 to be viewed as pro-
gress or not? Do these trends signal
any important conclusions for policy
formulation? One needs o examine
the economic factors that have af-
fected rural poverty.

The study notes that economic
growth in the homelands (including
the TBVC states) has been more rap-
id than the rest of the country, both
in aggregate and per capita terms.
Gross Geographic Produet per
capita in the homelands rose at ai-
most 6% per year in the late 1980s,
compared with less than 4% in the
1970s and 5% in the early 1980s. (In
absolute terms, there is still a very
large gap between per capita GDP in
SA and the homelands).

“To conclude from this, however,
that the average black rural home-
land household is better off (and that
the poor and very poor rural house-
holds have also benefited through
trickle-down) is too simplistic,” the
report says. It emphagises the struc-
ture of economic growth in the
homelands did little to benefit them.

Economic growth in the home-
lands reflected two factors — firstly,
civil servant remnuneration and, sec-
ondly, large agricultural projects
and farmer-settiement schemes. The
agricultural projects made large
contributions to homeland economic
growth, but often made a loss and
were too capital-intensive. The study
notes that the redistributive eifects
of these projects on communities
were s , It also questions the ex-
tent to which civil service remunera-
tion contributes to the redistribution
of weaslth beyond the urban and rural
bureaucratic elites of the homelands.

If economic growth in rural areas

should be discounted as making any
contribution to alleviating poverty,
to what extent did remittances from
urban areas play a role? While the
number of migrants rose aver the
last decade, formal employment did
not grow at the same rate. There was
real growth in black wages in the
non-primary sectors, but there was
evidence of moderate real wage de-
clines in less skilled occupations.

The flow of real remittances did
not rise, the authors argue, and prob-
ably fell in the last few years of
declining SA GDP since 1989, (They
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A relatlva dacline in rural poverty is partly due to its “"export™ to tho cities

noted, however, that the Urban
Foundation model on which the stat-
istics were based assumed a real

- Increase in remittances between
1985-1990). '

The possibility that better condi-
tions in the cities were “trickling
down” to rural areas was further
scotched by trends in urban poverty.
The study notes that in the five years
since 1985, poverty in urban areas
had risen by 28%. The rapid rise in
the numbers of urban poor repre-
sented poverty “exported” from ru-

. ral districts.

iy

probably be the last to gain fromi:-
economic expansion in SA, the repart ;»
argues. This implies the need for spe- °

cific action to deal with poverty, of =

which direct transfers ffom the statg -

seem to offer the best results. '~
But, the authors add: “In the ab- -
sence of a viable rural economy, prox -
viding employment and oppottuni-
ties for production, transfer.
payments may be ‘credting a depen- -
dent welfare cualture” Channeiling

further direet assistance into rural, -
districts carries a high risk of pro-. ;-

moting further dependence. . -

S

- - - - ., T._....__
— he authors recommend HEEW..*

menting public works programmmes: .

linked to infrastructure and service
delivery. They also call for assist--
ance with agriculture, and education.
and skills training, and emphasise -

the need for effective rural govern- -

ment. Breaking the isolation of rural
communities is important. Ca
While the report is yet another im
an endless series of studies on the SA-
economy, its analysis focuses on the:
truly destitute. It places the -
million people defined as “poar’™
firmly on the economic agenda,
Economic policymakers should
take note when they decide on mat-
ters such as the zero-rating of VAT,
equalisation of pensions, job creation: .
programmes, support for small busi-
ness, support for capital-intensive
export projects, and monetary aid
fiscal policy.
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BUSINESS Aim to develop and retain skilled labour ® Tanzanian academic for Soweto

By Mzimkulu Malunga

ITHOUT economic improvement,
Africawillnotbeabletostopthe
brain drain, says William Saint,
highereducationspecialistinthe
human resources division of the

World Bank.

Interviewed in arecent isstte of a World Bank
publication, World Bank News, Saint argues
that while the continent’s economies struggle to

lift themselves out of the doldsrums, certain -

interim measures could be applied to halt the
flight of skills out of Africa.

Performance incentives, merit rewards, ac-
cess to compulers, opportunities for remuner-
ated research and occasional partictpation in
international scientific meetings are some of the

mD..,..mTf Ni_ g w
E BRAIN DRAI

Exodus of skills mHoB Africa

must be %ﬁ@ﬁ%& at all costs:

measures African govermmenis could apply to
stop massive migration of skilled labour.

Many institutions of higher Iearning in Africa
are experiencing problems in keeping talented
academics on campuses.

A sharp decline in funding has eroded sala-
ries, making it hard for universities to produce
graduates equipped to compete in national and
regional labour markets.

In many countrics, a holder of a doctorate
degree may earn about the equivalent of R900 a
month. Leclurers in certain countries earn as
little as R57, which is barely enough to buy food

. A —

for the E_nnw

sionals leave their countries to _ncw for greener
pasturcs elsewhere — mainly in Europe and the
Americas.

A factor which compounds the situation 1s the
fact that enrolments keep increasing. The conti-
nent’s university population grew 61 percent
between 1980 and 1990.

On the other hand higher education’s share of
African governments’ budgets dropped from
19,1 percent in the early eighties to 17,6 percent
towards the end of the decade.
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Stals 'seeking d:.,g,,ml__)I;,A%‘Z

L.ONDON — South Africa would
seek a new rescheduling agree-
ment with its commercial bank
creditors before the current
pact expires at the end of 1993,
the Governor of the Reserve
- Bank, Dr Chr
terday. < /
The current arrangement
covers $5,5 billion of SA’s total
external debt of $18 billion, the
rest not being stibject to any re-
strictions over payment.
“Before the end of this year,
we will have to come {0 a new
arrangement with the foreign
creditors on what’s going to
happen to that debt,” Stals said.
The central bank governor
was In London to address the
City of London Central Banking
Conference organised by City-
forum and sponsored by the
World Gold Council.
Stals said that theoretically

is. Stals, saigl yes-.
. SRS, S it S

the $5,5 billion would immedia-
tely become payable unless a
new agreement was reached.
He said the debt was small in
terms of developing country in-

. debtedness worldwide, but was

x
- -l*

a serious problem for South Afri

ca whdse total foreign teserves ¢ .

amounted to $3,5 billi?n.

Political change

“The major problem is that
we have a country that is un-
dergoing major political chan-
ges. It’'s a matter of time before
a new kind of government takes
over responsibility,” said Stals.

This made it very difficuilt to
enter into a new agreement
with the country’s 230 commer-+
cial creditors at this point.

“Ideally, we would like to

have not only a longer-term ar- .

rangement, but a final arrange-*
ment,” Stals said.

“South”Afric 3ha§ made sub-
stantial repayments on its for-
eign debt over the last eight or

nine years and we will want to
continue and repay that total

" amount but, obviously, it will

have to be spread out over a

yeasonable period of time.”

- One banker, ‘who was in-
.volved in the negotiation of the
-current rescheduling

pact, said
SA would have little difficulty

in selling such a deal to credi-.

tors.

The debt has been subject to
three rescheduling arrange-
ments since international banks
imposed a freeze on new credits
to South Africa in 1985.

Stals said that under the cur-

rent rescheduling, SA would pay
banks three instalments this

. year. Taken together with its

Other commitments, the coun-
try would pay $1,5 billion this

e

scheduling

Stals said relatl between

SA and the multilateral fipan-

cial institutions were gradually
being normalised. (g S-e )
Studies™>——

He said the World Bank had
been carrying out feasibility
studies in SA and that the Inter-
national Monetary Fund (IMF)
regularly carried out consulta-
tions.

“But so far we have not had
to apply to the IMF for any fi-
nancial assistance and the
World Bank has not committed
itself to any assistance to SA,
pending political develop-
ments,” Stals added.

“All these things will become
much easier when an interim
government is in place.” ~-
Sapa-Reuter.
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DEVELOPING AFRICA can only
happen through creation of wealth
and employment. Since the basis
of our wealth is the “primary” sec-
tor, I was thrilled to meet an entre-
preneur who wants to build a tan-
nery. What could be better? The
Sahel has been for a thousand years
the preducer of meat and hides for
the Coast. Lagos feeds on the cattle
from Kano and Sokoto. In Accra
and Lome, they consume meat from
the regions of the upper Volta riv-
ers. Abidjan feeds off the cattle
herds of Mali, at least until the
European Common Market started
dumping surplus meat along the
Coast. (And the Europeans pretend
that they are aiding Africa?) But
even if we cannot sell meat like we
used to, we still have lots of cattle,
.and good tanning adds value to the
| product. ‘
Mali’s national production of hides
and skins is around 10,000 per day.
My friend Mustapha (not his real
name since this is unfortunately a
true story) wants to put up a tan-
nery with a maximum capacity of
2,000 per day: and he has a fairly
|- ambitious target-to-tan 50,000 per
“month,“which is-a high'percentage
‘of ‘the" detudl production of sKins
| “arotind the capital city of Bamko.
" As-yoir would ‘expect,there-is al-
-ready; one tannery which doesn’t
“work::The French built it in 1978
-ini the far 'west of the country beside
Beriegal.- It has a potential output
“of 2000. hides per ‘day, far-foo big
“for:aTémote corner of Africa: Now
“why'did the French,and Germans
“funhd 4 tannery; which in the:five
»years 1979-84. workedgpasimodi-
“-allyfor only: 19 monthis, and then
- gtopped ‘with'a cuinulative debt of
$6:million? According to .a UN
analyst, the tannery, was.built to
“produce “wetblue”;:partially- fin-
ished. hides: et there-is an enor-
- mots pigmeéntationy.

—r b - i ey
'

-~ the river,

Al —awr - g,
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Senegalese said nothing.
Mustapha felt a little less conil-
dent. “You must understand,” he
said, “that I have not designed this
tannery to make a quick profit. In-
deed, the Ministry likes it because
it is intended to ensure a long-term
regular income; and provide long
term employment for the 31 em-
ployees. It will help my country to
exploit more profitably its natural
resources. In September 1991, the
French suddenly closed their mar-
ket to all hides and skins which did
not meet new and rigorous stand-

ards. There is no tannery in Mali -

which is equipped for this. So we
will not only be making a profit fof
our tannery, but for the whole of
the cattle industry of Mali.”

The World Bank delegation did
not respond. They studied the pa-
pers. The Frenchman spoke again.
“The problem ees your water treat-
ment station. It is going to cost you
$320,000. It ees also expensive to
run the treatment station. Take
that out of ze project, and you get a
far better rate of reeturn from your
tannery.’ |

Mustapha’s mouth fell open. “But
I cannot possibly take the treat-
merit station out of the project! If I
do that, I have to pump untreated
effluent into the Niger River.” “And
your tannery becomes financially
worth supporting, “ repliéd the
Frenchman. The American nodded.
The Senegalese remained ‘silent.
Mustapha pulled-himself together,

‘and sat forward on his chair: “My
treatment station will clean up my

. effluent, and also produce water

which I can drink! It will also allow
me to recycle 50 per cent of the
chrome, and therefore reduce my
chemical imports. If I cut out the
treatment station, I shall have to
pump untreated animal detritus mto
together with.live-chrome
. and sulphur. After three

- machine; instatled for” 5

- [
-~
- -

e years, that part-of the
river-will be dead. You

| :“finishing” hides, which
{never;:has.and DeVer. 4
17 could: functior AnFe

'
L
'

climate.

=1

utcha®

_ it why?1 wonder-whether it has
| :anything to do with'backhanders?: L
{=do:not knowthe:truth; but I sure
|““know that it ain’t Ydevelopment”.
-~.Mustapha’s.tanhery:needs.fund-
Sing-for around $2 million. Hle'can
. taise up to 20 per ceiit, and needsa
_“bankiloan for the rest. The biggest
“lending bank around thesep arts is
| - thie-World ‘Bank,, and naturally
“Mustépha was excited to be invited
-~ to present, his project to a'delegation
-from ‘the ‘bank. “The:factory ‘will
- produce 31 jobs”; he explained, “and
“in-addition to these there will be
—extraprofit and sdditional jobs from
{the byproducts.' The horns can be
| ‘ctit up, using a simple circular saw,
1 and different parts can‘beused to
produce bone-buttons,-bone’ carv-
- ings, knife-handles, and hair combs;
--and we-can utilise even from the
- soggy ‘base of the horn, which will
:be'ground into organic fertiliser.

y:Robert Lacvill

. weeks back, I met a World Bank of
- cial who
. station with joy! He was looking at

. mustagreethatitisout
of the question?” The two white
men shook their heads at him. The
Senegalese looked uncomfortable,
aveiding Mustapha’s gaze. :
Mustapha tried again. “Only a few
Ti-
greeted my water treatment

environmental impact, and when
he saw the way in which my tan-
nery was set up, he offered me
congratulations! Surely you can see

~ that the first 20 per cent of the costs

go into protecting the environment,

" and it is that and that alone which

‘makes the other 80 per cent possi-
ble? You shouldn’t be crificising my

~ plans: you should be offering me

ari environmental medall ” ©
“Monsieur Mustapha, I am sorry
to tell you that the environment

- conies under the Agriculture Divi-

sion, and theéy have nothing to do
with us. We are from the Finance
Division, and ‘we have to tell you

1
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Opinion

IT IS now common cause between the major parties — and
boot— that the longer South Africa takes to get its political and constitutional
house in order, the bleaker its economic prospects.
government have evidently agreed to let this linkage force the pace of
In a sense, both sides have acknowledged they are under equal
pressure from the sanctions applied by the invisible hand of the marketplace.

In most respects, this is an excellent development. But, as always, there are
tation to exaggerate the economic conseguences of
h order to impose quick-fix constitutiongl arrange-

negotiation.

downsides. One is the tem
not reaching a settlement
ments from the top down. Another is the oversell-
ing of the degree to which aid and investment will
start gushing in once a non-racial government has
been established,

Third, some of those making this dubious pitch
may actually believe it themselves and thus feel
less Inclined to abandon certain old and cher-
ished ideas, confident that whatever they do will
be subsidised by an outside world anxious to
assist in building a new South Africa. This is a
dangerous delusion.

Foreign donors and lenders may have encour-
aged it elsewhere in the past. Now, thanks to
mawm..mmnnm and tight resources, they have been
obliged to re-evaluate.

Exuberant abandon .

A clear understanding is therefore needed of
what will actually happen on that glorious da
when the ANC finally decides to declare Sou
Africa open for business. Or at least of what will
not happen. In which regard, consider the World
Bank, an institution which many who should know
Mnmﬁmu persist in regarding as the ultimate sSugar-

addy.

A lot of people seem to have got it into their
heads that as soon as some kind of interim govern-
mernt is in place — whether it be the transitional
€Xecutive that is supposed to take over aroupd
mid-year, or the elected assembly pencilled in for
early 1994 — the bank will begin shovelling cheap
money into the economy with exuberant abandon,
Jehn Chettle, former director to the South Africa
Foundation's Washington office, has bredicted
lending on the order of a billion dollars a year.

The same figure appears in promotional litera-
ture for. the forthcoming “Made in USA” trade
exXpo in Johanneshurg, whose. organiser, David
Altman, says he got the number from banks and
Mﬁ%u supposedly knowledgeable sources in South

ca. .

Such projections betray a basic innocence of
what the World Bank is and how it operates -— an
innocence, it must be said, for which E@m bank's
wﬂ: publie relations mackinery is partly responsi-

e.

Two kinds of loans

Last year, I asked Marilou Ingram of the Africa
Department's external affairs office for help in
straightforward description of how
World Bank loan worked. She gave
me a stack of policy speeches by the department’s
chief, Edward Jayeox, What I needed was the
disbursement handbook

The key concept to haul aboard (and 2 phrese

RS WER b Ripa ATV A 10y DA ~y Tk TV o

nﬁnw did not once pass Ingram’s lips) is the project
cle.

The International Bank for Reconstruction and
Development — which is the bit of the bank South
Africa will chiefly be dealing with since, at this
stage anyway, its per capita GNP is tao high for it
to qualify for the concessional support of the In-
ternational Development Agency — offers two
basie kinds of loans. .

One, by far the larger category and accounting
for 70% of current lending, is for investment pro-
jects. The second is to assist pre-agreed sectoral

cial lenders, - ]
Projects typically financed by the bank encom-
pass agricultural and jndustrial development,
transport, education, health and nutrition. Bor.
rowers have to work out for themselves what they
need, though the bank helps identify priorities.

advise the borrower when there is one. There isn't
gne currently because the bank’s executive board
has decided it will not lend until there is a govern-

ZE._mEmmmmm, stage one in the cycle — project
identification — cap be said to have begun, Areas
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In which the bank thinks it conld make g contribu.
tion include health and education (flnance for
clinte and school construction and training for
teachers and medical staff) and urbanisation.

One strategy under consideration is {0 invest in
water and sewerage in areas outside ¢ity centres,
The idea is to raise land values and mobilise
capital for housing development. ;

At all events, it will be up the the new govern-
ment to make the final cut on what it wants to do.
The process generally takes between one and two
Soars, according to the bank's guidelines. In Soyth
Africa’s case, allowing for work already done, say
d year from the time the government become eligi-
ble to borrow.

The next stage is project preparation. The bank -
) plan, which must, among -
other things, take into account whatever happens .

needs to see a detailed

to be the institution's fixation du jour. Women and
the environment top the chart at the moment.

Planning is largely the borrower's responsibil-
ity, though the bank is generally willing to advance
up to $1 m (about R3 m) per project from its Pro-
ject Preparation Facility. Help can also be sought
from UN agencies, regional development banks
and bilateral donors. This phase tends to last
between one and three years.

Turning sour

Presently, it would be wise to err on the longer
side. A recent review of the bank's project portfo-
lio, the Wapenhans Report, has reveaied that the
share of projects with “major probiems” has been
rising steadily, to
Africa,

Thirty percent of Projects in their fourth or fifth
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which is considered
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Bank

by many who should know better as the

ultimate sugar-daddy.

year of implementation were judged to be turning

sour, including 43% of those
“This may mean lopger

supply and sanitation.
preparation time," wrote
Preston in a eover note.

dealing with water
bank president Lewis

Assuming South Africa is recognised as a hor-

rower by year’s end, chane

es are it won't be ready

to present the bank with acceptable plans before

1998. Even then,

n9 funds -will

begin to be dis-

bursed until stages three and four — appraisal and

negotiation — have been
consume the best part

completed. These can

of yet another vear. At

which point loan proceeds are placed into the
‘pipeline” to be tapped as work on the agreed

projects moves ahea

YeRrs.
- To be sure, there is

to the bank’s satisfaction.
The lifespan of the standard project is E.u:u_.u._ six

also the possibility of an
-adjustment loan not tied to any specific project

But this will not be instantaneous either, The new

| ‘. government will not only h

rve to justify it, but also

- commit to certain economic policies and convince

the bank that they are su

beyond the capacity of an interim

éven an elected oae.

stajnable. This may be

Eovernment,

Furthermore, such loans do not come in lump
sums, but rather in tranches payable as agreed

reforms are implemented.
borrower to

Most are to enable the

purchase an agreed list of imports.

Generally, the borrower must prefinance the
imports and claim reimbursement later.
None of this is to say the bank won't be helpful.

. It will be, as a lender, ad
investment by aothers.

It may even be a usefyl

viser and stimulator of

scapegoat. But it isn't

going to provide any fast fixes. No one is poing to

do that. There are no sug

ar daddies.
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Own Correspondent

LONDON, — The time is ripe for
the World Bank and other global
donors to support peace initia-
tives and to redress the legacy of
apartheid, the Financial Times
of London said on Monday.
An editorial’ said the power-
sharing proposals agreed by
President FW de Klerk and

orld Bank ‘must

ANC president Mx Nelson Man-"

dela were a vlctnr:y for pragma- ',

tism.

But it was 1mperat1ve for the help redrgs
proposals to encompass Chief - cy.
Mangosuthu Buthelezi, whose.
denunciation of the agreement’
over the weekend, “augers iil”.

The paper salci the govern-
ment and ANC shpuld how ‘““in-

-I.
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‘vite the" d=Bar
. donors to support health eduﬁ%

- tion and hnusmg prugrammeSrtﬂ
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way to meet the 4spirations’ Df
black South Africans, tlie betfer:
prospects ﬁ}r a new admmlstrg;
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From—
Simon Barber

in Washington

| SOUTH AFRICA’s multi-billion
rand commercial space launch

programme could prove a serious
impediment to World Bank and

decides fo continue subsidising it,

assistant-secretary of State for
" Africa Herman Cohen warned in a
- farewell interview.

. to have to decide whether this is
' something they want to spend
money on ... the IMF and World
Bank may have trouble giving
South Africa cash and having it
flow into this sort of project.”
Armscor-successor Denel and
its subsidiaries,- Houwteq, Som-
‘chem, Kentron and Eloptro, plan
to launch a low-orbit imaging sat-
| ellite developed:with a UK firm,
{- Surrey Satellite Technology, from
| the De Hoop range in 1995.

If sufficient foreign investment

can be found, the Denel group
1 hopes to beecome a‘major competi-
}'tor in the currenily glutted and
stagnant commercial lJaunch busi-
ness.

The US, the largest World Bank
and IMF shareholder, already
| takes a dim view of the pro-

gramme, and fears it may contrib-
ute to the spread of “weapons of
'mass destruction”. _

IMF loans if a new government

“The new government is going -

||||||||||||||||||||||||||||||||||||||||
- iyttt S DI T

MANAMA, Bahrain: South Afri-
ca’s arims industry has turned
its back on Israel as it contin-
ues to woo the Arab world.

A senior official of Armscor this
week told a Gulf state newspa-
per that the company intends
to cease military co-operation
with the Hebrew state.

The close military co-operation
which linked South Africa to
Israel was the result of its
“needs” and with the end of
those needs South Africa “is
moving to end that co-opera-
tion,” said Tielman de Waal,
executive general manager of
Arimseor.

Mr de Waal was reported in the

daily Al-Hayat as saying that
although “there are still a num-
ber of contracts being execut-
ed wiih Israe), these will not be
renewed”.

PRy rr—— e T

Despite assurances from Presi-
dent W de Klerk that the inten-
tion is purely civilian and peace-
ful, Washington believes the
hooster Denel is developing could
easily be converted into a long-

range ballistic missile.

In 1991, the Bush administration
was obliged by Congress to slap a

||||||||||||||||||||||

He made these remarks at the
four-day IDEX 93 arms show
that ended this week in neigh-
bouring Abu Dhabi.

South Africa and Israel have had
military links for years, mostly
involving hi-tech weapons such
as fighter aircraft and missile
systems.

Speaking from Abu Dhabi, where
10 of Denel’s divisions exhibit-
ed more than 90 products , Mr
Johan Alberts, managing di-
rector of Denel, said the ¢om-
pany was going all-out to posi-
tion itself as a global player.
The drive is aimed at the South
African and international mar-
kets and concentrates on ar-
maments sales as well as in-
dustrial and commercial
products, Mr Alberts said.

— Foreign Desk

total embargo on Armscor after
determining that it had received

booster components from Israel .
— on whose Shavit-class launcher *

|SA missile technology|
lcould hit 1

<{Twe, 2112]92,

MF loans

remain, under indictment for a

massive arms smuoggling opera- |

tion.
The sanctions now apply to
Denel and its subsidiaries.

Mr Cohen, who is to be replaced |
in mid-March, appeared to be |

sympathetic to the South African
position, stressing that the sanc-
tions — which have also been ap-
plied to firms in Russia and India
— were the idea of Congress, not
the administration.

“Anti-proliferation in the psy- |

che of Congress is like anti-com-
munism was in the 50s. You must
by all means prevent every gov-
ernment that does not have mis-
sile technology from getfing it. We
don’t care whether they’re friends
or enemies, we must prevent it.”
South Africa has made various
proposals to obtain a waiver from
the sanctions, including a promise
not to export its technology.
There has been an offer to open
facilities for inspection, and Pre-
toria has asked to join the Missile
Technology Contro! Regime, a
club of nations which have the
technology and have pledged to
restrict transfers to non-mem-
bers. |
The problem, said Mr Cohen,
was that “our experts tell us that
“you take a space launcher and

the SA programme is based. * 2+ turn it 45 degrees and then you've

The administration was not:
well disposed towards Armscor at
the time. The company and
several subsidiaries were, and

e |

_

~got a missile launcher, Therefore
we can’'t consider South Africa to

be free of the proliferation
threat.”
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N World Ban t
‘wait and see’s 1<,
By Mzimkulu Mal

- ONCE South Africa has access to
international finance, relations
with the World Bank will be more
symbolic thanreal, says the Stand-
ard Bank’s economic division.
According to an analysis on
possible future relations between
South Africa and the World Bank,
that institution is likely to adopta .

wait-and-see attitude towards this
country \{j 5177 .
Quotisg sources within' the

World Bank, Standard’s econo-
mists report that officials of the
World Bank say they will not lend
money into what they term a
policy vacuum, meaning South
Africa has to clarify its economic
policy. Even then, the World
Bank’s response will depend on
its acceptance of such a pro-

gramme,

| Policy VE' um
ikeély
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A FEASIBILITY study for the
world’s largest game reserve, which
would cross at least three interna-
tional borders, is under way in
Mozambique with the aid of World
Bank finance. £/f) d _?/)

The Transfrontier
as the area would be known, would
link areas south of Maputo Game Re-
serve with the Kruger National Park
and extend to Swaziland’s Llembom-
bos and Malualua reserves. Event-
ually the conservation area could in-
clude Zimbahbwe’s Gonarezhou
National Park.

When the scheme was first dis-
cussed in mid 1992, the World Bank
agreed o pay $24m in two instai-

ational Park,”

ank helps
N massive park

MARIANNE MERTEN

department adviser.

The study, which involves Mozam-
bican and international experts, will
look at security issues and how an
international border running through
the conservation area would be
Imanaged,

Said Soto: “We are going through a
delicate political phase in which Ren-
amo is playing an important role. Qur
project must go harmoniously with
this process.”

Poaching in Mozambique’s game
parks is rife and has decimated wild-
life, although no statistics are avail-
able because of the 16-year war.

It is estimated that the pre-war

ments. The Global Environmental ,elephant population of about 300 in

Facility also supported the project.

“The area was identified as a
unique and complementary ecosys-
tem, although artificial boundaries
exist,” said Mozambican Department
of Forestry and Wildlife director
Batolomeu Soto.

Ancient east-west wildlife migra-
tion patterns will be re-established if
the Transfrontier National Park is
set up. Mozambique’s tourism poten-
tial would also increase.

The department was looking into
the possibility of ecotourism and
hunting safaris to attract overseas
tourists and foreign currency, said a

‘Spread of docto

PRETORIA — There was
an uneven distribution of
medical practitioners in SA
resulting in critical short-
ages of medical manpower
in rural areas, Health Min-
ister Rina Venter said.

Speaking at the Polish
embassy at the weekend,
Venter said the health
stafus of SA compared fa-
vourably with other devel- -
oping countries, but gov-
ernment was “aware of the
inaccessibility to health
care by the major part of
our population”,

The shortage of doctors
in rural areas and the inac-
cessibility of a quality
hiealth care service was be-
ing addressed in the plan-
ning of health care strate.
gies, she said.

Rapidly increasing ur-

g R L i L B
e _rI._.J.' J.'—I IrJ |I -1
'frleJ.r.g..r;-l.u_.?lu.u._.. ARG

ADRIAN HADLAND

banisation had also had a
profound influence on the
health status of communi-
ties in informal housing set-
tlements on the nuts% ts of
“It is therefore -
standable that we have giv-
en a high priority to prima-
ry health care services as it
is of vital importance.”
SA’s population growth
of 26% a year, together
with the fact that about
38% of the population was
under 14 years old, had add-
ed to the difficulties of pro-
viding health services of a

high standard, Venter said.
The World Health Or-

towns and cities.

Reserva Maputo has declined to 50,
Only 5000 of Reserva Marromeu’s
59 000 strong buffalo herds had survi-
vied, said the Forestry and Wildlife
Department’s adviser.

Both Renamo and government fi-
nanced the war through illicit ivery
and rhino horn trade, and rural com-
munities killed game for food.

The Transfrontier park would link
Mozambique’s Banhine and Zinave
National Parks. Areas between them
would be allocated as multiple utili-
sation resource areas, where local
people would be involved in the
management and land utilisation.
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E tﬂrr;3 ta'rget for the
year 2000 was at least 5% of
a developing country’s
GDP being devoted to
health care. SA’s total bud-
get allocation for health
was around 11,2%, she said,

Venter paid tribute to the
“significant achievements”
of Polish medical practi-
tioners practising in SA's
urban and rural areas, The
work of many Polish doc-
tors as well as their contri-
butions to medical research
invaluable,

More than 7 000 Polish-

born people were resident
in SA, while 503 Poles im-
migrated to SA last year.

T recession and retr ént |
of senior managers has ied to the |
mushrooming of one-man training §

comnsultancies, sources iy the in- |
dustry said. g 40 /f? 5‘7] 7? 5 |

They complained that there §
was little control of these consuit- !
ancies, no regulatory authority |
and no sign that government §
planned to intervene, :

First National Bank small busi-
ness unit manager Willie Holl said §
there had been an increase in con- |
sultancies as companies re- |
trenched senior management |
staff to reduce costs.

It was difficult to find employ- |
ment at senior levels, and §
retrenched managers usually re- |

sorted to starting up consultan- §

cies. Most common were in the §

communications and manage- |

ment fields, ._

Business Skills Consnlting §
Group’s Peter van Ryneveid said |
initial costs of starting one-man |}
consultancies were not that high, §

Companies were using a pum- §

ber of them since it was cost- |
efficient to employ a training con- §
suitancy rather than maintain a
massive training department.
Van Ryneveld believed chances
of government regulation were §
slim in the foreseeable future.
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World Bank could grant SA $150m in loans;
. i Sromals ke 100 (y3 15-year maturitiesand interest
_ A 1! rate of 7%-8%. 39'53)[‘

SA caniexpect fo.receive-about $150m n
$140m in the case of Mexico and SA’s level of per capita-income

in assistance from the World Bank,
according:to a Standard Bank report.

"It said indications were that the $164m in the case of Brazil.”

World Bank had classified SA in the

“If one looks at the total amount of
officialdevelopment assistance ex-
tended to both of those countries in
1990, then ‘as a-proxy for the sort of
amounts: which:SA might have ex-
pectedito receive, these amounted to

= 'I'-:-:Ii -J' | Rl )

same:grouping as Mexico and Brazil.

It said discussions with the World
Bank indicated most assistance
would be in loans from the bank's
International Bank for Reconstruc-
tion and Development (IBRD).

Conditions for the repayment of
the loans would probably include a
four-year repayment. moratoriurn,

I"""

rendered it largely ineligible.-for
many of the bank’s initiatives:which
had been developed specifically:for
structural adjustment in Afriga;%':—
Although it had been suggested
that SA could hope to benefit fromas
much as Rlbn in bank assistance
once relations were mnofmalised,
there was, in thenr'_?r, no uppet':'linﬂt.-
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DESPITE present difficul-
ties, there could be bright
prospects for SA in the future,
says a draft World Bank
paper. .

“But no miraculous solution or
way out should be expected from
either the total removal of the
apartheid system or some ex-
traordinary windfall coming
from a favourable terms of trade
shock (such as a sudden rise in
the price of gold),” bank staffers
say in a discussion document.

The paper is likely to become the
formal bank position on SA once re-
sponses have been solicited from key
parties locally.

The document has garnered some
support from the ANC. Economics
nead Trevor Manuel told a press con-
ference on government’s Normative
Economic Model that he preferred
the bank’s approach to that of gov-
ernment’s.

The World Bank paper says a vir-
tuous cycle of economic effects can
be launched in SA if the relation
between economics and politics can
find a co-operative mode of expres-
sion.

It identifies a three-point strategy
to reform the SA economy:

® Restructuring the budget to
raise public investment in areas of
infrastructure and publicly provided
services. This should be targeted to-
wards the poor and underprivileged.
The authors want to resirict the
growth of recurrent expenditure in
the budget.

® Upgrading the skills of existing
workers by improving skills in the

A
i

[ P AP LY
AR

.

|"

IR LR
Yedtond

By KEVIN DAVIE

short-term and investing in human
capital in the longer-term.

® Creating a stable and export-
orientated business environment by
encouraging a shift in the orientation
of the manufacturing sector towards
exports in the short-term while pro-
viding a longer-term commitment to
a stable export-orientated environ-

ment. |
Impediment

Serious upgrading of skills can
only come about through the efforts
of the private sector: “One viable
solution could come through a pact
hetween major employers and trade
unions through the provision of train-
ing in widely applicable skills.

“The trade unions would play
their part by agreeing te limits on
strikes and other activities which
disturb industrial peace.”

A central point is that industrial
relations problems have become a
major impediment to indusirial de-
velopment, and a pact should there-
fore have the effect of encouraging a
revival in private sector invest-
ment, the paper says.

The authors see two rays of light.
If a political settlement is reached
and social and political instability
diminishes, this should ease SA’s
capital constraint.

“Although conditions in worlg
markets are not at their most en-
couraging, a political settlement
would have the effect of opening
access to financial support from
both bilaterals and the major finan-

cial multilaterals (including the
World Bank).”

The second ray of light is that SA
has the rare distinction among up-
per-middle income countries of pos-

. Sessing a low external debt-to-GDP

ratio.

“Given foreign finance, a path of
growth and redistribution will be
less vulnerable to external con-
straints during its transition.”

Provision for both education and
training has been inadequate on dis-
tributional grounds and in terms of
future growth needs, the authors
say.

“The position on training seems o
be a dire one.” Only about 9 000 ap-
prentices were identured during
1990, of whom 6 700 were whites,
while the number of apprentices has
not increased during the 80s.

_ The paper says that while 280 000
individuals were trained on various
public and private training courses
during 1990, much of this training
was provided on a very short-term
duration — one week or less,

Barriers

It says it may be possible to en-
courage more rapid employment
creation through the expansion of
small-to-medium scale production
activities and through the provision
of subsidies on additional jobs cre-
ated by enterprises with relatively
elastic demand for labour.

“The evidence so far indicates
that regulatory obstacles are not a
major constraint upon the entry of
small-scale entrepreneurs. It would
seem that other barriers to entry,
such as capital-mmarket imperfec-

tions and entry-forestalling pricing
policies of big firms, may need fur-
ther investigation.”

A key strategy will be to reduce
the anti-export bias in the economy
as it is now structured. The paper ’
identifies this as an urgent task.

The authors say a Sacob stud
found that two-thirds of the disad-
vantage that South African export-
ers suffer relative to foreign com-
petitors derives from the higher
prices that they have to pay for
manufactured inputs.

Complicated

“Ideally, irade policies shouid
eliminate this disadvantage and
place exporters in a position of in-
difference between selling at home
or abroad.”

The paper says all exporters must
have free access to imported inputs.
It says that problems in SA’s tariff
or import duty structure should be
addressed quickly. These problems
include unevenness in the duty
schedule, complicated tariffs and
highly unstable tariffs.

Access to government support
should be related to export perform-
ance. “The Korean government con-
ditioned its allocations of short- and
long-term capital to export per-
formance, Tax incentives were also
conditional on exports.

“Countries which attempted to
follow a more classic infant-indus-
try approach — ie., produce first
under lax standards of the protected
domestic market, and then move on
fo export promeotion — were much
less successful.”




-

=+ -

D!

MOST SA exXp a
problem being paid after the recent reimposition
of strict foreign exchange controls in Kenya, Safto
African divison senjor manager Paul Runge said

yesterday.

Kenyan President Danie] Arap Moi has announced the-

scrapping of an IMF and World Bank reform plan intro-
duced 31 days ago.

The government has taken control of all foreign cur-
rency to enable the country to pay for imports of essen-
tial goods. _

Kenya is SA’s 14th largest trading partner in Africa,
exports to Kentya in the first six months of Iast year rising
to R69m, up by 25% on the first six months of 1991,

Runge said most of the business was with multination-
als or with companies who had issued letters of credit.
Multinationals in Kenya usually paid suppliers from
overseas accounts,

The Kenyan government has announced that it would
honour letters of credit if importers could provide docu-
mentary proof that letters of credit had been issued.

However, Runge said there would probably be an
administrative delay of some months before the foreign
currency was released.

The government would want to stalt payment as long
as possible to enable forex reserves to build up.

Exporters who had entered into transactions to supply
a Kenyan company without letters of credit would
“battle” to receive payment. Priority had been given to
Kenyan importers who had issued letters of credit.

Credit Guarantee was stil} Insuring companies trading
wijgn Kenya, the company’s assistant GM Gernot Kruger
said. .

Credit Guarantee was one of the major insurers
against payment not been received from foreign buyers

Of SA goods. About 30 companies with supply contracts to
Kenya, totalling R25m, were currently insured by Credit
Guarantee, ~

Kruger expected Kenya would not maintain the pre-
sent situation for long.

“The World Bank and IMF would not look too kindly on
Moi’s decision to go back on the liberalisation plan.”

Kenya had a large foreign debt which would not be
rescheduled unless a positive report was received from
the IMF, he said. '

® Comment: Page 10
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US threat:No I¢
unless ml es

. b
By EDDIE KOCH VA Z %’l
"THE World Bank and Inte 1011 nnetary Fund

(IMF) — acting under pressure from the United States

adminisiration — are likely to refuse international loans to

South Africa if the government presses ahead with its mis-

sile programme, accnrdmg to government nff‘ cials in
- Washington.

A row between Washington and Pretoria over South |
Africa’s long-range missile programme will form the next
round in an ongoing dispute between the two countries over
arms proliferation issues, now that President FW de Klerk
has come clean about his government’s nuclear bombs.

South Africa’s armaments manufacturer, Denel, says it

' plans to convert its long-range ballistic missile technology
into rockets capable of carrying satellites into space for
commercial purposes. -

South Africa now wants to join the Mlssﬂe Control Tech- -
nology Regime which tries to prevent non-member coun-
tries from obtaining rockets capable of carrying nuclear
and other warheads. .

This is unlikely to satisfy the US which is deeply con-
cerned about missile technology being made available to
Third World and Arab countries and is likely to push Pre- |
toria into abandoning its long-range ballisti¢ programme.
The US administration’s fears have been heightened by
concern that an African National Congress-led govern-
ment might in future provide the teachnnlogy to old allies,
such as Libya. |

De Klerk said this week that his guvernment would resist
these pressures as the programme had now been converted
to peaceful purposes and South Africa was willing to abide
by the terms of the missile control regime.

The US government issued a statement urging South
'Africa to cancel the programme.

“We have explained our missile concerns to the South
African govemment and haveurged them to reconsider the
programme,” it said.

The World Bank and IMF, which are dominated by the
US, have recently begun lmkmg loans for Third World
countries to defence cuts and are likely to insert clauses
relating specifically to expenditure on missile development
to finance for South Africa. o

A spokesman for the Department of Forengn Affairs says .
South Africa has not yet applied to join the missile regime
but has indicated it is keen fo participate. .

The reason for this is that membership means Denel will

. gain access to the latest in missile research and technology §

riencing in developing its booster rocket, says Abdul Minty §
from the World Campaign Against Military and Nuclear §
Collaboration with South Africa. 3,
He said the US was unlikely to allow the South Africans
to gain these technological advantages, given the strong §
concerns about proliferation and the potential for com- §
mercial missiles to be turned to military uses. |
Roger Jardine, the ANC’s policy co-ordinator for science g
and technology, said a new government of national unity §
would “reconsider all apartheid white elephants” and was §
j less likely to pursue a missile programme. g

which will help to iron out some of the problems it is expe- § -
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i B AS Soweto the potential to develop its
Baa8 own central business district? World
& @1 Bank economist Kyu Sik Lee seems to
B8 Bl think so. .

In an aide-memoire on urbanisation, he points
to land prices, a cluster of shops and stalls around
the Kliptown station and the continuing depar-

ture of firms from the Johannesburg CBD as

indications that the pattern emerging from
greater Johannesburg is one of “multi-centre

‘development” and includes the townships.

Soweto, he writes, is not only a bedroom com-
munity but a city. _

The price of land of most of the developed
areas in Soweto is R100 to R200 a square metre,
he notes — the same as that of most parts of
Roodepoort and a large portion of Randburg and
Sandton.

He concedes that high land values in Soweto
are partly due to “the crowding of the black com-
munity into a limited area” under apartheid but
adds that “the dynamics of ... economic activities
in Soweto suggest that the prices are now reflect-
ing an economic demand for land in the area™.

He identifies Soweto, Mitchell’s Plain and

*_ Khayelitsha as townships that have potential to

develop as economically feasible urban centres.

“Aithough private investment has been slow
in these townships because of the poor access to
commercial financing and the wrong perception
of the risks involved,” he adds, “it is remarkable
to find the extent of the economtic base estab-
lished through the informal sector activities.

“These townships are at a juncture to begin
developing with marginal investment and sup-
port from outside.”

Am ot gG - <1493 -

Can townships
ort CBD

' \

A report from the World Bank paints a

rosy picture of Soweto’s business

prospects. But some local analysts
dispute the findings,

reports BARBARA LUDMAN

Among the moves he recommends the gov-
ernment and/or the private sector initiate to cre-
ate “positive externalities” for the emerging mar-
ket forces in the townships are:

@©Improved transport links with manufactur-

ing and commercial centres
®The establishment of “African style” mar-

kets to create agglomeration economies — lack-
ing in the sprawling townships — as well as
“hives” for small new businesses; both would
perform an “incubator function” ,

‘@The establishment of a low-cost CBD at |
" transport centres such as railway stations .
@The provision of technical and managerial
“training - - )
@The creation of an economic development

" - tal
L.-. .. .Llu
.- . i
T : ..
. "
. . [
] ) -
-
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.
-
'

bureau by the local authority
®Revision of zoning regulations to allow

mixed land use, encouraging small manufactur-
ing and commercial aclivities in residential
areas.

Some of Lee’s suggestions have attracted no
criticism: the provision-of technical and man-
agerial training, for example, or the revision of
zoning regulations.

Other suggestions have not fared so well. In a
critique of World Bank reports in this month’s
Work in Progress, Planact’s Mark Swilling and
Patrick Bond take issue with Lee’s interpretation
of the price of land in Soweto, a major premise
of his theory that Soweto is ripe for commerical
development.

- Quoting Lee’s assertion that high prices
reflect an economic demand for land in the area,
they note that “at the precise time Lee wrote
those words, the South African Nationat Civic
Organisation was battling the Association of
Mortgage Lenders to-address the township ‘neg-
ative equity’ crisis (bond repayment obligations
are higher than the house market value).

““How a redlined housing market rife with

developer fraud — including nortorious land
speculation — can accurately reflect the “eco-

nomic demand for land” is beyond comprehen-
sion.”

small businesses and the informal sector in the
township. “Lee praises Soweio because it main-

tains some informal sector vitality and thus -
offers hope for retrenched workers,” they ﬁmﬁﬂ

.I-.r-..1
g

“But no mention is made of black smail business
crises {(eg, in the taxi industry and the Federation
of -African Business and Consumer Services).

And by ignoring township income levels and
corporate retailing power ... Lee offers only mea-
gre reforms (eg, ‘African-style market places’).
for township small businesses.” .

A town planner working at a development
agency agrees that Lee’s plan does not appear to
be economically viable. “Johannesburg is Sowe-
to’s CBD,” she says, “notwithstanding the infor-
mal sector in the township and some shops in
Dube.

“All the transport links up to Johannesburg.
People work in town and will buy where they
work. And shopping in Johannesburg is a lot
cheaper than in the township. The big stores are
in town, and people can buy in bulk. |

“QOne would have to change ail these factors to
change the situation. If one gave tax incentives
for development, perhaps Soweto could be
changed, but only marginally.”

The World Bank has sent a number of teams
into South Africa to look at urbanisation, hous-
ing, education and other areas; the aides-mem-

L]
-

oire that follow each.trip are a kind of progress -
* report. - . -
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They also fook critically at Lee’s rosy view of -
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CAPE TOWN — ndest reallocation of
mortgage portfolios to the black commun-
ity could have a substantial impact on the

distorted housing conditions created by

apartheid, World Bank executwe tephe
Mayo said yesterday. . ’

Opening the 21st World ‘Housing
gress, he presented research statistics
identifying policy shifts needed to achieve
a well-functioning, fair and self-sustaining
SA housing sector.

Mayo, of the World Bank’s Urban Devel-
opment Division, used figures reflecting
trends in 1990 in the PWV area, compared
to a sample of 52 cities across the world.

These figures showed stark contrasts in
the performance of SA’s housing sector
with housing conditions far worse than
should be expected for its level of econom-
ic development, and far warse fur the
black population, - -~ -

Housing investment was extremely low
relative to GNP because effective demand
was low. In the white population this was
because incomes and population growth
were static. Among the black population,
apartheid policies had squeezed household
budgets, and created insecurities and
expenses that cut motivation to spend on
housing improvements.

“Thus the housing sector is serving nei-
ther the interests of the black population
nor the economy as a whole,” he said.

“Against these impressions of an under-

Mortgage reallog
proposed foF

{De Beer pins hopes on De Lo

CAPE TOWN — The apartheid pattern of
urban development was not going to go
away quickly or easily, DP leader.Zach.a¢

Beer said yesterday. LA 7%

Speaking at the World Hoursing 583
/in Cape Town, De Beer '‘pinned futire hnpes
‘for the housing industry on the publication
of the De Loor report, and the I?unchmg of

the national housing forum. 0
s € i 5: 1‘13

“For the first time in half a &én ury
there is an approach to housing which is

{ united, including both authorities and com-

tion |
; ousmg

perfurmmg huusmg sector are other
impressions of a high degree of institution-
al development and considerable
resources which, if reallocated toward the
black community, could do much to stimu-

) late demand for housing, increase the

gquantity and quality of their housing, and

- contribute importantly toward economic

growth.”

The level of nutstandmg murtgage cred-
it and the annual new volume of credit
created were striking for a country at SA’s

level of economic development.

“Only a modest reallocation of mort-
gage portfolios toward the black commun-
ity could have a substantial and immediate
impact on housing conditions,” Mayo said.

At the same time, some of the consider-

able resources currently being spent on
-residential infrastructure in white areas

could he diverted to servicing emstmg and

-

- new black townships, This would improve

service quality and provide mcentwes for
residents to undertake cumplementary im-
provements to their dwelhngs T

Finding ways to energise a.powerful -

latent demand for better housihg repre-

sented one of the most important chal-

lenges for housing policy in SA. '
“This will require policy changes on bhoth

the demand and supply sides of the market,

but, in particular, a profound commltment
to changmg the framework of property
rights and the spatial distortion of the
apartheid city.” — Sapa. .
port

munities tugether, nding sensi-

tive and understanding apprnaches ?
The report, which recommended a sin-

gle npnracial national housing department

with jurisdiction over the entire country,
was a breath of fresh air blowing away the
“cobwebs of apartheid”. " : -

Only the emergence of a new suma} con—

. tract, involving the state; finaneial institu-

tions, building industry ‘and political lead-
ership in the townships, could mobilise the
existing vast resources necessary to meet

the housing shortage. — Sapa.
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on go-

CAPE TOWN — The World
Bank is standing by to pump
millions of dollars into develop-
ment aid, education, health
‘care, electrification and the al-
leviation of poverty in South
Africa.

But the bank will only initiate
the aid when the ANC gives the
green light, says Harry
Schwarz, South African Ambas-
sador to the United States.

At a function organised by
stockbrokers, Davis, Borkum,
Hare in Cape Town, Scwharz
said remaining US sanetions
would stay in place and access
- to International Monetary Fund
(IMF) stand-by facilities would
be blocked until the ANC gave
the signal.

The World Bank development
aid wounld be followed by signif-
icant -aid from the US, he said,
but warned that American pri-
vate sector investment would
not come until there was stabil-
ity and political certainty.

Schwarz said President Bill

World Bank ald waltmg

ahead rom
I By Bruce Camezun -

Clinton's administfation was
showing sympathetic support
for South Africa in the move
away from apartheid and could
prove to be the salvation of
South African minority groups
because of commitment in for-
eign policy to a liberal democ-
racy and human rights.

The administration also fa_—
voured a federal system, simi-
lar to that in the United Staies,

for South Africa.

Schwarz said two scenarios
were being painted for South

Africa.

South Africans should be
under no illusion that the re-
maining sanctions would be lift-
ed before there was what was
termed “internal consensus”
meaning until there was ANC
agreement.

The World Bank had- gone -

ahead with various studies on
various aspects of the South
African economy and was
poised for the next step.

The bank realised that unless
some expectations could be sa-

tisfied in the short term, South

Africa’s democracy would be
very fragile.

Its next step would be to plan
strategies to deal with poverty
alleviation, electrification, edu—
cation and health care. -

Schwarz said it was now ur-
gent that the ANC give the go-
head for the pruject-plannmg
stage.

Even if the go-ahead was
given now for the planning,
nothing would come {o fruition
until after the first elections.

Schwarz said a major impe-
tus would come from the World

" Bank, but that it would also be

boosted by increased US aid.

US aid would be given be-
cause it was felt there would be
a moral obligation to make
good the damage caused by
sanctions and because there
would be a better return in
South Africa than anywhere
else becanse of the infrastroe-
ture.

The US would also'seek to en-

sure the survival 0f democracy
in South Africa in an“attempt to
spread democracy through the
rest of Africa, he said.
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der control within _Hm next decade, SA would
§ need a'’5% annual growth rate and up to $4bn in
.foreign loans and, investment, World Bank
3 mﬁmm members said this week.

- They were addressing a closed door Emmcum
..._m US- policymakers and businessmen hosted
:'by: the Centre for Strategic and Fﬁmuumﬂaumﬂ
mﬁna_._mm SA working group.

They said the bank was.ready.to mmﬁm_u:m_u a
: mission-in SA and start formal discussions on
‘lending -as soon as there was “consensus”
;. among-the bank’s members.

" A representative of Chase Manhattan bank
mﬁmmmmn them.to - be:more specific, but.they de-; .

t.... A key feature of the SA economy was the 20-
wmmu decline in the productivity of capital,
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_ :EEma participantsreported:~ g3: It wad » ::,u »;put thereconomy on an mmvmﬁ.ﬂmn mncﬂa_ Eﬁ:
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; E&Ew they attributed in ﬁmu_“ to Hmumm state

projects and ﬁwcﬁ.mnwmﬁﬁﬂa:
They were also Eme critical of SA’s _.bn_:u
structures, which they described as among the

“most Byzantine” in.the world and which they .
said inhibited the growth of EmnEE-mﬁmn
~ manufacturing companies.

They noted that large corporations- had
enormous lobbying power which put smaller
businesses — those that offered the best poten-
fial for employment mmEm — at a major

~ disadvantage.

Major m_UH.:nEumH nwmnmmm were needed. to

It was also essential, they said, for govern-
ment to reduce current ﬁﬁman#ﬁmm on sala-
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' ries, m.mum_.c:m and ﬂﬁ like, and 8 Enummmm,

long-term capital EqmmﬂEmﬁ L

While agreeing on the need to cut mﬁmﬁ%:m,

- several participants were concerned that the

bank might encourage: the state to expand the
public sector in.the name of increasing capital

‘investment, thus repeating the mistakes of Em

ast.
P The staff EmEemum ‘all of ﬂrcE wm,qm cmmu
intimately involved in the bank’s preliminary
studies of the SA economy, also cited H.mmmmnnr
on work force motivation.

One key finding was that because of. mﬁmﬁ.

- ~'heid, the average commute for SA ﬂnwﬁmum —

uﬂ.ua was far higher than in other ncnuﬁﬂmm -
This was one reason the average SA worker

paid more for trahspoftation;than for. g:mﬁ_m

— a unique ﬁ:mnaamzcn._ Wt o "
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THElﬂér d ank%ﬂ the Mozatshi

can Government have approved a
$7,5-million study which could lead
to the creation of one of the largest
protected ecological areas — incor-
Park

porating the Kruger naj
— in the world.
The study will be~funded by a

grant from the (Global Environment
Facility, a World Bank-administered

fund to prevent global warming, pro-

mote biological diversity and pre-

vent depletion of the ozone layer.

Mozambique will put the project
out to tender. SA ecological consult-
ants are expected to apply.

‘Terms

The study intends identifying the
possible conservation use of a tract
of land — larger than the Kruger
Park — stretching along the SA bor-
der from Swaziland to Zimbabwe.

A key aspect of the study will be
the needs of people who live in the
area, including those who have been
displaced by war in Mozambique.

The area under study is said to be
sparsely habitated, mostly in a pris-
tine condition although largely den-
uded of wildlife.

The developments hold the pros-
pect that in time fences on the Kru-
ger Park border will be removed to
allow the free movement of animals
on an ecological rather than political
basis.

“We're finalising the terms of ref-
erence and will call for fenders for
the study,” says Milagre Cezerilo, di-
rector for Forestry and Wildlife in
Mozambique.

The intention is that wildlife man-
agement should pay for itself, so
tourism proposals will form an im-
portant part of the study. Private
companies, it is envisaged, will oper-
ate tourism facilities.

for

ark

By KEVIN DAVIE

keen to use SA expertise in the reha-
bilitation of these areas.

“We have been in touch with SA

Roes

- officials who are showing interest in

working with Mozambique,” she
says, adding that technical assist-
ance from SA will be welcome in
certain areas.

Part of the area to be studied is
now a hunting area,

Salomon Joubert, executive direc-
tor of Kruger National Park, says the
project hoids the prospect of being

“one of the most exciting wildlife

developments in the world”.

He says meetings three or four
years ago identified the possibility of
such a project with Mozambique, but
the war prevented progress.

Now — with peace holding since
October — studies can begin in ear-
nest.

Core

Dr Joubert says Kruger Park offi-
cials are likely to provide input for
the feasibility studies, but stresses
that muech ground work including
surveying still has to be done.

“The core conservation area in
Mozambique could be larger than
Kruger Park,” says Dr Joubert.

“Somewhere along the way it
might be possible to cut the fences,
but we would want assurances,” says
Dr Joubert.

The Global Environmental Facil-
ity 1s a $1,3-billion fund which intends
assisting developing countries to
protect the environment. Countries
with a per capita income of less than
$4 000 and a United Nations develop-
ment programme in place are eligi-
ble for GEF funds up to $16-million a

‘ Miss Cezerilo says Mozambique is  project.
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It may be grasping at straws, but &
recent World Bank report offers some
hope for the South African economy..

A fter ﬂH, it can’t get much worse.
y HEG

EN it co
South Afritans don’t have much to
rejoice about. So the are likely to

discussion paper..

The paper, by several World Bank

ECONomists, remarks that the task of reviving
economic growth and enablihg substantial and

continuing wealth redistributjon is claarly'

formidable.

The authorities, 'say the emnumists, face .. -

severe problems: -
®Declining gmvdh in bnth Iwmg standards

and, a key measure of economic well-being,
per-capita gross domestic product(GDP)

®Rapidly growing unemployment, particu-
larly among blacks -

- @Extreme inequality in income distnbution

®Extreme inequality in provision of publicly
provided services and facililies.

The task ahead is made harder by political |

uncertainties, violence and soctal unrest.,
Peter Fallon, Ataman Aksoy, Yvonne Tsika-

ta, Pedro Belli, and Luiz A Pereira da Silva -

note, however, three auspicious features of the
economy:

@ Years of recession give a low base off
which growth can surge during a new adminis-
tration. The economisis estimate GDP could be
raised by as much as five percent with a level of
investment only just sufficient to maintain
existing levels of the capital stock.

®A hangoverof past overspending on public
sector capital projects means we don’t have (o
spend any more money on things like electric-
ity generation and big parts of the transport and
communications systems for a while.

@®Financizl sanctions have saved us from
morigaging the country fo the hilt, as has hap-
pened in South America and eastern Europe.
So, the bank’s economists reckon, if foreign
finance can be secured a faster growth path can
be financed by external sources.

The economists then go on to mention what
they see as some difficult growth-inhibiting
features, such as a tendency towards capital
intensity, an inward-looking industrial struc-
ture with a oligopolistic and sometimes
monopolistic structore; an undertrained and
undereducated labour force; an urban structure
inhibiting pn:niucuwty of unskilled labour and
militating against the informal sector; and an
industrial relations crisis.

. Not a few of the above opinions have been
called in to doubt by various commentatoss.

So the paper, a review of World Bank
economists’ thinking, and a distillation of some
papers which have been put out from time to
time by the bank, is likely to be hotly debated.
The paper isn’t bank policy, but it does illus-
trate typical bank thinking on the way South
Africa should go.

Much of Ihe rest is the familiar. The stress
placed by bank economists on expotis as an
engine of growth is not new. And the anti-
export bias the bank perceives in the economy
has been reported by The Weekly Mail.

The bank also outlines a basic strategy to
achieve both higher growth and continuing
redistribution. This seems less controversial.
As well as shifting manufacturing orientation
towards exports it proposes:

@Govemment spending be reshaped to raise
publicinvestment in areas of infrastructure and
publicly provided setvices, targeting this at the
poor; and at the same time limiting growth of
recurrent spending to meet budgetary targels.

®Rapid growth be anmuraged in skilled
labour, particularly by upgrading the skills of
existing semi-skilled and unskilled workers.

0 thmh

msp the small mmfun offered by |
‘World Bank emnnmtsts m 8 rw:nt informal
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ERNMENT and ANC negotia-
aid the lesson they learned from
Monday’s negotiations was to be
better prepared and to foeus on sub-
stance and content, |;Q(’r?

Government chief n¥gotiator Roelf
Meyer and ANC negotiator Mac Ma-
haraj forecast that Friday’s talks
would make better progress.

Maharaj predicted that the plan-
ning committees’ proposals that six
technical committees be set up to
deal with the Codesa reports on is-
sues such as a transitional executive
council, independent media commis-
sion and armed formations would be
accepted by all the parties,

He pointed out that ail the parties
had accepted the resolution of the
negotiating forum on April 1 that
technical committees would enhance
the process,

Meyer denied claims by Inkhtha
and the Concerned South Africans
Group that it and the ANC were try-
ing to steamroller the process, stat-
ing that the timeframes and the way
forward had been discussed with
these parties in bilateral talks.

He admitted that this was the fun-
damental difference between parties
as Inkatha and its allies rejected the
need for interim structures. Howev-
er, he was still hopeful that govern-
ment and the ANC could sell their
plan to the objecting parties.

He said negotiating parties should
not allow themselves to be distracted
by side issues, but should focus on
moving forward speedily.

‘Generous assistance’

CAPE TOWN — The UN, the US and the
World Bank have promised generous, non-
partisan assistance for the political transi-
tlon in SA, says Goldstone commission

chairman Judge Richard Goldstone.

Addressing a news conference yesterda
after returning from the US, he said
offers of assistance were nonprescriptive\_stantiall
and reflected the international communi- Y

theg~ The US anti-a

Mangope

on independe
> ..r

BOPHUTHATSWANA President
Lucas Mangope yesterday dug in
his heels on the issue of reincor-
poration, saying there was no
question of the territory giving
up its independence.

He told the opening of the terri-
tory’s National Assembly: “There is
o question whatsoever, I repeat no
question whatsoever, of Bophutha-
tswana giving up her independence.”

He said his government was sur-
rendering nothing, and least of all
would it consider relinquishing con-
trol over its security forces. “That is
our hottom line. That is where we
stand at present. We merely want
self-rule... no more...no less.”

However, Mangope said: “Let me
hasten to add that Bophuthatswana is
not inflexible or intransigent.”

President F W de Klerk said last
week that progress with leaders of
the TBVC states on reincorporation
was good and that if there was no

| intransigence by any parties on the

issue, it could be resolved by June,

Mangope said because Bophutha-
tswana had enjoyed “such remark-
able success we will be ignored by
any future central government in SA
while the former independent and
self-governing states which ran
themselves into the ground through
maladministration, mismanagement
and corruption will bleed the system
in order to catch up with the rest of

digs 1

BILLY PADDOCK

us". As a result Bophuthatswana
would stand still for years and its
resources would be redirected to oth-
er lesser developed areas.

This was one of the main reasons
his government demanded that the
boundaries, powers and functions of
regional states in a new dispensation
had to be determined at the multi-
party forum and not be left to “the
whims and prejudices” of an elected
interim administration.

“In other words the form of state
for the new SA must be finalised be-
fore anything else at the present ne-
gotiations,” Mangope said.

Principles of a new constitution
needed to be finalised at negotiations
and approved in a referendum before
elections were held.

This would obviate the need for a
transitional government and a transi-
tional executive council. It would
also allay the fears of many who
suspected the course being charted
would lead to the same sort of benign
dictatorship of the old SA.

He warned against government
and the ANC proceeding with the re-
form process and excluding parties
which were not co-operating with
them and said it would be a mistake
to underestimate the importance of
Bophuthatswana in the negotiations

awaits SA

“My strong impression is that there are
many good and positive benefits waiting
for SA as soon as a representative and
legitimate transitional executive council is

+in place, and even more so when we have 3
yWN\government of national unity,” he said.

partheid lobby had sub-
y transformed itself into a strong
pro-democratic SA campaign which sup-

ty's wish to ensure the success of SA’s firsf“&.ported all South Africans working for a

democratic government, ¢
Foreign experts could

during elections,
While in the US G

alled™1H to f\l
assist the commission’s inquiry into the
prevention of violen d intimidation pwided SA moved

et members
of the UN Security Council and the UN R
Special Comrmittee on Apartheid as well as

peaceful and democratic country.

Financial assistance from the World
Bank and IMF was virtually assured pro-
ds .z 3$

pidly tow:

al settlement.
Members of th olrse

iy il y r resen-
tatives and the Senate foreign relations
commitiee appreciated the need to begin

US state department and World Bank sen- Qamtamiing or repealing the 150 statutes
which prohibited assistance to SA. — Sapa. -

ior officials, and legislators.
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CNETOUS assistance’ awaits SA
CAPE TOWN — The UN, the US and the “My strong impression is that there are
orld Bank have Promised generous, non- many good and positive benefits waiting
partisan assistance for the political transi- for SA as S00n as a representative and
tion in SA, says Goldstone commission legitimate transitiona] executive council is
chairman Judge Richard Goldstone, ~in place, and even more so when we have a

t Addressing a news conference yesterday\government of national unity,” he said.
after returning from the US, he said theg~ The US anti-apartheid lobby had sub-

offers of assistance were nnnprescriptive\stantially transformed itself into 4 strong

and reflected the international communpi. d-pru-demucratie SA campaign which sup-
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assist the commission’s inquiry into the Bapk and IMF wag virtually assureq pro-

‘prevention of viple d intimidation \yided SA moved rapidly towards,a noliti-
during elections, Lt {Zal settlement. (@505 %
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INTERNATIONAL ECONOMIC RELATIONS CONFERENCE
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decision-makers at
rector-general Gerhard Croaser, ‘top left,
Stals tatks to World Bank adviser
and Harvard economist
Pictures: ROBERT BOTHA

ic rolations in the economic policy
Game Lodge in the sastern Transvaal.
tea with the ANC'’s Trevor Manual,

s roview SA's international econom

an ldasa conforence at Mabula

Foreign guest
Finance di
while Raeserve Bank Governor Chris

ight. Sheila Page of the UK-based Overseas Davelopm
Robert Lawrence, bottom right, addressed the gathering.

fjots cosy over

Isaac Sam, top r

ent institute, bottom left,

World Bank aid ‘should
support redistribution’

THE most important role the World Bank could play in
SA was to assist in reviving economic growth along a
path that permitted a substantial degre isfribys
tion, a senior bank economist said. \

Peter Fallon of the World Bank’s sotithern African
department said the bank — which suspended loans to SA
in 1967 — was examining what policies it would adoptifa
future multiracial government sought its support.

Speaking at a conference organised by Idasa, he noted
the bank would have a “catalytic effect” upon the will-
ingness of other foreign sources to lend to SA.

Among the several policies the bank was likely to
suggest, it was likely to support the restructuring of
government expenditure within the limits of a sustain-
able fiscal deficit. Massive investments were needed in
black urban areas, particularly in education and health.

But it was unlikely the bank would recommend major
investment in electricity generation and transpqrt i Ew.m
short to medium future. & —..D N\Jw .

The bank was likely to give considerdble emphasis to
human capital formation, considering that the largely
unskilled and nneducated labour force was a potential
impediment to reviving economic growth.

The bank would also probably advise that the economy
become more export-oriented, perhaps with a systematic
overhaul of SA’s system of trade protection which dis-
couraged exports by ensuring that production for the
home market was more profitable. |

Finally, the bank was likely to emphasise polici
which would increase the rate of job creation in agricul-
ture, which accounts for 6%of GDP. The bank might also
support measures to encourage small- to medium-scale
indusiries. — Reuter.
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WARMBATHS — South
 Africa should not expect a
:-windfall in loan aid or
. greatly favourable lending

. conditions from the World
. Bank, according to the
 Bank’s southern African de-
 partment senior economist

'.‘-- ':ll-u-
P

Peter Fallon.
Speaking at the Idasa confer-

“ence near Warmbaths yesterday,
- he said World Bank lending to the
“country would only resime once
- there was broad-based consensus

domestically and internationally

. for it.

However, “Bank finance will

” be only mildly concessional, fu-

ture governments should be sure

- that projects are worthwhile”,

Per capita income
He said, in a paper to the con-

ference, South Africa would de-

il

finitely be treated as a country

-eligible only for loans from one -
-of the Bank’s agencies, the In-
. ternational Bank for Reconstruc-
" tion and Development.

This was due to.the country’s
higher per capita income of

~ around $2500 a year, compared
" with loans from the Internation-

. al Development Agency for coun-

. tries with per, capita income fig-

ures of $765 or:less,
IRBD loans were on “harder

' terms” than ‘IDA loans which
' were interest free and paid back

Lier( go 2
ft
«wuvm..w

‘Develop manufactured exports’

As South Africa re-entered world trade, the country would stand to
gain more by developing its manufactured exports, an internation-
al trade expert said at the Idasa conference.

Harvard University professor Robert Lawrence said South Afri-
ca had to take account of the trends in the world economy. World

trade had become increasingly integrated, characterised by the expan-

sion of direct foreign investment and growth in manufactured goods to

achieve global success.

In addition, there was an “adoption of outward oriented policies
by most developing countries and an emphasis on regional poli-

cies”.

Prof Lawrence illustrated that South Africa’s exports as a share
of its gross domestic product had virtually remained stagnant over

the last three decades.

%

over a longer period of time with

a period of grace. .
“However, it must be remem-

bered that, bilateral aid apart,

IRBD loans are a significantly

cheaper source of foreign finance
than that available from com-
mercial sources,” Fallon said. -
Another advantage from Bank
financial support would be its ca
talytic effect “upon the willing-
ness of other external financial
sources to lend to South Africa”.

Mr Fallon also stressed the im--

portance of World Bank support
for South Africa outside of lend-
ing agreements, through econom-
ic analysis and policy advice.

He said the Bank was likely
to recommend as one of its main
policy directions that the South
African economy move more

onto an export-oriented growth
path.

“This could be encouraged by

a systematic overhaul of South
Africa’s system of trade protec-
tion.

“This would entail: the intro-
duction of new policy devices
such as a transparent and easily
managed duty drawback scheme;
a widespread simplification of the
protection system; and a gradual
phase-down of tariff levels.”

Fallon said the Bank would
recommend that South Airica re-
structure government expendi-
ture within the limits of a sus-
tainable deficit.

Furthermore, state expendi-
ture should be redirected to focus

on capital spending as a redistri-

butive measure and to engender

S A
(&)

“Massive investriients are
needed in those urban areas in

social stability.

which myuch of the disadvantaged
. majority of the population live,
while increased capital expendi-

ture is also badly needed in edu-
cation and health,” Fallon said.
The Bank was also likely to
give considerable emphasis 10
human capital formation in its

‘policy advice.

Labour force

“The South African labour

»  force is relatively unskilled for
. a country at this stage of eco-

nomic development. This is both
a potential impediment to a
growth revival in the economy
and .. a major source of inequali-
ty,” he said.

The Bank would probably sup-
port policies aimed at increasing
the rate of job creation, in areas

- like agriculture and small busi-
- ness development.

Fallon however stressed that
the Bank would encourage a fu-
ture South African government
to choose its own approach to
restructuring the economy, and
then to maintain consistency and
{ransparency in its implementa-
tion.

“This will be essential to en-
sure that hoped-for responses
emerge from economic agents

‘and that a level playing field
‘emerges,” he said.— Sapa.
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"“It would be a wonderful day for the
ank if we resumed lending,” he said at the
IMF/World Bank Spring meetings,

However, he suggested that thig view

was not yet fully shared by the bank’s
shareholders — including, most important-
ly, the US whose representative is still
réquired to oppose SA loans under the 1983

Gramm Amendment — who would have to

make the final decision.

He did not predict when this decision

would be taken, although it is widely as-
Sumed that the timing is in the hands of the
ANC. -
- Initially, he said, lending would be sec.
toral rather than in Support of structural
reforms and would likely focus on housing
and education projects, |

‘Although bank staff have been laying the

o7

A len(iing

" SIMON BARBER
groundwork for sych projects, they will

officially have to be designed and request-

ed by a new -government,

The approval process can be lengthy,
and disbursement of loans generally
Occurs over six years,

Asked how important ap economically
viable SA was for the rest of the continent,
Preston said he wag “struck by the lack of
intraregional trade” in the continent,

A successful SA transition held out 'an
“exciting possibility” of reversing this.

- Preston rejected charges that the bank’s.
structural adjustment policies had exacer- -

bated poverty in Africa, saying bluntly, “If
you've got ctancer, you've got to go through
chemotherapy, and it’s no damp fun?
Bank vice-president for human- "re-
Sources development Armeane “Choksi

said;;‘The reality is that those countries in

Sub-Saharan Africa that are in adjustmient

dare growing at twice the rate of those that
are not.” . |
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By ANDREW MELDRUM: Harare
CAN Africa’s trade unions help pull the continent
out of its severe economic decline? A resounding
“Yes” to that question was given in Harare last
month where 150 union leaders from 40 African
countries met European union leaders, the World
Bank and the International Monetary Fund (IMF).

The free market structural adjustment pio-
grammes designed by the World Bank and the
IMF have been embraced by 29 African countries
and the challenge facing unions is to make sure
they are at the cutting edge of economic reform.

South Africa is already negotiating with those
powerful muitilateral financial institutions and a
local programme cannot be far off.

Somewhat surprisingly, unionists at the Harare
meeting did not reject structural adjustment out-
right. Kenya, which recently suspended its struc-
tural adjustment programme, was niot held upas a
hero or a model for other African countries.

"1 think most African unionists realise that
(president Daniel arap) Moi pulled out of struc-
tural adjustment because it threatened his vested
interests,” said an African economist. “Most
realise that it is a mistake that will cause more
harm to the Kenyan working people.”

Rather than debating the need for structural
adjustment, the African labour leaders in Harare
made suggetions as to how the economic pro-
grammes could be improved. They called for
more direct involvement in the design and imple-
mentation of the painful economic measures.

“It’s unfortunate that Ghana’s structural adjust-
ment programme does not have any trade union
input. We would advise the government to slow
down the pace of adjustment,” said Ghana Trades
Union Congress secreatary general Christian
Ageyi. -

Ghana’s structural adjustment began in 1983
and is held up by many as one of the more suc-
cessful in Africa. “It is true that Ghana has
achieved economic growth, but the working peo-
ple are worse off,” said Ageyi. “Public spending
was reduced and many people, particularly in the
civil service, were retrenched. A massive devalu-
ation was carried out, reducing the cedi from two
to the US dollar to 662 to the US dollar. This
caused inflation and has made our cost of living
very high. Poverty has increased.”

The IMF-World Bank remedy has been a bit of
a bitter pill to swallow. “There are few signs that
structural adjustment programmes are bringing
economic recovery in African countries where
they are being implemented,” concluded a com-
prehensive report by the International Confedera-
tion of Free Trade Unions (ICFTU).

The report warns that continuing economic
hardship may -undermine Africa’s fledgling
democracies and result in a return of more author-
itarian regimes.
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HE assorted rare birds of the

bushveld near Warmbaths were

greeted by a strange sight this

week: delegates to South
Africa’s most high-powered eco-
nomics conference this year ambling
lopsidedly around Mabula Game
Lodge.

The reason for their strange gait
were the many conference papers
weighing down each delegate to the
South Africa’s International Econom-
ic Relations in the 1990s Conference,
arranged by the Institute for a Demo-
cratic Alternative for South Africa and
the Aspen Institute.

Each set of papers seemed to have
occasioned the felling of at least one
small tree, and contained enough eco-
nomic jargon and detail to numb the
average mind.

The delegates comprised a veritable
gathering of who’s who in the eco-
nomics world: bankers, both local and
international, influential academic and
private-sector economists, a business-
man or two, and representatives of the
economic policy depariments of the
African National Congress and the

rrrrr
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The strategic economic bosberaad
was opened on Tuesday night by the
ANC’s department of economic plan-
ning head, Trevor Manuel, who read
the speech which was to be delivered
by ANC president Nelson Mandela,
who had to pull out at the last minute.

The conference itself focused on
issues such as the role of the World
Bank and the International Monetary
Fund (IMF) in post-apartheid South
Africa and trade policy.

Not only are such issues unlikely to
fire public imagination, but it was
apparent from the conference that their
complexity is as awesome as the prob-
able ill-effects of unwise decisions in
these areas by the policy-makers.

Listening, for instance, to the dele-
gates discussing the ins and outs of the
role of the World Bank and the IMF in
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one am the working m_d:ﬁm was remi-
niscent of nothing so much as the
debates of the monks in Umberto
Eco’s The Name of the Rose.

Clearly, something important is at
stake here. It could lead, if not to eco-
nomic excommunication for heresy, at
least to a sort of shunning by the world
€CoONoOmMIcC community.

It was remarked that what the Bank
and the IMF think carries clout with
foreign lenders and investors. Their
stamp of approval is as important as
their loans. But between the World
Bank and IMF representatives and
those free-market-endorsing support-
ers in one camp, and in the other camp
the rather more unworldy, mostly aca-
demic critics of the Bank’s economics
and the way it operates there appeared
to be a big conceptual gulf.

The two camps engaged in a care-

r.n..f
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m::w phrased and extremely _H___H ver-
bal battle midweek about what the two
institutions did, how and why. And
they respectfully disagreed on just
about everything.

Only one thing is absolutely certain:
South Africa is eligible, despite its
high per capita income, for World
Bank loans — but not now.

The World Bank’s Peter Fallon and
the IMF’s Leslie r_ﬂmnr_ﬁ painted a
_.u_n_E.n of the two institutions as wait-
ing patiently in the wings to be asked
by a democratic government to assist
in the economy. The Bank and the
IMF did not prescribe but simply sug-
gested policy, was their line.

'The Institute for African Alterna-
tives’ Ben Turok expressed concem
about the Bank’s dismal record in
Africa, the bad effect of its loans in the
developing world, and the conditions

both institutions attach to lending for
structural adjustment. The non-trans-
parent way both institutions operated
bypassed democratic processes, he
mnmmmmﬁn_.

Again, both Fallon and Lipschitz
denied they were prescriptive and
insisted they only provided solutions
which governments would anyway
have to come up with.

It was left to Institute for Interna-
tional Economics senior fellow John
Willtamson to suggest that South
Africa should not count on foreign
capital inflows from either the World
Bank or intemational capital markets.
Few countries have financed their
growth exclusively from foreign capi-
tal inflows, he remarked.

‘That seems sensible enough. How-
ever, like the monks’ tortuous argu-
ments about whether Jesus owned his
clothes, the debates about the policies
that the Bank and the IMF “suggest”
will continue to attract controversy
and earnest discussion, especially at
conferences.
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any applications to borrow
from the World Bank or Inter-
national Monetary Fund (IMF)
any time soon — despite being
urged by the United States gov-
ernment to do so immediately.

- The organisation, looking to

. elections within a year, remains
- concerned that premature ap-

plications for funding by South
Africa could see borrowings
from the Bretton Woods institu-
tions (as the World Bank and
the IMF are collectively known)
undermining a future ANC gov-
ernment’s freedom of economic
decision-making, as well as

|

being was what it regards
as the inefficiencies of the coun-
try’s present economic manage-
ment.

ANC economics chief Trevor
Manuel said this yesterday in
response to advice last week
from US ambassador Princeton
Lyman that South Africa should
immediately invite the World
Bank to develop a portfolio of
project proposals.

* Lyman, obliquely addressing

the ANC, said it would take the
bank between 18 months and

two years to move from propos-
als to implementation. “That

means that unless the bank

begins now, a newly elected

OITOW

government will be faced with
as much as two years’ walt be-
fore being able to utilise this as-
sistance for the pressing needs
of the population,” he said,

But Manuel said the ANC was |

not prepared to consider any
binding arrangements with the
Bretton Woods institutions be-
fore the introduction of demo-
cratic government in South
Africa.

““Phe integrity of domestic

policy formulation must be su-
preme in a democratic dispen-

gation,” he said. “There are civil

‘servants who might consider it

in their short-term interests to

. borrow from the World Bank.”

'ANC rejects,
| ByPaulBel @

‘¥ite ANC will not be party to

|

|||||
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unique opportunity to at-
tract foreign capital fol-
lowing the establishment of

the transitional executive coun- .

eil. Contrary -to the preferences

of many South Africans, how-
ever, this capital will be in the *
form of donor assistance for the- *

l"development agenda
s slipping awa

upliftment of the black majority,
and the nation will have to have
its own set of development prior-

ities to take full advantage of this |

opportunity.
Since the end of the Cold War,
donors have been sympathetic to

*African nations at critical points in
their transition to democratic rule.
Bilateral and multilateral donors

pledged nearly $1bn in aid and debt
rescheduling to Mozambique in
December 1992, for example, two
months after a peace treaty was
signed ending 16 years of civil war.

Similar support most likely will be
offered to SA once a transitional gov-
ernment is in place and a date for the
country’s first non-racial elections
has been set. Western donors are de-
liberating on convening a consulta-
tive group meeting — a gathering of
donors customarily chaired by the
World Bank — shortly after the tran-

sitional executive committee is es- —tor as well as government who reject

tablished. Such a2 meeting could con-
ceivably generate pledges of $1bn in
development assistance alone. US
State Department officials have in-
dicated that SA’s development needs

-} will be mentioned prominently in the

communiqué that is to be issted fol-
lowing the July economic summit in
Tokyo of the Group of Seven indus-
triai nations.

muﬁw Africa’s ability to take ad-
vantage of what inevitably will be a
parrow window of opportunity will
depend in large measure on whether
the government, leading political or-
ganisations from across the spec-

OUTH Africa will have a

%
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‘Time for devising a

BES

tional negotiations and, more recent-
ly, a new macroeconomic frame-
work, it is understandable that little
attention has been given to prioritis-

. ing the country’s development needs.

It is also a reality that foreign aid
generates little enthusiasm in SA.

" There ate those in the private sec-

the notion that SA is a developing
nation in need of foreign aid. These
individuals contend that SA is capa-
ble of handling its own development
problems. o h
Others, including officials in the
ANC, oppose development aid be-
cause it will add to the country’s debt
bufder. They also regard develo
ment assistance from the World
Bank as the first step on the mmuﬂ
slope towards a World Bank-
structural adjustment programme.
And there are South Africans across

the political spectrum who harbour

suspicions of many Western institu-
tions, ially aid agencies, and
view rnal assistance as a sugar-

coated form of foreign interference

{rum, and major non-governmental Into the tountry’s internal affairs.

organisations can formulate a ** Jn fact SA has v

national agenda for social and eco-
nomic development in a post-apart-
heid era. To date, there has
apparent reluctance to move ahead
in this most critical area.

Given the extraordinary energies
that have been devoted to constitu-

real develop-
rhent needsin vi y every sector.
It will be impossible for any one
agency — fomestic or external — to
redress the inequities and shortcom-

. irigs imreducation, health, land, urban

infrastructure and skills training. A
new democratic government will be

)

-~—+townships and rur

~ WITNEY SCHNEIDMAN

under pressure to initiate a policy of
redistribution and to improve quick-
_wM the standard of living of black
uth Africans. It is nnlikely that a
new majority-led government will
have the financial or technical capa-
city to respond immediately on its
own {0 pent up expectations in the
areas.
SA’s debt problems are with com-
mercial umEMM_ not donor agencies or
multilateral institutions. The costs o
development assistance will be mini-
mal and most of the bilateral sup-

‘port is likely to be extended on a
_grant or .concessional basis.

rl ru.f.-
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i urthermore, loans from the mul-
tilateral institutions such as the
World Bank will be paid for by the

. government from tax revenues gen-

erated from corporations, busi-
nesses, and individual taxpayers who

- have pros over the last 45
' years. The

. eficiaries of the assist-
ance, if propertly administered, will

be those who have been marginalised
‘the most by apartheid.

Donor assistance will not make a
World Bank-sponsored structural
adjustment programme inevitable.
As the ANC’s economic policy guide-
lines and the government’s norma-
tive economic model make clear,
there has to be far-reaching fiscal,

..__.-.-.l“.:_ a
L‘l.-l!.l
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monetary, industrial and tariff ad-
justments in the country’s macro-
economic framework to revive
growth and to achieve sustainable
and equitable development. The
question is whether a new govern-

-ment will have the discipline and

determination to accomplish the re-
structuring on its own, or whether it
will be compelled {o rely on an inter-
national agency such as the World
Bank or the IMF.

A genuine concern is that the
World Bank's development objec-

tives will become SA’s, thus denying

a new government autonomy in set-

:... - ~.- --happenif the post-apartheid govern-

ment develops its own com en-
sive programme for national devel-
opment. A new government with its
own set of priorities will have a firm
basis from which to negotiate as an
equal party on the terms of all devel-
opment assistance with the World

ank, onsultative up an r-,..r..q .
B the ¢ group 4 he first consultative group meet-

every other donor.
South Africans have to provide
guidance to international donors if

the impact of the external assistance-

that will be available for social and
economic development is to be max-
imised. This will be difficult to do
without a blueprint bhased on a
national consensus.

Given the size of SA’s economy, a
very generous aid package will
make up only a small portion of the

country’s GDP. If such a programme’
is designed properly, external assist-

"ance could provide partnership op-

-

portunities for private investors,
creating a catalyst for foreign and
domestic investment. In the short
term, a coherent response by South
Africans to the donor community
will send an encouraging signal to
potential foreign investors.

A persistent problem with donor
assistance is the length of time that
often transpires between the design
of an aid programme and its imple-
mentation. While donor agencies are
often paralysed by bureaucratic
bottlenecks, a lack of “absorptive ca-
pacity” in recipient countries also
contributes significantly to delays in
the disbursement of funds and the
implementation of programmes.

.Much of the $24bn that was promised

to Russia last year by the G-7, for
example, was never disbursed be-
cause of the political and bureau-
cratic disarray in that country. A
national agenda for development
wotild help focus donors on SA’s most

. pressing needs and accelerate the

delivery of promised assistance.

+ Indications are that the inter-
national community is prepared to
make a major effort to support the
transition to a post-apartheid
government. SA, nevertheless, will
be competing with a growing num-
ber of claimants for a relatively

. fixed — if not shrinking — number of
-~ aid dollars. In order to decide which
recipients {o support, donors are

likely to make assistance increasing-

" ly conditional. Criteria such as pov-
., erty reduction, environmental pro-

ting its own agenda. This will not "*{ection, reduced military spending,

and efficient economic manage-

- ment, not to mention respect for hu-

T
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man rights and democratic govern-
ment will determine which countries
receive support.

ing on SA is likely to mobilise the

- greatest amount of financial assist-
- -ance with the fewest conditions. This
-window of opporiunity could close

-prematurely unless steps are taken

to engage the donor community.

[] Schneidman, a former consultant
to the World Bank on SA, is vice-
president of Samuels International
Associates, an international con-
sulting firm based in Washington.
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Tho WE Hpures Were give

| 'at & conference in . Sandton.}
€| $A. does not-qualify for. WE
] funding; +=but;'ﬁf:or’npani§_s.-ca 1
take part in World Bank-In;
/| ternational Finance Curpura%
‘tion projects.s .- AL :
L Zias International manags
|ing. -director Pieter:;; Louw,
says WB-funded: project
haye become a target for. 54
contractors. i
But Ove Arup chairman
Cliff McMillan warns that
the problems South Africans
face include limited jnterna-
| tional experience and con-
nections because of sanc-
tions, an extremely
competitive market and re-
duced opportunities in Africa
because of economic decline,
There are also SOmC hur-
dles: associated with WB in-
yolvement, Credit Guarantee
managing director Chris
Leisewitz says it takes a‘long

- time to evalyate a approve
a project.
Contract and” capital

goods exporters do not gel
early notice uf’WB-suppﬁrted
projects. - '

Another drawback is the
drawdown’ mechanisms un-
der WB loans _and resulting
risks” to - which contractors
can be exposed.

Group Five execuiive
chairman Peter Clogg says
WB financing generally has a
jong cycle. It is usually three

to four years. . - |

Reserves:

Mr Clogg mentions ‘possi-
ble problems with 'iihg‘{J Re-
serve Bank, which could re-
fuse to allow transmission of
funds for tender deposits, bid
bonds or working capital.

.1 . Because ‘of extreme pres-
sure on the reserves, the bank

|

tends'to refuse all requests.

Mr Clogg says central
banks in other countries can
also cause problems, For ex-
ample, taking out currency

-frorn‘Malawi will depend on

when it becomies available
even though approval to doso
has been given.

The WB mostly uses an in-
ternational competitive bid-
ding, (ICB) process. Under it
contracts are awarded to the
lowest qualified bidder.

Safto Africa manager Paul
Rurige-says Europeans have
an advantage because of co-

‘financing and special funding

18 months.-

by their own bilateral agen-’
cies.b |

- SA.-may be able {0 share in
a WB programme In the next
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Wage pac
OM r‘? N
end German

FRANKFURT — The board of the metal-
workers’ union on Saturday approved a
wage pact designed to end a strike and
prevent an all-out labour battle that could
have further damaged Germany’s reces-
sion-battered economy.

The compromise deal provides for pay
raises for workers in eastern Germany
that will bring their salaries to par with
wages in the west in 1996, two years later

than set in a previous plan.
Rank-and-file union membhers will vote

on the deal today and tomorrow, and if
25% of them approve the pact, metalwork-
ers and steelworkers in eastern Germany
will return to their jobs on Wednesday.
rEconomics I\*Ijnister Guenter Rexroth

* welcomed the pact, saying it would give an

impulse to the recovery in the east, He said

the wage agreement came relatively
quickly, limiting the damage caused by the -

strike.
- Qtto Lambsdnrff chairman of the Free
Diemocratic Party, the junior partner in
the government coalition, said the pact
carried economice risks.
. Lambsdorff said no one could predlct if
the economy would pick up enough by 1996
to be able to afford the pay raises.

NEWS IN BRIEF
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‘Uruguay Round ad\mncas*

"TORONTO -- Ministers representing
‘the world’s four major trade powers
said on Friday they had paved the way
for a successful outcome this year of
the protracted world trade liberalisa-
tion talks known as the Uruguay Round.
Japanese Trade Minister Yoshiro Mori,
US Trade Representative Mickey Kan-
| tor, EC Trade Commissioner Slr Leon
'Brittan and Canadian International
Trade Minister Michael Wilson would
‘meet again on June 2 in Paris. -

Red Cross blood infected

‘BERN — The Swiss Red Cross had sent
83 bags of blood products contaminated

| *with the AIDS virus to the US, Saudi

~Arabia and Greece from 1982 to 1985,

spokesman Markus Haechler said on
~Friday.

However, he said it was possible the
tainted blood had not been given to
anyone because blood had to be used
within a month of being donated.

187 burned to death

BANGKOK — The official death toll in
-Wiias 15 believed to be the world’s dead-
‘“liest factory fire — at a doll factory
-outside Bangkok last week — stood at

1 1,187, with at least 80 still listed as miss-

- ing, the interior ministry said after a

I': "Wﬂﬂklﬂﬂg search was called off at the

. weekend.

i UK to probe CD prices

 LONDON — Britain’s Monopolies and
* Mergers Commission is {0 investigate
the “rip-off” prices retailers and the

“record industry are charging for CDs.
" REPORTS: Sapa-AFP-AP, Own Correspondent.

ﬁ abour

pproved_to

Hettle

He said productivity in the east would
also have to increase. More than 40 000
workers in eastern Germany have been on
strike in the 12-day-old walkout, An addi-
tional 80000 had been set to join them
today.

The compromise deal was reached Fri-
day after an all-night bargaining session in
Dresden between employers and IG Me-
tall, the nation’s biggest union. ‘

IG Metall’s wage commission endorsed
the pact on Friday evening.

The agreement pledges to raise the east-
ern workers’ pay to the levels of western
Germany by July 1996, rather than next
year as promised during the euphoria over
German reunification. A stx-munth delay
would be possible, if companies shuwed
they were inl deep financial trouble. -

Under the old agreement, east German
metalworkers received about DM1 950 a

- month in base pay before taxes, or 71% of

their western colleagues’ salary., The
agreement would boost the worker to
DM2 144 a month by December, or 82% of
the western wage, the union said. Further
increments would take effect until parity

. was reached in three years. — Sapa-AP.

Kenya in new deal
with Bank, IMF

NAIROBI — President Daniel arap Moi
said at the weekend his cash-strapped gov-
ernment had reached agreement with the

IMF and World Bank on reforms aimed at
revitalising the Kenyan econnmy@
Moi told a goodwill delegation g

Nairobi that the IMF and Bank eed
to go on with reform efforts.
“We have made a commi o be

strict in the management of the economy
after reaching this agreement,” Moi's me-
dia unit quoted him as saying

Kenya on Friday strengthen
for the resumption of Western aid by re-
introducing economic reforms abolished
only two months bhefore. -

The government said it had reopened
retention accounts, which allow exporters
to keep hard currency éarnings instead of
remitting them to the central bank, and
ended all controls on imnurts except pro-
hibited goods.fZ H‘Ll

- Moi said the ernm twan to ra1se
the living standards of all Kenyans and
would not let radical reforms hurt them.

When retention accounts were scrapped
on March 22, Mci denounced as “suicidal
and dictatorial” conditions set by the IMF
and the World Bank for reinstatement of
key quick disbursing aid of about $40m a
month suspended in 1991 to press for eco-
nomic. and political reforms

But faced with shortages of fuel and food
and reeling from a cash sgueeze, it was
clear that Kenya was abandoning the fight
against the Western agencies.

Moi said he would ensure that farmers,
who contributed 85% of Kenya’s economic
life, earned a good profit from their input
and pledged quick service from state com-
panies that often delayed in paying for

2 N U —, v s
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delivered produce. — Sapa-Reuter.




RESIDENT Bill Clinton’s administration
in the United States is clearing the way for
a huge international programme of invest-
ment and development aid to bolster a non-

racial government in South Africa.
But it is clear that the package, which could
bring in up to R9-billion every year to reconstruct
the country’s battered economy, would only be

set in motion after a transitional government has

been created and the African National Congress
drops its call for international sanctions.

It is also clear that many components of the
reconstruction programme, described as an initia-
tive similar to the international community’s
effort to build democracy in the former Soviet

-Union and Eastern Europe, would depend on a-

reduction in political violence in South Africa.

* A senior state department official in Washing-

. ton said ina telephone interview that Democrats

anti-apartheid laws that bar certain types of trade
and financial deals between US institutions and
South Africa. R |
'The official said the aid package would only be
setin motion after a Transitional Executive Coun-

- Billions
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The United States plans to mobilise about R

once certain conditions are met. By ARTHUR GAVSHON and EDDIE KOCH
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® ®US allocations will continue in the areas of
education, health and other social services.
: @The World Bank and International Monetary
N R Fund will galvanise a multi-donor package of
| development aid and would expect to have a say
in how the money is used.
®Some $5-billion (about R15-billion) could be
rescheduled with extended redemption terms and
. €asier interest rates.
~ @Clinton’s officials will encourage the disin-
vestment movement to be dismantled with US

) b

illion a year for South Africa

cil has been set up. This was confirmed by the US -

ambassador to South Africa, Princeton Lyman,
who told the 702 Breakfast Club last month that
his administration was trying to “mobilise support:
for economic development in the South Africa”

- and it was possible “to anticipate some $2- to $3-
- w tha billion (About R6- to R9-billion) annually”, ;.
have reached informal agreement with their. -
Republican counterparts in Congress to repeal

Lyman noted that the World Bank was likely to
be a major source of multilateral-finance, but

" stressed it could take up to two years for capital to

arrive in the country once the Bank had made a
decisiontograntloans. - o

“That means that unless the Bank begins fow, .

|

state and civic bodies being urged to switch their
funds into development aid instead. This would
depend on the violence subsiding.

be faced with as much as two years before being
able to utilise this assistance for the pressing needs
of the population.”

[ ]
s

‘He urged those involved in efforts to create a- = @10 possibility of US pension funds being . -
-non-racial government to begin the preparatory. .

used to invest in housing, transportation and black: ..
work for World Bank assistance immediately, %z business in South Africa was being investigated. .

The ambassador welcomed the ANC’s degcii. This would be a way of easing pressure on .Eum_.. B

. sion to drop all demands for international san¢s"“ ica’s national deficit. . :
-tionsonce a TEC has been set up rather than after~ ~ 11eseareour intentions,” said the state depart-

the holding of non-racial elections. “Once this call- - mentofficial. “But neither the US govemment nor -
is made, we will work with states and local gov- - the international community would find it easy to
ernments in the US to repeal these restrictions.™  doso if there is to be a serious upsurge of civil vio-

The state department official in Washington lence threatening a Yugoslav-style situation of

anewly elected govemment a year from now will  said the package would be made up of: insurrection.”
F— !l | ___-I_;-




tional wisdom ‘that import
liberalisation is a key mecha-
nism for enhancing firms’ effi-
ciency and export capacity. In
SA, where several inefficient in-
dustries are among those maost
heavily protected, some see
liberalisation as a quick fix,
This is a simplistic view. However,
there is less disagreement on the

view that protected economies are
likely to benefit from some import

_.m. IS now part of the conven-

-} liberalisation, than there is over the

extent, the sequencing and the pace
of such a process.

The main issues are whether im-
port liberalisation precedes or suc-
ceeds export success, whether such a
process should be swift or gradual,
and whether it should occur at a time
of macroeconomic stabilisation.

The classical argument in favour
of protection is the infant industry
which allows domestic indusiries to
be established and grow until they
become efficient. But it often leads
to inefficiency with a wide disparity
between domestic and international
prices. Protectionism can protect
Jobs by preventing a flood of im-
ports, but it can be a burden to con-
sumers and it can direct investment
to inappropriate industries.

The World Bank distinguishes im-
port liberalisation from trade liber-
alisation. Trade liberalisation in-
cludes devaluation and direct export
promotion measures in addition to
import liberalisation. _

q_ﬁ_ liberalisation orthodoxy of
the '80s advocated the earliest and
fullest possible import liberalisation,
beginning with the replacement of
m.ﬂmumﬁaqm restrictions by tariffs.

e second step was to move rapidly
towards a more uniform tariff struce-
ture, and the final step was to lower
the remaining uniform tariffs to-
wards complete free trade. Trade
liberalisation was part of overall
economic liberalisation.

The orthodox view suffered from
various inadequacies. Firstly, it ad-
vocated wholesale liberalisation and
precluded selective policies, for ex-
ample, tariff liberalisation of one

L] —

sector in conjunction with continued
protection for others. Secondly, it

saw little scope for reformed inter-
ventionist policies to, for example,

- enhance the provision of strategic

inputs. For the orthodoxy, the less
state intervention, the more success-
ful the liberalisation programme.
Most importantly, the orthodoxy
saw no distinction befween trade
wm_mww and industrial policy. Indus-
licies — for example assist-
ance for restructuring industrial sec-
tors which evolved under import
substitution, help for rt promo-
tion through selective ralisation
of imported inputs, or protecting a
domestic market as a reward for
exporting — were not given much
consideration.
. Evidence suggests that liberalis-
ing output, employment and the bal-
ance wmemuﬁ is often negative in
times of macroeconomic instability,
especially in developing countries.
- The ent that import Iiher-
alisation leads to export promotion
is particularly weak. Recent studies
have shown virtually no evidence of
A direct link between import liber-
alisation and manufactured export
performance.,
-Successful attempts to reduce the
anti-export biag in the "70s and ’80s in
countries such as India, Turkey and

C

Mexico were based on rt promo-
tion measures rather on the
liberalisation of mﬂmouﬁ. Import li-
beralisation usually came after
manufactured export success,

The transition to manufacturing
for exports has taken a variety of

- forms, In Colombia, Mexico and -

key, for example, exports grew from
protected and import-substituting
industries, Previously import-substi-
tuting production provided the base
of experience and learning that
eventually made exporting possible.

=mnmuﬂ studies of the exporting
success of Korea and Taiwan show
trade liberalisation was a very grad-
Ewnanﬂu.muoﬂ.ﬁﬁmmnﬁaﬁwﬂmm
implemented in conjunction with
selective import controls and protec-
tion of other sectors,

The substantial role of govern-
ment institutions in Xorea and

Taiwan in designing industrial and

trade policy is no longer disputed.
In €, which is considered a
classic proto of full and mummno%
liberalisation, the resuits are mix
Even there, liberalisation took five
years. The reforms’ success also had

{0 be questioned since they led to
increas m imports and unemploy-
ment, and a relative weakening of
the manufacturing sector.

In Australia, tariff liberalisation
did not have the anticipated effects.
In 1975 the government implement-
ed a 25% across-the-board tariff cut
which had a severe impact on labour
Intensive industries such as textiles,
clothing and footwear.

' The Australian experience holds
important lessons. Firstly, a loss in

supply capacity where imports un-
_ nmaﬂwpm

e market share of com-
panies with high fixed capital re-
ents is hard to reverse.
ndly, tariff liberalisation as a
strategy to restructure industry is
risky and assomes that export mar-
kets are open to new entrants — a
bold assumption. Thirdly, the remov-
al of tariff protection has not result-
ed in a substantial growth in manu-
factured exports.

The performance of SA’s manufac-
tured exports, with the decline of
traditional exports, has given urgen-

to the debate on the role of trade
:wﬁu__wm. tion. SA's relatively poor
performance is attributable to ina
wuwwmmwm frade and macreeconomic
policies which resulted in an anti-

export bias, leaving few incentives

LETTERS—m——

for manufactured firms to export.

On this basis, a 1990 IDC report.
commissioned by government-
recommended a fairly radical pro-
gramme of import liberalisation,
culminating, after five years, in
maximum tariffs of 15% for capital
and intermediate goods, and 30% for
consumer goods. This recommenda-
tion apparently formed the basis of
SA’s offer to nw‘m Uruguay Round of
GATT which, we understand, is being
reconsidered.

According to a recent World Bank -
study the real problem with SA’s
trade regime is not so much over-
protection, which is moderate by
middle-income developing-country
standards, but the complexity and
fluidity of protection.

Also, SA still suffers from an anti-
export bias which expresses itself in
two ways. Firstly, profit margins in
the domestic markets are higher
than in external markets. Secondly,

- input costs are above world prices.

€ World Bank pa mwwmu, im-
plicitly, with critics of the “SA ortho-
doxy” that the immediate reduction
of tariffs would have adverse effects
on an already stagnating economy. .
The wwwm_. suggests alternative wa
in which the anti-export bias could
be addressed. Immediate attention
should be given to input costs by
creafing a free trade regime for ex-
porters, possibly through improving .
the duty rebate system for inputs
into exports. In addition, the tariff
system should be rationalised. Grad-
ual liberalisation should follow im-
provements in exports. -

Ewum the World Bank paper pro-
vides valuable support for a more
considered trade reform wﬁ.ﬁmﬁ it
says little about industrial policies
that might strengthen potential ex- .
port sectors. Qur policy investiga-
tions aim at combining trade policy
reform with industrial strategies de-
signed to improve competitiveness. .

L The authors are attached to the

- Trada Policy Monitoring Project at

UCT which is sponsored by the

- ANC-linked Macroeconomic Re-
~ search Group. This is an edited ver-

slon of an article in the Iatest ed
tion of Trade Monitor. _

ont foar the dav lagving all the danrc



‘By Sven Lunsohe
ent of Finance 0As

The Departm
criticised key aspects
. Bank model for SA's economic
restructuring.

The model is one of three
being debated by the National
Economic, Forum (NEF) in ap
attempt ta find a_consensug
among business. government and
labour on a future economic

strategy.
The other modols are tho Gov

ernment’s National Economic
Model and a programme put

forward by the ANC and Co-

satu-aligned Merg group.

While the World Bank’ xogo
has not yet been made pu llc.
the Department of Finanoo 88
cial adviser, Dr Japie Jacobs

World Bak’s pla

of a World

yesterday released selooted de- :

tails at a function o%m

g noohorg Afrikaanse Sakekamer.

" Jacobs said the World Bank a
- promoted state spending in

socio-economic areas, namely
education, housing, health and in-

" frastructure to spur a recovery.

' He said the World Bank called

- for total public sector invest-
ment spending to be raised by
nine percent of gross domestic
product (GDP) over five years,

- while state capital expenditure

should be boosted from the pres-
ent 3,4 percent to 88 percent of
GDP.

- For example, the World Bank
called for an annual R6 billion

to R8billion to be devoted to
: gpending on water, sanitation

: and electricity projects over the
next five years. . .

" Jacobs was critical of the pro-

n for SA

ﬂ which he described as
¥4 botboms-u approach because

jt took llttle oognisance of the
spending constraints on the

“The World Bank says that
five percent economic growth

oould be achieved over a five-

ear period through a two per-
gont :?l:glin tﬂiﬂt - this
is unlikely i investmont is fo-
cused on socio-economic

projects,” he said.

panned

S

Jacobs also rojected the idea -

" of a public works programmes
to alleviate the uoemployment
problem, as it would only pro-
vide short-term relief.

He felt, however, that consen-
sus was emerging in the NEF
on a number of issues, including

* the need to maintain a tight anti-
" inflationary monetary policy.




18 ready to allocate a billion
dollars (about R3,2 billion) in
loans to South Africa once
power is handed over to a
representative government,

“The prospects are excel-

lent,” the bank’s ‘Tegional
vlce-president for Africa,
Edward Jaycox, told a news
briefing in London yester-
day, on his \way to South
. Africafor a week-long visit.

-Such loans would be the
- bank’s:first to South Africa
in more than three decades,

Jaycox said a.government -

acceptable to the black ma-
jority must be in place be-

fore the :bank could make .

the loans, ifor projects in-

cluding housing, health and -

telecommunications.

“We can’t lend to,South ..

Africa unless there’s a repre-

LONDON The World Bank —

‘Sentative government; but in-

my view that doesn’t have to
be an elected government. 1

- expect this to happen just as

soon as we get a {ransitiongl
government.” &6%3
Jaycox said“the ba
could not subsidise the white
minority in redressing im-

balances and there was abso-

- lutely no way the loans could

be concessional, .

The World Bank estimates
the wealth of ‘South Africa,
the world’s biggest gold ex-
porter, averages around
R7500-per . person- per 'year

~ecompared with R240 in

nelghbouring ‘Mozambique. -

»We're ready to g0, ;’ he said of
fwo of the ma]or black na-

— ———

sJayéox said the bank had
‘ ‘started preparing the
-projects ‘with both the ANC
and PAC, “When they tell us,

tionalist groups.

He added that develnp-
ment projects had to tackle
the needs of black South
Africans who were ‘forcibly
resettled under apartheid in
remote tribal “homelands”
or made to live in townships
some distance from the eco-
nomic cenires of ‘“white”
towns and cities.

“These are political
areas,” he said. “We've got to
get people lmng -closer to

-where work is ... land re-
. 'forin is involved as well »
‘But, wlth many black
youths impatient for radical.
redlstnhutlon of wealth, Jay-
cox warned: “If the Afncan,

majority think they’re all
going to have ranch—style

- houses. and two-car ‘garages,’

then we're’ in i_;rouble 2!’

- Sapa—Reuter
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Fiom GRETA STEYN

JOHANNESBURG. -—
The. World Bank’s econo-
mic framework for SA

projections could not be

realised because of the wrong ap-
proach to economic restructuring
in SA. )

Jacobs told a meeting of the Jo-
hanneshurg Afrikaanse Sake-
kamer he questioned the Bank's
apparent view that socio-econo-
mic restructuring should be the
engine for economic growth.

The Bank's framework empha-
sised the demand-side, which was
a fundamental difference to gov-
ernment’s supply-side approach.
While many in government agreed
with the sentiments expressed 1n
its latest analysis (still unpub-
lished), it was not made clear how
spending suggestions on housing,

cante under fire from _ 4 v
FinW&MHB'W.- :
Japie Jacobs yesterday, -
who argued the Bank’s a iy

il 1\_;"'&

bs '

. L
dew T
iy i

education, health and agriculture
would be financed. PR M
Jacobs objected to the view that
a government deficit of 6% of GDP
was acceptable and the Bank’s
statement that exchange rate poli-
ey had been aimed at protecting
the mining houses. SO

* The Bank's projection nf - 9%

average growth for SA appeared
impossible to attain because the
Bank’s approach was based on a
major push for investment in So-

cio-economiec infrastructure, .z

" In arriving at a growth rate, the

'Bank had assumed a productivity

rise of 2% which, Jacobs argued,

was unlikely if the major invest-
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ment push'was in the socio-écono-

‘mic arena. . oo
+" Jacobs placed the World ‘Bank’s

framework in the same category
as the ANC-aligned macroecono-
mic research group’s model, and
rejected both for their over-em-
phasis on the demand-side. He
was emphatic that public works
programmes could not be counte-
nanced as they would only pro-
vide a once off boost for the econ-

omy. :

® The World Bank sald §a§ter-
day it was ready to allocate $1bn

_in loans to SA once power is hand-

;L'Jf’d over to a representative
“'government. . .. - .

-—M
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World Bank model ‘fa

THE World Bank’s economic framework

a2 (%

—

for SA came under fire from Finance spe-
cial adviser Japie Jacobs yesterday, who
argued the bank’s projections could not he
realised because of the wrong approach to
economic restructuring in SA.

Jacobs told a Johannesburg Afrikaanse

Sakekamer meeting that he questioned the
bank’s apparent view that socioeconomic

restructuring should be the engine for eco- )

nomic growth. The bank’s framework em-
phasised the demand side, which was a
fundamental difference to government's
supply-side approach. While many in gov-
ernment agreed with the sentiments ex-
pressed in its latest analysis (still unpub-
lished), it was not clear how spending
suggestions on housing, education, health,

agriculture and other infrastructure would Q

S

XD said the macroeconomic viewpoint had

be financed,

Jacobs objected to the view that a gov-
ernment deficit of 6% of GDP was accept-
able and the bank’s statement that ex-

he bank’s view that RBhn-Rlﬁbp would be
Leeded for investment in social 1pfrastrue-
ture (excluding housing) — but it was not
made clear how this would be ﬁ;nanced.
Jacobs placed the World Bank’s frame-
work in the same category as the AN(;
aligned macroeconomic research group’s
model, and rejected bgth
emphasis on the demand side. He was em-
phatic that public warks programmes
couid not be countenanced as they would

(N economic arena. Productivity of social in-

th for their over- most important was the,labour-

GRETA STEYN—"

change rate policy had been aimed at
protecting the mining houses. -

The bank’s projection of 5% average
growth for SA appeared impossible to at-
tain because the bank’s approach was

~ based on a major push for investment in
socioeconomic infrastructure, J
In arriving at a growth rate, the bank
had assumed a productivity rise of 2%
which, Jacobs argued, was unlikely if the
major investment push was in the socio-

vesiment was unlikely to raise overall pro-
ductivity growth by 2% and hence lift the
growth rate to 5%, Jacobs said.

He described the bank’s approach as
“working from the bottom upwards” and

been neglected. As an example, he quoted
—10 Page 2

% J From l?n_gn 1 |
i Nia: g off boost for the eco- -
g;?nv;rt.leg’hile g;f:mmqnt gceepted mtﬂg; -
need for weaith redistx}hutmn, thgm =y
aim should be to achieve t.his
small business and traming. - |
The economic debate was at present

ch the
focused on three key areas, of Tar& et,’

v Y
le of govern-

The other areas were thq Io |
ment and competition policy. | !
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The fruits of progress

Behind the sound and fury of political vio-
lence and ethnic division that have dominat-
ed the headlines for the past seven weeks, SA
is moving steadily towards a negotiated set-
tlement. Progress was confirmed by World
Bank vice-president for Africa Edward Jay-
cox who this week announced his expectation
that a US$1bn loan from the Bank would
soon be available to SA.,

Reuters reports that he told a press confer-
ence in London: “We can’t lend to SA unless
there's a representative government. In my
view, that doesn’t have to be an elected
government. I expect this to happen as soon
as we get a transitional government.” Jaycox
was en route to the World Economic Forum
in Cape Town this week.

This potentially advances the date at
which SA can expect approval of an aid
package, from about April next year, to later
this year.

The process will require internal consen-
sus among negotiators. There has been a
strong lobby against development aid, which
will come with structural adjustment strings
attached.

But the Bank has done considerable
groundwork, liaising with the main political
groupings, and the tone of Jaycox’s comment
implies consensus can be achieved.

If this is the case, external consensus
should not be a problem.

The main stumbling block until now has
been the US, whose representative on the
Bank’s board has been required by the
Gramm Amendment to oppose a loan to SA.
Once the groups which now constitute an
internationally recognised extra-parliamen-
tary opposition are absorbed into-’govern-
ment and have approved the arrangement,
the Bank’s shareholders will agree to a loan,

It will not be possible to assess the impact
of a2 $1bn loan on the economy until the Bank
reveals how the funding will be made avail-
able, what the cost of servicing it will be and
what conditions will be attached, as well as
the term to maturity.

Though the Bank does lend funds to assist
adjustment programmes, it is primarily in-
volved in investment lending for projects and
specific sectoral activities. First applications
from SA are expected to relate to specific
projects.

Though World Bank representatives have
visited SA regularly since 1990, they have
confined their investigations to the macro-
economy and have not considered specific
projects. |

This means projects identified still have to
" be studied. And, once the loan is signed and
sealed, disbursement procedures are compli-
cated and lengthy. The process is likely to
take at least 18 months from the time the

g

loan application is approved in principle.

One way to speed up the process is initially
to identify simple projects in health or educa-
tion that require only a small amount of
funding.

The main benefit of this will be a change
in SA’s standing in the financial community
and an increase in domestic confidence about
future prospects. Consumers and investors
will feel more comfortable when they know
there is money in the pipeline to cushion
reserves against balance of payment prob-
lems.

Loan capital

But World Bank blessing will not necesar-
ily unlock private loan capital. The World
Bank provides semi-concessional funds for
development purposes, whereas commercial
sources would evaluate the risk-reward fac-
tors. They would not be prepared to lend
until SA has a cohesive economic policy.

Despite efforts to get SA reclassified as
developing, the country is still considered
First World by the Bank. With annual per
capita income of $2 500, SA far exceeds the
$1 235 cut-off point for loans from the

Bank’s International Development Agency

to developing countries. Eligible countries
pay no interest, only a yearly 0,75% service
charge on disbursed balances, over 35-40
years. Benefits include a 10-year period of
grace when no principal or finance charges
have to be repaid.

SA will have access only to the Interna-
tional Bank for Reconstruction & Develop-
ment which lends to countrics with per ca-
pita incomes of $1 235-34465 a year.
Concessions relate to the term over which the
organisation provides finance — 15-20 years
with a three-to-five-year grace period. Inter-
est charged by the Bank — at present an
annual 7,6% — is not concessional. [ |
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A NEW;World Bank report to be issued-shorily
“eancludes:that the net effeet of investing‘in tobac
€o. on glohal welfare is gmphatinally-'n@gative,f”
Derek Yaeh, group executive, essential Kéalth re.
geaé-ch, at the Medical Research Council; said yes-
erday, , . TR TC '
. ‘Commenting on a report that Johann:Rupert
executive chairman of the Rembrandt group, would
be honoured by the Worid Keonomic Forum as a

business leadervof-the future, Yachi:sald: #“The

World Economie Forum clearly‘valiigs short-terni

Profit makers above the health of populations,
“The health™of yntold generations-is' at rigk as

Rembrandt {argets’ the Poorest sector of societies
wnrldwxdg for tobacco sales,”
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South Africa
%*2{5—3(1&[‘13. -

By John M. Goshko ners (in the group of seven leadin ruptcy, the United States has re- !
| industrialized democracies) to help  versed course and called for Mobutu )
WASHINGTON — The United South Africa reenter to step aside.

States offered last Friday to help
South Africa regain its former im-
portance in world econgmie affairs
as soon as the black majority and
the white minority government set
the stage for multi-racial elections,

_“Snlgth_ Africa’s successfil transi-
tlon 18 important for Alrica, the
United States and the world,” Sec-
retary of State Warren Christopher
said in a speech outlining Presi-
dent Clinton’s Africa policy.
Christopher emphasized the im-
portance the administration
intends to place on promoting de-
mocracy and respect for human
rights on the continent.

South Africa, with its vast min-
eral wealth and industriaj base, hag
the most advanced economy in Af-
rica. But in recent years, the
tensions and uncertaintjes caused
by its racial divisiong subjected the
country to sanctions, boycotts and
flight of foreign investment that
forced it out of the mainstream of
world trade and financjal activity.

“The United States will help —
and we expect other industrial de-
mocracies to help as well,”
Christopher said in describing the
administration’s plans for working
with South Africa after President
Frederik W. de Klerk’s government
and leaders of the major black
Eroups agree on terms for g
changeover to majority rule.

“Once a Transitional Executive
Council has been put in place —
and a date for elections has been
set — we will work with our part-

economy,” he said, .-

Addressing the African: erican
Institute, an organization of schol-
ars and specialists in African affairs,
Christopher said the end of the U.S.-
Soviet rivalry allows the United
States now to pursue “4 productive
new relationship” with Africa. He
said that Clinton intends to Jettison
the Cold War considerations of the
past and make promotion of de-
nocracy and human rights the
foundations of his policy. * - |

“During the long Cold War pe-’

riod, policies were often determined
not by how they affected Africa,
but by what advantage they
brought to Washington or Moscow,”
Christopher said. “Thankfully, we
have moved beyond the point’ of
adopting policies based on how they
might affect the shipping lan
to Africa rather than the neople in

proach, he cited Clinton's
announcement last Wednesday re-
versing 17 years of U.S. policy by
recognizing the Angola government.

Christopher, who criticised Jonas
Savimbi of UNITA for seeking a
military solutien in Angola, alsg
had harsh words for another long-
time U.8. ally, Zaire's President
Sese .Seko Mobutu. For almost
three decades, the United States

courted Mobutu and overlooked the

corruption and oppression endemic
to his rule. However, in recent

months, as Zaire has tottered on
the brink of anarchy and bhank-

e-global
ey

give Africa more

ew ap-

“The people of Africa know where |

their future lies: not with corrupt,

dictators like Mobutu, but with

-courageous democrats in every part

of the continent,” Christopher said.
As a sign of Clinton’s intention to

Christopher noted that the admin.
istration is seeking to increase
country-to-country aid to sub-Sa-
haran Africa from the present leve]

of about $667 million to $800 mil.

lion next year, However, that sum
must be split among 47 countries.
By comparison, aid to [srael — the
country that gets the largest share

of U.S. aid — has been running at

$3 billion a year.

® The World Bank's top
-policymaker for Africa has an-

nounced sweeping changes in the

institution’s approach to the conti.

nent’s economic pro S, writes
Tami Hultman 2@ .
- In a speech to nual confer-

ence of the African-American
Institute, Edward Jaycox, vice-
president for the Africa region, said
the bank would no longer d; tate
development plans. @s
Acknowledging thai~Fie World
Bank had failed to devise solutions
to Africa’s economic problems, Mr
Jaycox said in future the bank
would help fund African govern-
ments to write their own
development plans and would use
most of a $20 million economic re-
search fund to support studies

commissioned by Africans them-
selves rather than bank economists,

attention,"
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Mohetary Fund and
forget about imposing

THE Internationa]
Bank could *

BRUCE CAMERON

f . -1

.Busingss Staff - li
“m

conditions” on South Africa in assisting it

said earlier the World Bank’s recommendations

to revive the cconomy, which had come under

fire from Mr Japie Jacobs, I%pedal adviser to Fi-
eys

under an African

National Congress gov-
ernment,

Manuel
nomics,
bank in

, head of the ANC depart-
said the people of South
ashington, would decide
on themselves.

nance Minister
was a “balanced approach”: ,

The bank, w

Africa, not a
what pain to infliet

Derek » a8 unworkable,

hich is standing in the wings with
ion for development projects for

- about R3 billi
South Africa,
said.

And earlier in

was not wedded to the model, he

“We will be very happy if it contributes to the

€conomic debate.” e

He warned though that achange in the g::liti-

cal environment would not result in growth,
“The economy will continue tg go down if a]l

the resources of the country are not used prg)-

d — the dis
what should be d .

Mr Manuel was s eakin
ence during a World |
on Southern Africa in

erly. There
way.”

g at a media confer-
conomic Forum meeting

still be things standing in the
e * , -

- -~He said if a future government under pressure
from labour.unions maintained the existing pro-
tectionism and trade barri “there will be a

little arrangemient, hi_glzil profits, high wages

ot L

e Town at which the
on the issue, and on a
structural change in

World Bank back-pedall
recent report proposing

South Afrie

World Bank vice-president My Edward Jaycox low employment”.

N Mr Jaydox said the Worid
‘Bank never dictated conditions,

but looked for 3 straightenin

out of publie finances an

vatisation. T .{ﬁ{’;". .| i
“We ask governments to ex-
ercise options. We do not insist

on any one formula,”:

Mr Manuel said,South Afri-
cans had struggled “for many
years to achieve sovereignity
over their own affairs, As they
gained this Sovereignity, they !
would not wendqr it again to
a bank in ashington,

He said South Africa had the
dcumen and the skills, as well
as a strong sense of national in- |
dependence, to restructure its
economy. § . .

“There is agreement that
there has to restructuring, If
this restructuring (by our-
selves) brings pain, it is ours. It
| g the process that is impor-

nt.” | :

.He said strueturail adjust-

ments being forced on Zimba-
| bwe were resulting in gains
made in the first 10 years of in-
dependence in education and
health “being rolled back.” o

The result was the World
Bank was now perceived to be
the enemy. .

The World Bank also admjt- .
ted that 40 percent of itg pro- '
jects in Afriea had failed.

-
—— — e
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“Industry 7 “losing ‘out on i

-2 f,r.r ; e g
5pend1ng ,g ,‘P
This wds an efcﬁse ?

poor competmveness* of Snuth |

SOUTH AFRICA is losing out

. onymillions; of rands of World,

Bank procurement spending
within half-an-hour’s flight of
Johannesburg because its in-

dustiries a ¢ titive
ennugh @@

World Bank vice-president
Mr Edward Jaycox, on his sec-
ond, visit to Suuth Afrma said
it was untrue that South Afrlca
was off-limits for World Bank:

ok B pef ToF d

OIlS

African industry.

- L]
H-*h

He said more than R15 bil: .
lion was being spent oh’ pro- |

curement within: half—an-hnur S
flight of Johannesburg

“South African’ cnmpames
are not getting the ‘contracts

because of the lack of cnmpetl—
tweness,” he sa:d 2 ,1

ol o




towards SA” govern

by the creditworthiness of
the country, says World Bank
vice-president Edward Jay-
cox.

Asked how creditworth
SA was, he replied: “It is dif-
ficult to say. It depends on
how much money SA has bor-
rowed from other countries.”

But the countiry was chang-

Ing fast and moving in the .

right direction. | |

“That’'s why we are here.
We want to have a good look
at what's happening and see
how we can help.”

He says the World Bank has
been -mm_.mmumzum to invest in

rojec SA for two years
wE__ the value of these invest- , w

ments total $1-billion. ... .

“People always get carried =

awa

World Bank

THE ﬂﬂﬂm _umm_w has =m= |
“open-en ending cy. .
e m%o only

with the amount of the . -pendent on it,

- s omE e E oy -

By JEREMY WOODS

making commitmenits in SA
and “encouraging others to do
the same”,

His trip, the second to SA,
was &zﬂﬁ.& to take in
the World Economic Forum,
held at the Mount Nelson
* hotel and attended by heads of

state and ministers from
-across Southern Afriea. .
Further optimism for SA's
acceptance on the Interna-
tional loan markets was given

++Pe
“Our lending to SA is de:

becoming a

big tigures. Aid is a very poor: member of the African Devel-
springboard for development ! . opment Bank. This could hap-
ﬁ wﬂﬂ_mﬁ expectations get  pen once a transitional gov-

loans. -
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S HSA loan

_drives Africa, Mr Sangowawa . cluded
_ being part of a regionat

ina ﬁaeﬁﬁﬁM eco-
nomy.” . .
Mr Jaycox says the Impor-

" tant aspect of

trip was
that the World Bank .was -

haﬁﬁﬂﬁgﬂﬁgﬁﬂ in

Mr Adewale Sangowawa,-

ce-president of the African | 8t $381 on Friday morning, ¢

opment Bank. - ; 4.0
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be the engine He sald SA’s/ “heeds" in:
. Mn:mnﬂ, stability,
said: “We see the SA economy ; peace and equallty,;as well as
a more competitive industry.

,“Tariffs and import duties

T _.H. protect inefficlent industries

pant role. The needs of SA are : and these will have to be
hased out, so that the couns
W.Funmm be competitive in the
tional business arena.”

enormous and we think It will ¥
be some time before the coun- -
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GOLD moved up and down
like a yo-yo and kept deal- 5, By JULIE WALKER

ers on ﬂ—uﬂmﬂ HE dﬂ*’. W;i
From $378 an ounce on » Week ago and looks des-

. tined to be sold out of the
ﬁﬁﬁ%ﬁﬁﬂ%ﬂm ”..,”_ food-dominated Del :Monte

i the grou a3 Lovasz
Fﬂw&ﬁwﬁn 8 mwﬂ.*mmm i n__m.ﬁ__amw..,_._nwmﬁumﬁ is a
~, On aggregate, ‘golds fol-'3 possible bayer; it too
lowed the Eﬂrﬁ caution § Warned of negotiations on
-crept in aﬂ.ﬁw.ﬁnﬁﬁbm j the same day. .- -
iy

. . suncrush puf on 500c 3
e oo far-ahead .40 500c ahead of announcing

of the gold price and that-#. board approval for'a 50-for-
the Emﬂﬁw was ly .. One share split. = -
overbought. The

Gold ., The property trust sector
8 to attract the inter-
ﬁ__ﬁ _mw Fﬂhfssﬁﬁ % est of institutions such as

_ _ 4 Board of Executors, whose
ﬂ%ﬂﬁmﬂ%ﬁﬂﬁhﬂ.ﬂwﬂw«mﬁ 3 June_newsletter recom-
money returned; dividend ; mends accumulation of
yields have thinned in past + quality . companies in the

weeks. Mining - sector,”

shares also -.mn.mwwaﬁmnm. mﬁoﬂ .. Higate and Histone both
Platinums were mixed :

..Hu ed carnings this week
after the metal’s price - PU prices -were un-
caught up with the precious - changed on the JSE.

share rush. In New York, -
July platinum futures con-

tracts reached $403/0z —
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NICISEMI says the
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It .ordered the main re-
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ing additionabwateT, deﬂcltashl&hﬂﬂﬁ:ﬂﬂﬂ?mafhe access to imported inputs. Ineen- |
BIMPCITIR el g i e

-bllion. Nationally, the cod 1 m e w produce
would bo mach higher” mmﬂglln real Lerras coulgi oag  for the domestic market,

THE World Bank, which will make
$1-billion & year in loans availahle
to SA once power has been trans-

ferved to a transitional government,  postricting the growth of recurrent

has tabled a four-point plan to re- _ The bank says new investment to ap increase In capital “Q 4 peeds a streamiined, automa-
vitalise this country's moribund ﬁ:ﬁﬁragln rapld growth i should not repeat the mistakes of from the present S,lgn to 38% tic, duty-drawback (ﬂl' rebate)
£COoNCIMY. gkilled labour u Erﬂﬁlﬂﬂ pemi- the lpant — “that Is, concentrate oo GDP in Ave scheme — ope which explicitly
The bank says in its first official  gxifled and m,iﬂ, WOTkers. . Inefficient and hlghlmapitnl- uln 1991 prices this transiates Into independent of anﬂymmﬁl;lﬂm that
hﬁﬁ?‘ﬂ:ﬂa mr“?ﬂtﬁ.:d::gﬁ’ @ Siressing job creation in emall intensive major parastatals” an nve{taaga Rn-hllgllun additional “F:miﬂﬂlgw op for local
growth pmsiness and agriculture. Whera posuible, preference should per cap TS "'"195
must revive the private ooy “;‘% iEnnﬁuragingﬂg reorientation of  be given to nbouy Iotensive publls 8 year for e blsck population.” "ere 13 o reason wh, given he
WMEMB Sitterontials be- manufacturing In favour of exports. . WOrks programines 's most ergent task in laterna- t economic environment and
| B en blacks and whites. . Thebankulmlthamnurcﬂneed- “Where the publie sector is the tiona} trade Is t0 deal with the antt- PO/, framework, the ecomticy
E mﬂ:: w . redistribute public services contractor, wages of unskilied work- export bips inherent in ita policies. ehould pot be able to re-esta
‘It must redress masslve ade%uateiy are copsiderable. * ers should be pald at ‘hout onehalf  “Two-thirds of the disadvantages f,‘g‘“"‘ per capita GDP growth
I Eflfei?lctfm th“ﬁ‘; 7 will cost around Re-biilion to  of formal sec r rates.” that SA exporters sulfer relative 1o utckly.
dlstrilfnu acilities, as wedl 23 vide sufflclent extra classrooms The bank says that feasible forelgn competitors stem from the
i t} ot nts or those children currently enrolled growth in government investment higher prices they pay for manuac-
¢ four polns Are and those out of school. Sould result In impressive redistrl-  tured inputs.
® Restructuring govermment expen- «The cost of urban renewal willbe  butlon. It is possible to have export net-

diture by raising iovestment In In-  even greatet. In the Witwatersrand “1f GDP growth of around 5% a trality while maintaining protec-
h'astrugfure and public services and  area me, the total cost of provid-  year could be attained, then n flscal  tion. must be Elvgn free
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F‘ B JEREMY WOODS .
THE World Bank has an “epen—ended lendmg pehey
towards South Africa” governed only by the coun-;
try’s eredltwerthmess, World Bank Vice-President "
- Mr Edward Jaycock said-in Cape Town on Friday.
Asked how creditworthy . South ‘Africa was, he
replied: “It is difficult to say. It depends how mueh
money South Africa has borrowed from other coun-

tries.”, But he said, the country w ehang1 fast
and moving in the rlght direction. C%l

““That’s why we are here. We wan ave a eed
look at what’s happening and see how we.can help P

‘He said the World Bank had been prepanng to .
invest in projects here for two years and the valye of-

these investments totalled $1-billion. . &&k297)
“Aid is a very poor springboard for dev T

and people’s expectations.get too high when it
comes to loans. Ne amount of aid supplements the:
flow of savings and cash flows g erated in
erly structured economy. ” (

* Further optimism for S eeepte on
ternational loan markets was given by Mr Adewale
Sangowawa, vice- premdent ef the African Develep-
ment Bank.

“Our lending to South Africa is dependent on it
becoming a member of the African Development

- Bank. This could happen once a transitional govern-

ment is in place and I believe South Afrlea -could -
]em by the end of this year.” ,
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I CAPE TOWN — South”
;Africa is losing out on mil-
lwns of rands of World
procurément spend-
ing .within_half an hour’s

' competltw of indus-

dent Edward Jaycox, who
is on his second visit to
+South;Africa, said. in a
. NG ngd interview it was

mun je that SA was off
nﬂqhml s for World Bank

F oLl |
~; pendmg.
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flight from Johannesburg
because -of the lack of,

World Bank wce-presu

the boat
. % £y ﬂ"”"fnr

#l'l'

“the’ pdﬁr competltwen

of SA' industry’; i€ said:™" | -

iw

‘He said SA. compames'
were-already receiving
procurement contracts for
development projects in

" neighbouring countries of

up to R90million:a year,
but this was a fraction of

. the..R1,5 billion:..being

spent -on procurement

within half an hour’s; fhght
from Johannesburg’

"SA companiesafe’ not

~ getting the contracts be-
cause of the Tack of com—-

petit:weness ?

!
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CAPE TOWN — South Afri-
ca, mired in its longest re-
cession on record, could
enjoy rapid growth in-the
early years of a post-apart-
heid government, although
benefits must be shared

the World Bank.

The bank, in a report re-
leased at the weekend by its
Southern Africa department,
says most of the country’s eco-

nomic, as well as political,

problems are rooted in apart-
heid.

No economic programme,
however well designed, can suc-
ceed without ificreased social
. stability, says the report, pre-

sented to a two-day meeting of
the World Economic Forum in
Cape Town.

“If gains from growth are not
perceived as being distributed
equitably by the community at

L
-0

emerge, and political and eco-
nomic stability will be under-

-mined,” it says.

The bank says the report was
distilled from informal discus-
sion .papers prepared by its

: . Staif and a wid
fairly to sustain this, says and a wice range of South

Africans, and is not an official
bank document.

The report says South Afri-
ca’s income per capita of $2 500
a year puts it among upper,
middle-income._developing

countries. @
Dispari le@
But per capita ineeme for

whites is almost 10 times higher
than for blacks, and 45 times
higher than for coloureds, it
notes,

Wide disparities range from
access to services, including
water, sanitation, electricity,
education and health to social
welfare in areas such as infant
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mortality and life expectancy
at birth.

The extremes, it says, “tend
to confirm that there are really
two South Africas — a First

World society for whites and a
Third Werld society for blacks”.

Key problems which have to
be addressed range from high
unemployment — one-quarter
of the black labour force is
without work — to declines in
investment and productivity,
while the trade regime is bi-
ased towards production for the
home market rather than inter-
nationally competitive exports.

Also, private sector confi-
dence has been badly shaken by
growing political uncertainty
and rising violence. .

“To stimulate growth, the sin-
gle most important ingredient
is investor confidence,” it says,
adding that this will only
emerge if, unlike in the past,
policy-making is transparent,

r ' Il -!I
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with no cho

ping and changing.

It is difficult for the auth-
orities to stimulate the econ-
omy now in the face of a num-
ber of constraints, including the

balance of payments, the fiseal
deficit, and a need to keep infla-

tion under control.
Advantages include spare ca-

pacity and excellent infrastruc-
ture.

Investinent

Little new investment will be
needed in coming years in much
of the transport and communi-
cation systems, and electricity
generation.

Foreign debt, estimated at
$18 billion, is low, with the ratio
of debt to gross domestic pro-
duet unusually low. .

“South Africa is not in the
foreign-debt trap faced, for ex-
ample, by some countries in
Latin America and Eastern Eu-
rope.” — Sapa-Reuter.

.II_THHﬂm

- i



!,Ln.'- T . . '
By Peter Fabricius
1 Star. Bureau

tWASHINGTON — South
Africa expects the World
Bank to provide aid of up
to R3,15 billion a' year to
bolster the imminent tran-
sitional government.

And it also expects the G7
couniries to provide an eco-
nomic package — “and not
just encouraging words” — at
its forthcoming summit.

{ -South Afriea’s ambassador
to the United States, Harry
Schwarz, spelt out the coun-
{ry’s.needs when addressing
the National Press Club here
‘yesterday. -

. ,He appeared with Constitu-
tional Development Minisfer

Roelf Meyer, who said that -

now that the negotiating par-
ties had set a date for the
cpitntry’s first’ democratic

elections, ther ho

why sanctions coulg- not_be

lifted immediately. @S
Schwarz said that n all

South Africans could vote,

they would ask: “Are we bet-

ter off than before?

“There has to be a degree
of immediate gratification to

meet expectations and here

the World Bank can play a
very important role.
“They will have a series of

projects that can work up, -

within a relatively short
time, to about one billion dol-
lars a year,” he said.

. “At the forthcoming G7
summit, we want South Afri-
ca raised as an economic
issue. We believe the US ad-
ministration will -do so. We
don’t believe it’s enough to
have encouraging words from
them. We would like fo see zn
economic package from

them, the same as that for the
'Russian Federation.”

.....



WASHINGTON -4~ Mobilis:
ing investment in SA’s post.
apartheid reconstruction
by US pension funds and
university endowments is
the goal of a conference to
be held in the US capital
next October, after the ap-
nual meetings of the IMF
and World Bank,

A key aim, said organiser
Herman Nickel, a former
US ambassador to SA, was
-to “concentrate SA minds”
on developing attraetive in-
vesiment instruments for
US institutional investors,
SA corporations had beep

. Ingfma{ﬂl@k ' ‘s-
T S iMoN BARBER .

? private investment arm,

were expected to attend Responsibility Research
The iditiative had strong

Support from the Clinton

@Pment

administration, which was
=<1 looking for ways to stimy-
asked to help underwrite late pension fund invest-
the conference, which ment in SA once the ANC
would bring together lead-_ gave the go-ahead.
ing players in the SA finan- Although investing in
cial community, 4S5/ post-apartheid Sa might fit
These included thea the social objectives of
munity Growth Fund and many of the big US funds,

-
Ll

the Independent Develop- Nieke] Stressed that man-

ment Trust. agers had a fiduciary obli-
Representatives of the gation to concentrate on

International Finapce Cor-  the bottom line.
L.poration, the:World Banik's

Meg Vorhees, of the
Washington-hased Investor

&+

Service,»whose clients ip- |
clude university endow-
ments and institutiona] in-
vestors, said she had seep

were “champing at the bit”
to invest in SA. Man

-.and were
likely to continue to do SO
for some timé after the|
ANC gave the all clear. |

little evidence that funds |
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IMF, World Baﬁk S&t v J Fesume loans

WASHINGTON. — The Inter-
national Monetary Fund and
the World Bank are ready to
resiime loans for South Africa
as soon as sanctions are lifted,
but the country’s black leaders
must first give the go-ahead.

Negotiators are to meet to-
morrow in South Africa to fina-
lise the date of the country’s
first non-apartheid elections,
expected to be held on April 27,
and to set up a commission to

African National Congress
president Nelson Mandela said
recently that his organisation
would call for an end to the in-

ternational’ embargo once the

commission was set up.

In principle, such a move
would pave the way for the re-

sumption of IMF loans — sus-

pended since 1982 — as long as
the institution’s financial re-
gquirements are met. -

“The IMF is available when

they want,” said an internatiog-

1

al monetary source,

It is believed the financial
institutions would be ready to
deal with the South African
government and the transition
committee and that there were
two principal ways to extend
assistance — a standby credit
aimed at improving the coun-

-try’s balance of payments defi-

cit, or a special credit facility
to cope with problems such as
a severe drop in exports com-
bined with a rise in imports. —
Sapa-AFP. . .
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of East London,
Jusue an industrial
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arassment.

The managing director of
the baby-clothing manufac-
turer, Tom Cawood, says he
was forced to lay off 160
Sworkers after the Port Eliza-
eth Industrial Council for
mghe Clothing Industry {East-
gzern Province) extended its ju-
g diction to East London. He

iays it sent fictitious applica-
tions by East London factor-
ties to the Industrial Regis-

‘trar.

“1 am one of the En—ﬂ
# ones,” says Mr Cawood. “I
1 survived. Two other budding
‘# entrepreneurs in the Kast
<jdLondon area, employing
symore than 1 000, were forced
. thto liquidation because of

e industrial council. Our

three factories supported
15 000 dependants.”

» PN
councils,

= Industrial in
terms of the Labour Rela-
{ltions Act, regulate conditions
1fof employment, minimum
Yiwages and other employee
qpbenefits and provide for the
iresolution of disputes. They
{lare private organisations
gsmade up of employer and
trade union representatives.

*
’ 1

from a pr

HwINNER of the 1992 En-
of the Year
Annie’s Creations
plans to
council
R2.5-million in lost
q ?wncm_.,w_ claiming untawful

‘Councll faces R2,5

. (34 . o

By CIA YAN

Membership is voluntary, but
agreements are binding on
non-members.

The industrial-council sys-
tem was given a shot in the
arm two weeks ago when the
Cape Supreme Court con-
firmed that agreements are
binding on non-members.
Twelve mE%_nwmwm coniested
the right of the National In-
dustrial Council for the Iron,
Steel and Metallurgical In-
dustries to extend its agree-
ments to non-members. The
were ordered to comply wit
the council’s agreements.

Enough

Mr Cawood moved Annie’s
Creations from Rustenburg
to East London because the
Cape city had no industrial
council for the clothing in-
dustry and wage rates were
lower. But last year the coun-
cil extended its jurisdiction
to East London. It senf a rep-
resentative o Mr Cawood’s
offices last August.

“In a very abrupt manner
he demanded to see my
books, so I threw him out. He
returned with the police. We
were treated like criminals. 1
was told that I was underpay-
ing my staff and we had a

----------------------
---------------

111111

criminal case pending
against us.

“We considered closing our
business. I have had to delay
buying more equipment be-
cause of the uncertainty
about my business.”

Mr Cawood alleges that
Port Elizabeth-based cloth-
ing firms, jealous of his lower
labour costs, instituted the
action. Of the six employer
representatives on the coun-
cll, two are related and two
are from the same company,
says Mr Cawood.

Applications to the Indus-
trial Registrar and former
Manpower Minister Eli Louw
for exemption from the in-
dustrial council agreements
failed.

The council’s records show
its members are in the mi-
nority and therefore not rep-
resentative of the industry,
says Mr Cawood. In spite of
publication of a notice in the
Government Gazette by the
Industrial Registrar that the
council was no longer suffi-
ciently representative, its
agreements are still imposed
on non-members.

Mr Cawood says: “1 decid-
ed enough was enough. I de-
cided to go to war with the
wﬁﬁﬁ&- Ewu%mww i m_mnu_wn

ave emplo e
now to ﬁﬂ:m the nuﬂmmo_.w Emu_m
were coming in, but I am
down to 100. I know what it
must have been like to own

clal
f1

your own business in Russia.

“Now we are instituting le-
mw_ action against the coun-
E --u_

Brian Topic, who runs a
car valet service on the East
Rand, says an industrial
council official arrived at his
premises to inspect the wage
book. He was told some of his
workers were underpaid.

“The official called all
staff members into my office
and told them that they
would receive pay increases
of 18%. Later, another in-
spector told me my n&ﬂb&
pay rates were correct’

Topic says he may be
forced to e¢lose his business
after being summonsed to
the industrial court for refus-
ing to reinstate a driver
found drunk at work.

Unfair

“Two months after firing
this driver he turned up at
my premises with a union of-
ficial, claiming unfair dis-
missal because he was not
given 24 howrs' notice of the
hearing. I was told to re-
instate him as a driver, even
though he was frequently
druck and a risk to life and
property. I refused and must
appear in co lacing m
business and 33 jobs at risk.”

Several employer feder-
ations blame industrial coun-
cils for strangling job crea-

...”".." ..u...H. P .".b.._.-..._. “-
e e
o e o

TOM and ANNIE CAWOOD: Enough's enough, we're going to war to save our business

tion because agreements are
hinding on non-members, re-
gardless of their ability to
meet the cost of compliance.
The number of industrial
councils declined from 104 in
1981 to 91 in 1980. The num-
ber of employees covered by

industrial council agree-
ments fell from 127-million
in 1981 to 800 000 in 1980.
“The system is blatantly
undemocratic and immoral,”
says Hein van der Walt, di-
rector of the Confederation
of Employers of Southern

Africa, which has 120000
members employing 2.4-mil-
lion workers.

“The industrial council
system has a total disregard
for the trade freedom of em-
ployers and the right to
work.”




THE total cost of providing water, sani-

tation and electricity needed in the Wit- -

watersrand area alone was estimated at

Economic Perspective on SA.

. Johanneshurg management committee
chairman Ian Davidson declined to put a
figure to infrastructure spending needs at
the release of .the Johannesburg budget
about :a month:-ago. The Metropolitan
Chamber:is. doing its own study into the

" spending needs and fiscal resources in the

Witwatersrand-area,
~* The World Bank publication, which is a
synthesis of a number of informal discuss-
~jon-papers prepared by the World Bank,
~gaid it would cost about R8bn to provide
enough extra classrooms for pupils en-
rolled at present and those out of school.
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black population.
/ AT
‘New public investment should not

major parastatals. Nor should it he“direct-“ﬂ;.:ﬁbmpeﬁtive,"the' Comsent high unemploy-

ed to infrastructure in white areas. Where .
possible, preference should be given to la-
bour-intensive pu
public sector, as contractor, should pay
unskilled workers wages of abhout half for-

Rébn-R10bn, the World Bank said in an

“The resources needed to redistribute
public services adequately are consider-
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i ¥ &5 In another break with conventional wis-
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peat past mistakes, when money was spent ‘h'gl
on inefficient and highly capital intensive .
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blic works projects. The .
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able. ... Feasible growth in government
investment could result in impressive re-
distribution,” the report said. The priority
was to revive government investment as a
percentage of GDP to the levels of the
1970s and to control growth in current
spending. - -
The bank, in a break from the {raditional -
deficit rule of 3% of GDP, said a fiscal
deficit of 6% of GDP could be sustairiedifa
GDP growth rate of about 5% a year could
be attained. Control of recurrent-spending
to 2% a year in real terms would be consis-
tent with an increase in-capital spending
from 3,4% to 8,8% of GDP over five.years..
In 1991 prices, this translated into an-aver-
age increase of R1lbn additional per.ca-
pita spending of about R325 a year for the
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thal sector rates. "

the bank said SA’s average import
ot high by developing country
While a lower average rate
more internationally

-dom,
uty was n
standards. W
would make industry

F-

ment and stagnating economy made such a

“eourse undesirable. Rather, SA needed to
' make protection transparent and rational-
‘ise the import duty schedule, -
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‘World Ban: endmg up |
"WASHINGTON. — The World Bank's tiew Jlefding
commitments totalled 4 record/§ 317‘bi11idn-§§;-' the

'year ended on June 30, compared with lendiﬂg]

P
mitments of $21,7 billion a year earl,ierﬁfq" brEﬂ
lEnd-

ekl i LU T
war-

. A spokesman said yesterday the multildteral-
Ing agency’s commitments amounted.to $16,9%illion
for about 122 projects, The remainder was taken up
By 123 projects sponsored by the International De-
svelopment Association, which made loans with be-
low-market rates-to the poorest countries. -

- The'spokesman noted new lending-to Africa to-
['talled $2,8 billion, $1.2 billion less than the year be-
‘fore owing in part'to administrative:delays resulting
|from political transijtions, — Sapa-Reuter.
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THE Werld Bank m a’
break from'the tradition:" "
al deficitirule .of 3% .of
GDP, said a fiscal defieit-
of’ 6% of. GDP could he..’
sustamed if a. GDP.
growth raté of about 5%
a year ¢ould be attained.

In an Eeenemie Per-
SpEEtIVEﬁE ofl ~-SAzireport,
the bank'said control of
recurrent spendmg fo
2% & yeéar-in real terms
wuuld be consistent, with
an increase in eap1tel
spending from. .3,4% . to-
8 B% of. GDP over five
.years: Tn:1991 prices, this
translated into an aver-
age increase of R1lbn
add1tmna1 per capita
spending of about R325 a
| year for the blaek pepu-
- latlenf\

New: public mvest-
ment sheuld eentre on
labeur-mtenswe pubhe
works: pre;eets

In-another break with
converitional wisdom,
the bank said SA"s aver-.
age import’ duty-‘”was not
high by develeplng‘ coun-
try. st‘*andarﬂds SA
needéd to maketprotec-
tion transparent end ra-
tionalise the 1mpert duty -

schediile. - ‘mﬂf
5 .Theebank rsaid: 1t
would cost aboutR8bn-
to provide. ennugh extra
classrooms’ forpup pils:
enrulled at present and -

those“out of school.
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By Jo-Anne Collinge

It would take more than
R10 billion over the next
five years to wipe out
service deficiencies in ex-
isting townships and to
provide full services to
new settlements on the
Witwatersrand, the World

Bank calculates.

If a “minimum” service
level were accepted, the bill
could be reduced to
R6 billion.

And, the bank warns, if the
Reef were carved into sepa-
rate metropolitan areas, this
could leave the West Rand
unable to finance any mean-

ingful development of ser-
vices, Eﬂ ‘3

If, on the other hand, the
eastern, central and western
areas of the Reef were com-
bined into a “single metro-
politan entity, fairly ambi-
tious investments could be
undertaken”.

The findings emerge from
research conducted last year
by an urban sector recon-
naissance team of the bank.

The report takes a look at
what would happen to re-
gional service council levies
and property rates in white
areas if these sources of fi-
nance were the only means
of securing loans to upgrade
the townships over the next
five years.

It assumes that standards
of service in the present
white local authority areas
should not be allowed to fall.

If the Reef formed one
metropolitan entity:

® By the fifth year an in-
crease of 18 percent on cur-

rent RSC levies and local au-

thority rates would be need-
ed to upgrade townships,
provide services to new sites
and develop bulk infrastruc-
ture to a “full service level”
— that is, supplying electric-
ity, internal piped water,

 tarred and drained roads,

i

K

B

conventional sewerage and
refuse removal.

® If an “intermediate ser-
vice level” were accepted —
that is, stand pipes in yards,
other forms of sewage dis-

posal, only main roads

tarred and drained, no house
%o house refuse collection
and limited electricity sup-
plies —.an increase of only
¢ percent in total revenues
would be needed by the fifth
year.

The World Bank is careful
to point out that its figures
are in some respects a
“worst case” scenario.
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Good Morning Grandma e Soweto police greet the elderly with hot soup at the Tladi, Soweto,

Boumat "man denies
fraud and forgery

Staff Repﬂrters

-

Dr Adam Klein, chief execu~
tive officer of Sandton engi-
neering company Boumat,
accused of among other
things,” fraud and -forgery

last night denied he had done )

anything illegal.

In a statement Klein said:
“I utterly
allegations that I perpetrat-
ed any fraud of theft or forg-
ery to the prejudice of Bou-

mat, Saficon (the parent

company) or anyone else.
“ 1ntend to defend my self
to the hilt and to show, as I

indjcated at the bail applica-
tiué] that my actions were

the consent and the ap-
proval of the company's’."

!lchairman and not calculated
to prejudice the company,” /

he said. - SR

Klein, rgleased on R30000
bail, was arrested at Jan
Smuts Airport .on Tuesday
when he arrived home with
his wife, Lindsay, from a US

business trip.

repudiate all the

Yesterday he appeared in
the Johannesburg Magis-
trate's Court in connection
with charges including forg-
ery, theft and fraud totalling
$540 000 (about R1,6 million).
He was not asked to plead
and the case was postponed
to Qctober 5.

In a statement yesterday,

Bnumat said Klein had been -

suspended from his position
as chief executive officer, a
position he has held since
joining the company last
vear. The company will hold
a disciplinary hearing.

The statement said Bou-

mat would be unlikely to suf-
fer any financial loss.
- “The matfer is in the
" hands-of the ttorney-Gener-
al and, accordingly, sub ju-
dice,” the statement said.

- JSE-listed . Boumat con-
trois & portfolio of busin-
esses supplying building and
civil engineering materials.

Dismay over arrest
— Page 22

SAP shows |Pol:

it has a
warm heart

By Happy Nkhoma

Attempts by police to im-
prove their image in the
townships is often viewed
with scepticism, but their
joint feeding venture with a
major chain store yesterday
was accepted warmly b
pensioners in Tladi, Soweto.

Hot soup and bread after
hours in the cold came as a
welcome relief to Josephine
Diketle (70), of Naledi, and
many others.

“l got here at six in the

morning and I wouldn’t have

had a2 meal until I got home
at lunchtime,” she said.

Timothy
bled in a train accident,
brought his unemployed

cousin for protection.

“The police here are dif-
ferent. The food was our first
for the day after leaving
home at five,”” Masisi
beamed.

Masisi (31), disa-

il
-

reor

Police are
,against &=

reopened in
anti-gam:h's-
ing to wii.-
spokesman -
Andy Pieke.
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By Michael Chester

The whole of Africa was urged
in Johannesburg yesterday to
start a massive re-think about
the role of government and leave
more room for the private sector
to take the lead in economic af-
fairs.

The advice was delivered by
the International Finance Cor-

poration (IFC), the affiliate of

the World Bank that is showing
mounting concern over the
Jownward slide of economies in
sub-Saharan Africa.

[FC small business develop-
ment manager Richard Parry
said global experience proved
the private sector was far bhet-
ter equipped than government to
generate expansion and job crea-
tion.

Parry was opening a special
two-day conference called by the
gA Foreign Trade Organisation
to review the various business
opportunities offered by political
and economic transition across
the continent.

He said it was dangerous {0
follow out-moded notions that
the private sector was a preda-
tor and should be under state
| control.
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Richard Parry . . . new Invest-
ments not enough 1o arrest .
and reverse the trend

&)

For far too long, much of Afri-
ca had toiled under governments
that had not concentrated on
their basic role — such as provi-
sion of sound education and
health services — and failed to
release the energies and entre-
preneurial talents of the private
sector.

In turn, average per capita
incomes in sub-Saharan Africa
had shrunk by no less than 25

percent since 1970. Africa’s share
of world export trade had been
halved. -

“One does not need fo look far

to find examples of couniries

where school children have no
books, hospitals have no supplies
and shops have no goods on the
shelves,” he said.

New invesiments in Africa

were still not enough to arrest

and reverse the downward trend.

The World Bank estimated
that Africa needed new invest-
ments to equal no less than 25
percent of gross domestic pro-
duct every year to show im-
provement in unemployment and

sncornes amgng its growing pop-

ulations. LSO

In fact, investment rates over
the past five years had lagged
hehind at only 17 percent.

In dramatic contrast, the in-
yvestment rate in the dynamic
economies of East Asian coun-
tries had been running at 34 per-
cent. )

Parry advised Africa to con-
sider the results.

«Just over 30 years ago,” he
said, ‘‘per capita income in
Ghana was higher than in both
South Korea and Malaysia —

-

.I.—.A.IUV@ W 0.
as Africa’s saviour

and many people thought
Ghana’s development prospects
were considerably brighter.

«yet it has been Kast Asian
countries that have managed to
lift millions out of poverty in
less than one generation. Africa
should be aiming at the same
goal.”

Official overseas aid to sub-
Saharan governments in the
1980s amounted to R340 billion
and was still running at more
than RG0 billion a year.

“One cannot avoid serious
questions about the effectiveness
of much of this public invest-
ment,” he said.

The critical challenge in Afri-
ca was to attract direct private
investment — from domestic as
well as overseas SOUrCes. One
option was privatisation of vari-
ous state services.

«Tf Africa is to break out of
the cycle of dependence on for-
eign aid, combined with slow ec-
onomic growth and living stan-
dards that are static or falling,”
said Parry, “it needs to develop a
vibrant private sector.

“If other counfries In other
parts of the world can do it, so
can Africa.” :




Hi

whites and 2 Th
S, according 0 @ Asians.
World Bank report. gut there is evidencs that the
cities, South  wage 2P between whites and
is narrow-

«Ip its white
ong the top four - other racial groups
the World Bank.

or five countries 1p the world i ing, says
er-capiia spending on infras- .
P : wgince 1970, the shar® of per-
sonal income accruing 1o whites
>4 substantiallys T

are for Africans in-

facilities on qverage
developin ies with Sl i-
s g‘cnqntn s with Sio: creased from 22,3 percent to
in 1987, partly due to

lar per capita jncome a1 ¢
Figures publis ed in the percen , Palt

abuve—average wage inereases

the early

Eco- ;
for Africans from

World }i‘.jank report ns -
nomic erspective ot out
-icq indicate that apartheid 1970s onwards
) ensified inequality i South Government SPEV . =,
Africa beyond thal expected 11 apartheid also discriminated
5 country at 1S jevel of de- i favour of whites, 817
ing rise 10 jes ]

velopment. .
with the pulk of gouth Afri- access to
lic services.

ﬁl income going to




By Claire Gebhardt

'] South Africa, now in a deep reces-
‘1 sion, has much in its favour, says
.| the World Bank In an Economic
‘| Perspective on South Africa.

It notes that the country is rich
-| in natural resources, its economy
'1is well-managed and its income
t| per capita of $2 500 a year puts it
in the upper middle-income
bracket for developing countries.

The World Bank says the cur-
rent recession, the lungest in
South Africa’s history, is partly
due to the demand shock that fol-
| lowed a nose-dive in investment
: | by parastatals in 1985 and a lack
!'| of consumer and busmess confi-
: l dence. -
I°- But the prublems run much
dt-:-Eper as is evidenced by a de-
“¢lining GDP: growth over 30 years
and dramatically increased un-
i emlﬂo ent, says the publication.
11" Tnequality between blacks and
45)-svhites in employment, income,
E -education and access to other
v
!

‘public services is almost as. w1de
-as ever.

Problems

! - “Many of Suuth Africa’s eco-

{ 1 nomic, as well as political, prob-
t|lems are rooted in apartheid
14 especially through distortions in
' \1abour and capital. -
1.} “One central problems is not
| | just low output but low factor
.{:productivity (nves| ing a big slice
34 uf national income and receiving

ery little in economic returns).

141" “Another is high unemploy-

7 «at the same time, inequalities
1} are: very . wide with. the bulk of
{ :| national income going to whites.

i

l

!

], ment especially among blacks.
I -

(] A The pubhcatmn notes that
.| white incomnes per capital are al-

L
{ ‘most ten times those of Afncans
: and 4, 5 times those of Coloureds.”
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The World Bank says twu of

the most important mﬂuences on

GDP growth have been lower in-
vestment and declining produc-
tivity, . compounged by s toral
inefficiencies.

“On top of this nega ve de-

" mand shocks in recent years have

pushed the economy below 1ts
production capacity.”

So what are the solutions?

The World Bank’s recipe for
growth is a revival of the private
sector, increased empluyment |
.=rnwth and the narrowing of in-
come and other inequalities be-
tween blacks and whites.

It says this can be achieved by
resfructuring govermnent spend-
ing and increasing spending on in-
frastructure and public services,

especially for the poor.

“At the same time, ‘growth of
total spending must be restricted
to meet budgetary targets.

“Rapid growth in skllled la-
bour, especially by upgrading the
semi-skilled and unslulled needs
to be encouraged.

“So to does estabhshmg a
transparent and-credible incen-

tive environment alongside the
reorientation nf manufacturing
towards exports.
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CRUTINISE the following
statements and see if you agree.
The World Bank would like to

ment:
®Maintain a strict monetary policy

to crush inflation completely and lower
the Budget deficit (the gap between
revenue and spending) to around three
percent of gross domestic product.

®Drive down wages to increase
employment and lower the country’s
capital intensity.

®Liberalise the economy for the
sake of efficiency and export-led
growth by cutting all :.man protection
immediately.

If you thought the above true, you
would be wrong on all counts.

The World Bank’s latest policy doc-
ument, An Economic Perspective on
South Africa, breaks with past doctri-
naire thinking on a number of points in
suggesting paths out of South Africa’s
eConomic mire.

Take inflation. Yes, the World Bank
advocates prudent fiscal and monetary
policy, and warns against a return to the
negative real (adjusted for inflation)
interest raies the Reserve Bank allowed
between 1973 and 1983.

Crucially, the Bank also warns:
“Equally, the authorities need to con-
sider the consequences for the real
economy of quickly reducing inflation
much below ifs present level.”

On the deficit, the World Bank
notes: “If GDP growth of around five
percent a year could be attained, thena
fiscal deficit of as high as six percent of
GDP may be sustainable.”

In the context of productivity, the
Bank does repeat an oft-stated assertion

The World Bank has issued a

see a new South African govern-

document on South Africa in

which many of its usual

economic pronouncements

- seem markedly toned §

~_REG w..__s_,-m< Hﬁoﬁ

- i

that sectors nm the mo_.:__ }?E: econ-
- ' omy, particularly manufacturing, are
_too capital intensive, and that this has

contributed to slower growth.
As Nedcor chief economist Edward
Osborn and, lately, Old Mutual

economist Terence Moll, have pointed-

out, the reasons for the rising
capital:labour ratio are not as simple as
popularly supposed.

The Bank does mention the effect of
large “strategic’ investments in chemi-

cals, and does not attribule the phe-
nomenon entirely to negative interest

rates or high wages.

It does point to increases in black
wages as a constraint to employment
and growth. “Earlier work indicates
that movements in real black wages
have contributed significantly to the
slowdown in growth and employment
in 1970-1985. In the absence of such
changes, employment of blacks and
real GDP wouldhave been, respective-
ly, about 14 percent and 3 percent a
year higher in 1985.

“The change in relative factor prices
would thus seem to go some way
towards explaining the decline in
employment growth, and a little way
towards accounting for the decline In
GDP growth.”

It does not risk trade union wrath by
advocating a simpie lowernng of black

- Thousand .
18000} -~

2000 T

@_/E/A m&mﬁm some @.

Labour demand and supply in the
formal economy (1990)

i

Vhites Coloureds

Asians

Tota!

Blacks

The unemployment problem writlarge ... The World Bank views training

as a key solution

wages. Indeed, the Bank has moved
closer to the union position, as enunci-
ated at the National Economic Forum,
of insisting on more training.

“On the supply side, expansion of
skilled labour is needed to ease the
upward pressure on wages as the econ-
omy moves back to full capacity. This
will have positive effects on both GDP
and employment growth. 1t is likely to
increase capital productivity by remov-
ing the major constraints that effective-
ly linked skill accumulation to growth
in white labour supply.

“That should also encourage rapid
growth in the employment of unskilled
labour, as the returns are higher when

Source: ABSA

complemented by greater skills of
other workers. This will alsocounteract
inflationary pressure from growing
white wages and, perhaps, reduce black
wage growth as pressure for catching

'up is reduced.”

The Bank goes on to say the process
will also increase income equality.

Education and training will take time
to be effective, the Bank acknowl-
edges, and so the skills of the labour
force should be upgraded quickly
through training.

Again, the union movement would
agree with the approach advocated by
the Bank, of a pact between major
employers and trade unions on training.

Will they agree on the specifics?
“Employers would agree to upgrade
workers through training and the unitons
would agree to limit strikes and other
industrial action,” trges the report.
On the Bank’s welcome acknowl-

_edgement of the urgency of job cre-

ation, there is room for disagreement
too. It advocates public works
schemes, as well as encouraging the
growth of small-to-medium-sized
firms and a shift to more labour-inten-
sive agriculture. But, while labour and
employer bodies in engineering have

“agreed on task-based payment, the

Bank recommends: “Where the public
sector is the contractor, wages of
unskilled workers should be paid at
about one half of formal sector rates.”

The bank, not unexpectedly, pins our
hopes on mxﬁcn-_na growth, noting it
would promote efficiency and increase
demand for the goods we produce.

It says South Africa’s most urgent
task is to put right our anti-export bias.
Though export neutrality is linked in
the minds of many with import liberal-
isation, the Bank notes they are notsyn-
onymous. Indeed, it cautions against
sweeping and immediate lowering of
tariff protection. Instead, it opts for free
trade zones, bonded warehouses, duty
exemption and drawback schemes.

“South Africa’s average import duty
is not high by developing country stan-
dards. While a lower average rate
would make industry more internation-
ally competitive, the present high
unemployment and stagnating econo-
my make such a course undesirable.”

Rather, says the Bank, tariffs need
streamlining and continuous changes
to the tanfl schedule must end.




More farm ObﬁS a §&lﬁgt10n

ABOUT a quarter of the
black labour force is without
work, says the World Bank.

As a solution it ealls for a
| shift to labour-intensive
agriculture.

Its paper on the South Afri-
can economy — prepared
from informal studies — sug-
gests a programme to trans-
fer land to small-seale black
farmin g:»»é

It also récommends a fun-
damental change in agricul-
tural - policies to. eliminate
distortions, such as subsidies
on credit in the commercial-

farm sector that are bhiased

against small farmers.

Public works schemes
would help job creation. So
would encouraging the
growth of small to m

size firms. ( <%,

The bank™estimates that .
| less than half nf the black

labour force holds a job
formal secto m'tg
Although subsistence agri
cuiture in the homelands and
the informal sector provide

employm

the labour ferce has no work.

ent, about 25% of |

By CHEHII.YH IRETOR

The bank says informal-

sector growth has only partly
filled the widening gap be-

tween black labour & Ip 3
*1

and emplnyment.[
“Unemploym

grown rapldly amung hlacl-:s.

In contrast, there was full

employment among whites

up to 1985, but since then

white unemployment has

grown significantly
High mvestment between

1965 and 1991 failed to gener-
ate more jobs because of the
corresponding increase in the
ecunumy’s capital intensity.

The work input among the
unskilled has declined. Long
travel distances of black
workers is a ible reason
for the decline. Another is the
increase in mandays lost
throttgh strikes and industrial
action.




A TOP World Bank official will be the - | _ O R AUV j " construction progr :
" main speaker at the annual confer- THEQ RAWARA Mokgoko said an important fea-
ence of the Nafional African Federat- Finance, Skills and Technology. ture of the conference would be an in-:
ed Chambers of Commerce (Nafcoc) Nafcoe president Archie Nkonyeni, depth progress report on Naifcoc’s
later this month — the first time an  who will give his inaugural speech, programme for black econémic
executive of the bank will address a said the conference was significant in empowerment. -

SA black business organisation. that it took place at the time of “a The programme sets the turnof the

| Nafcoc vice-president Gab Mok- major political and economic im- century as the target date by which
goko said the chief of the World Bank passe” in SA. 30% of seats on boards of companies

Southern Africa infrastructure He added: “Impatience, anxiety quotedon the JSE should be occupied
operation division, Isaac Sam, would and expectations are high as a result by blacks, 40% of equity should be
give the keynote address at the four- of the many months of unending ne-  held by blacks, 50% of inputs should
day conference. . gotiations to construct a new SA.The be sourced from black enterprises

The theme of the conference, which . theme of the conference touches the - and 60% of managerial posts should
begins at Sun City on July 25, is very foundation of any national re- be held by blacks, ..




D ar mear - ars T YETOL Fr Ty T
X3 2q ueo Supuads IouIMSUCD (eIl al} U0 USiIeaq SEM sumeniiLTe ‘
VA2 pug-qeak Aq %01 |} ‘pesye .ﬁ

‘JEE& 1SE[ %g‘z ﬁu!“!laa__q* -131}?:1 - I'.I..L' r i g :‘_._..,..._ h.fi",m”““ - L] w ot

| WASHINGTON — The World Bank, criti- . by-project basis. _i / | q"—’ CIS ;2
1t said that for each borrowing country,

;. leised for not paying close attention to pro- * * ¢ *
jects after loans were made, unveiled new the entire lio of hank-financed pro-

| steps on Monday that would change the jects woul OV bécnfhe.gtl{_e“fqhe;igm of

way it measured itS SUCCESS in helping assessing efiegﬁw{epess.1 Fi L o
countries. .- The bank made it clea thaf responsibil-
; The mew measures, which emphasise ity for making projects wor ‘twould remain
greater efforts to make 1oans do the work .at tht -Tocal level, arguifg l!', would be 2
for which they were designed, follow a mi take-for- it to manage them on 3
review of existing projects that show an “continuing basis. ’C 2ek)
inoreasing pattern of failed efforts. " 'However, the “perforthance of the pro-
The bank assists member countries in *jects would be reviewed more regularly to
reforming their economies S0 they work .catc an
better and in an array of projects, includ- ; they became fatal. ' *“*{ﬁfﬁﬁ SRTIE 2
ing building roads and schools. iiarhe bank’s efforts ta fmprove the de-
Central to the plan, the bank said, was . velopment t.
the commitient to make the management ~-¢an only be as successful as the efforts by
of existing projecis as important as *our borrowers tohelp themselyes,” Hie said.
granting new loans. .. .#%K study .completed-1as No<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>