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ANC POLICY

FEATURE

FEELING THE W

“Business should not be euphoric.” That’s
the advice from Tito Mboweni, ANC deputy
economics head, on the organisation’s new
briefing document on nationalisation.

It argues strongly against nationalisation
but the ANC has been committed to State
contro!l for 35 years and Mboweni admits it
will be a challenge to sell such a major shift
to members — particularly in the trade

unions.
If the branches are against change, the

National Consultative Conference in June
could vote accordingly — and the nationali-
sation policy could be retained.

The ANC’s move from nationalisation is
part of a trend first reported by the FAf last
year (Current Affairs October 5.) Its present
economic policy, set out in a document issued
in September, has been widely accepted in
the regions, says Mboweni. It is not clear
whether the document could be revised be-
fore the conference,

Mboweni says: “Economic policy is fairly
complicated. We can’t say that by June we
will or won’t have a certain policy.” He adds
his department 18 doing extensive research
into other issues, such as fiscal and interest
rate policies.

In the latest briefing document, published
in the ANC journal Mayibuye, the econo-
mics department says the organisation
“must have convincing proof that nationalis-
ing a particular section of the economy car-
ries more benefits than costs.”

It continues: “We cannot have the view
that nationalisation will give 2 new demeo-
cratic government the means to provide us
all with jobs, houses and education. We need
to look more carefully at the economic real-
ity and begin to find an overall economic
policy that will begin to solve our problems.”

The new approach comes after a year of
debate and controversy over the nationalisa-
tion policy, ignited when deputy president
Nelson Mandela reiterated the ANC’s sup-
port for it shortly before his release on Feb-
ruary 11 last year.

The ANC has claimed nationalisation as
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part of ANC policy since the Freedom
Charter was adopted at the Congress of the
People at Kliptown in 1955. The charter
proclaims: “The national wealth of our coun-
try, the heritage of all South Africans, shall
be restored to the people. The mineral wealth
beneath the soil, the banks and monopoly
industry shall be transferred to the owner-
ship of the people as a whole.”

Mboweni disputes that this implies nation-
alisation and, indeed, points out that the
word 1s not in the charter. He says ownership
by the people could mean State ownership —
or it could mean that enterprises such as
banks are *“‘not solely white-owned with
white male top management” but offer ser-
vices and opportunities to all people. At the
moment these institutions “are not a reflec-
tion of the society they operate in. They
reflect a white, male, colonial society.”

“The Freedom Charter is a very short
document,” says Mboweni. “We are trying
to give more flesh to it, we are not departing
from the Freedom Charter. The Land Bank,
for example, can be used to serve the inter-
ests of all farmers regardless of race; the
Development Bank serves the needs of all.”

He says major changes will have to take
place in the way the mining industry is run.
“Botswana has a good example of joint ven-
ture between the government and De Beers.
In Britain coal mining is wholly owned by
the State. In the Middie East oil is seen as a
resource benefiting all the people in those
countries.” Mboweni believes it is important
for “people to feel they belong to the eco-
nomy.”

The new nationalisation document notes:

“One could argue that nationalising the
mines will mean that workers on the mines

will get better wages and work under better
conditions and that we could use the profits
from mining to provide for the poor.

“On the other hand, it could be argued
that we cannot afford to spend the R70bn it
would cost to nationalise the mines. Even if
we borrowed this money it would put us into
serious debt for many years to come.”

The document points out that such nation-
alisation will not create jobs and could cause
skilled workers on mines — most of whom,
especially engineers, are foreign — to leave
the country. This would cause the mining
industry to “collapse, because we do not have
the necessary skilled people. This will result
in serious problems for the economy as a
whole since mining is the main foreign ex-
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Mbowenli . . . predicts changes
in mining industry

change earner.”

Mboweni says the briefing document on
nationalisation is the first in a series the
economics department will publish in Mayi-
buye. The next paper is expected to deal with
the mechanics of redistribution, followed by
one on public utilities.

It seems the ANC’s economics experts
wisely want to avoid a fiasco similar to the
one at last year’s conference. Delegates re-
fused even to discuss a document — which
argued that sanctions should be eased —
because they had not been prepared for it.
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.. NATIONALISATION of land to
- . right past wrongs is the main
- - thread that runs through the ANC

- Land Commission discussion docu-
; ment released yesterday, although
% it points out some almost over-
whelming defects in such a course

-, of action.
| The document is to be distributed
‘.. among ANC branches countrywide in
. order to encourage discussion and de-
t . bate with a view to formulating ANC
', policy at the organisation’s mid-year
"o conference,
The document does not constitute
1 ANC policy, although it quotes both the
¢ Freedom Charter, which calls for the
land to be “redivided” among those
~ who work it, and the ANC’s draft con-
*i" stitutional proposals which. propose
' help for those who have been dispos-
;. Sessed. L
The discussion document follows the

g o
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. same format as the report from an
1 .ANC workshop on agrarian‘restructur-
- ing held last August, mentioning the

g,

- pros and cons of nationalising land,
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without adopting an equivocal stance
on either course. |

The discussion document begins with
an account of the gradual dispossession
of black land by white settlers, until
80%, of SA’s land was reserved for
white ownership.

It says the ANC is angered by Presi-
dent F W de Klerk who, the document
says, has assured white farmers their
title deeds are safe.

“We remember with pain the time
when the title deeds of black South Af-
ricans did not safeguard their property
rights.”

Anger

It also states that the ANC must sat-
isfy the strong desire for land as this is
“one of the most important national de-
mands”.

“If a radical land reform does not
fake place, we can éxpect an outbhurst
of uncontroliable political anger.”

State action and the development of
a system of land rights law are seen as
the main methods of achieving a more
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just distribution of land.

The document says government felt
until recently that removing racial re-
strictions on land ownership and allow-
ing people to buy land on the free mar-
ket would be the method through which
blacks would get land.

The document rejects this approach
because moneyless people would not
gainaccesstoland.

“For this reason we believe that a
carefully planned state intervention is
required.”

The report does not estimate how
much land is required, or how much
this land would cost the state.

In order to achieve redistribution,
the document says the ANC has heen
discussing a Land Claims Court, which
would have certain guidelines to judge
who has the best claim to a piece of
land. .

The guidelines would take into
account title deeds, birthrights, inheri-
tance over generations, forced reloca-
tions, historical rights and occupation-

The mh_“mﬁm would have to intervene if a
change in ownership was required.
As to how the state should achieve

this, the document proposes several
possibilities, including the banning of
private ownership 'of land and the ex-
propriation of land,

Categories

On the banning of private land owner-
ship, the report says: “This is not the
easy solufion that we used to think it
was”, and points to the examples of
Mozambique and the Soviet Union
where collective farming land is being
redistributed to individuals.

Expropriated land counld be given to
parficular categories of people, or it
could be renfed-or sold — possibly using
special terms of credit.

But the document calls for discussion
on security of tenure and possible sanc-
MEE which could result if this were

one,

5 .

“Some people think that there is no
guarantee that state ownership of land
offers long-term security,” it says, add-
ing that even in East European coun-
tries people are now trying to get their
own plots of land.

Overseas countries might also refuse
to lend the state money and foreign in-
vestors might be scared off, the docu-
ment points out.

The document rules out as “totally
unacceptable” compensation in foreign
exchange, and says there is a debate
about whether all white farmers ought
to be compensated at all.

“Prompt cash payment will burden
our state budget, limit the speed at
which land can be redistributed and
contribute to inflation.”

The discussion document suggests
that compensation should be paid out in
part immediately and the rest over 10
years.

It suggests that possibly 25% should
be given in cash, 25% in bonds to be paid
in 10 years’ time, and half in bonds to be
invested in SA industry.
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DROP interest rates now! This

Tm the call from organised busi-
ness, small businesses and thou-

-0

cent.

of the

interest rate

sands of homeowners who are
hattling to stay in their homes.

But from the granite-clad Re-
serve Bank in Pretoria not a
word on the prospects of lower
interest rates is heard.

= nr Chris Stals, the governor
Reserve Bank has been in
office for more than 18 months
and only once has he acted on
s — and that was to
increase them in October 1989.
Since then the Bank rate has
remained at 18 percent with the
prime overdraft rate at 21 per-

- But these rates are of aca-
demic interest to the main bulk
of borrowers: most pay signifi-
cantly higher rates.

|~ Dr Stals has turned a deaf ear
to all pleas for relief from vari-
ous quarters: farmers, battling
businessmen and hard-pressed
homeowners.

But surely
proaching for a much-needed
drop in interest rates?
> The economy is not cooling
down anymore:; it is frozen stiff.
Business conditions are appall-
ing, unemployment is rising at
an alarming rate. Even highly-

the time is fast ap-

=71 qualfied white-collar workers

are §

fpe—

inding themselves on the
_street as large corporations cut
‘back in a ruthless exercise to

MAGNUS

HEYSTEK
stay afloat F)
Bankruptctesand business lig-

uidations are rising at a rapid
rate while company profits are
being decimated by 2 combina-
tion of high interest rates, low
business confidence and a de-
teriorating economic base.

The growth in the money sup-
ply figures were down to around
12 percent in Jannary — almost
three percentage points below
the inflation rate.

And most of this is distress-
horrowing by individuals and
businesses to stay afloat. Infla-
tion itself, while still on a down-
ward trend, seems to be stuck
around 14-15 percent.

The economy experienced no
growth last year while even
Barend dun Plessis, the Minister
of Finance has admitted that
this year will see a contraction
of economic growth of anything
between I and 2 percentage
points.

Dr Stals seems resolutely

committed to wringing inflation,

out of the economic system —
no matter what the cost.
No wonder our

nights are

inte
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filled with tel d stories of
squatters living in squalid condi-
tions, robbery, rape and murder.
But there’s more. It seems as
if the very fabric of South Afri-
can society is coming apart as a
result of the economic deterio-
ration. Family break-ups, di-
voreces, stress, alcoholism and
even aggressive and abusive
driving habits can be traced
back to the economie crisis.
There is no doubting that lib-
eral monetary policies in the
past were an important contri-
buting factor to putting the
country in the state it 1s.

One-sided

But lower interest rates them-
selves will not do the triek.
Surely the high inflation rate is
not solely atiributable to low in-
terest rates in the past?

The one-sided attack on inter-
est rates, comparable to the
carpet-bombing technique used
by the Aliied forces in the Gulf,
may yet well work, but at a ter-
rible cost to the fabric of our
society.

, As eynics often remark about
the current strategy: The medi-
cine has eured the ailment but
unfortunately the patient died in
the process.

. Inflation has to be tackled
from other sources as well.
Much of our inflationary intran-
sigence stems from an ever-in-

rest rates
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creasing concentration of power
in the hands of a reducing num-
ber of decision makers,

It’s almost mind-boggling how
many consumer producis are
controlled from the head offices
of three or four large conglom-
erates in this eountry. And de-
spite the oft’ pleaded statements
on arms-length transactions,
many economists believe that
this over-concentration of eco-
nomic power leads to ineffien-
cies and ultimately higher
prices for the consumer.

Our large and increasing tax
burden is also a major factor in
the high inflation rate. To com-
pensate for high tax rates,
prices are inflated and simply
passed on to the consumer. Gov-
ernment seems unabie to reduce
its spending, despite numerous
promises in the past.

And the introduction of VAT
later this year will only increase,
revenue collected from the pub-
lic, not reduce it as many mista-
kenly believe.

High interest rates them-
selves are inflationary as they '
increase the cost of production
that is simply passed on fo the
consymer.

A reduction in interest rates
soon will not only provide an ec-
onomic lifeline to many strug-
gling businesses and“home-
owners: it will also hold out
hope for further declines in the

months ahead. -
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From DUMA GQUBULE

JOHANNESBURG. —
South Africa’s economy
must be given an imme-
diate kick-start or it
faces calamity.

This is the conelusion that
emerges from a year-long
scenario-plaoning study.

Two institutional giants,
0Old Mutual and the Perm, are
putting the fininshing touches
to the findings of a group of
eminent scenario-planners
who were commissioned to
look at South Africa’s pros-
pects.

The report, which is expect-
ed to be released in book form
shortly, has already been pre-
sented fo virtually every po-
litical grouping.

The first person who lis-
tened to the presentation was
Finance Minister Barend du
Plesis.

He soon arranged for the
entire Cabinet, including Pres-
ident De Klerk, to join the ses-
sion and the five-hour presen-
tation was followed by three
hours of guestions.

President De Klerk then ar-
ranged for the African Nation-
al Congress to listen and In-
katha was also involved.

Many other political group-
ings are said to be queuning for
the presentation.

The planning group, which
was put together in March
last year, includes the doyen
of scenario-planners, French-
man Pierre Watt, who led the
Sheil group from Holland.

He accurately predicted

both the first and second oil
Crises.

Also on the team was Pro-
fessor Bruce Scott of Harvard,
who studied what happens
when nations change from au-
tocracy to democracy, and
from an inward-looking econ-
omy to an outward economy.

Prominent South African
economists and social scien-

‘tists were also drawn in.

The team concluded that
the political scenario would
probably stumble and bog
down unless something dra-
matic was done about the eco-

nomic and social side of
things.

path. .

They saw TWO pOSSIDIE stoe

narios.

Their estimate of current
unemployment was 5,4 mil-
lion, which could be main-
taiz;ned by a 5-percent growth
rate.

Worst case

They concluded that a hest-
case scenario of 2,5 to 3-per-
cent prowth over the next five
years would see unemploy-
ment grow to 7,4millicn.

A worst-case scenario,
which could he as little as 1-
percent growth, would bring
calamity.

Cost of bhuilding

The team’s first recommen-
dation to Kick-start the econo-
my was the rapid creation of
more jobs, which would create
wealth.

Government needed to find
400 000 serviced stands in an
attempt to address the hous-
ing backlog, estimated to be
around 800 000 homes.

It was suggested that the
government subsidise a ser-
viced stand by a minimum of
R6 000 each, because such
stands were frequently more
expensive than the cost of
huilding a house.

The second recommenda-
tion was that banks, building
societies and insurance com-
panies find funds to build
those 400 000 houses.

This would create not less
than 250 000 new jobs.

Ripple effects

The next stage was that Es-
kom should undertake to elec-
trify one million houses for
the next two years.

They concluded that Eskom
had the infrastructure to car-
ry out this task.

The team believes this kick-
start will result in numerous
ripple effects, which will in
turn gain their ocwn momen-
tum and lJead the ¢conomy
into a sustainable high-growth
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A MASSIVE sHiftfof wealth from w/ —
whites to blacks is taking place mo ﬂ—..JHlHH QOO‘ “—-LH
almost unnoticed in South ( ( ' -
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- Share of the respective
population groups inthe |
personal income and .
personat disposable |
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| . countries, 1960- 1987 '
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< HOWWHITEINGRE
Africa. o HAVE RAGGED ol
But though it has left whites poorer 5 Rt @?%ﬁf
"and less privileged, it has hardly U | %ﬁuﬁw BN, Niiels w
improved black prosperity, partly q , + C%/ AR AN ¢
because of burgeoning black numbers. e —r—— mﬁwmw? w
The startling shift may leave some o I AN b e
whites pining for “the good old days” of , ,ﬁmjw i
cheap education and health care and . _ DR Mw; -
" Shen whit Q Y T the days of John Vor- taking nearly half of the fw w
en white power was Hgia I " hy ) PADTE o e days of John vVor- ing nearly half of the hiiw: y: gy
at its height in 1976, when - § mvmﬁ_h_. mm_ucw._. .5 DAVID ﬁp_w._.m SN ster, whites had virtually EnEMm of umwmaﬁm earning [ < .m.w. |
John Vorster was boss and exclusive and use of some more than RE0 000. 2% ; : i _
before Soweto erupted, a  (see graph), while that of white supporters, the'gov-. of the best roads in the In the old days, when R i g
white patient in a state hos-  other races has risen from ernment has done litile to  world, at a fraction Of t0-  whites earned 70 percent of |1 %08 | ‘. |
pital paid R7,50 a day. +81 percent to 47 percent. highlight this redirection of day’s cost. . - jncomes and paid 80 per-  [i o
"There, in lily-white sur- Black incomes have wealth. As a result, it has Just a few years ago ' gent or more of the tax, P R g |
roundings, the best medi- :risen almosfjthree timesas been given little kudos - munigjpal rafes, eleciricity. ‘exchequers shamelessly - R
cal attention was lavished” * much as those of whites,as from blacks, or"from the and water éost most house-  spent virtually all tax rev- - EaERX o B
~ on him. Even heart trans-. he graph shpws. 7 world at large... ¢ - holds _less. than R30 a - enue on them. g WS o M o .
~plants were relatively -*+'Real E&m.wmﬁ%ﬂ dis- " Whites are “alSt being migiith. “Today those - 'A pittance went to black it R ww,.,f. *
cheap. . _posable incomes rose 116%  ghouldered with rising edu- charges arge, moving up education. The only mean: .ﬂwm : L RN ] ,
.« Today, unless the white..~irom mmm?smﬁ..ﬁgm that oqtion costs.™ -+ ' fowards.: R500>a month. ingful tax mones thatWen L OER T mw o |
patient is poor, he goestoa of blacks has risen 318%. Once municipalities are to blacks was, ironically,” FILE% ok M, ) 80 B
5, private hospital suchasthe = The process of redistrl- .mammm integrated, rates are spent on enforcing apart- RNy ' ww...,%n » O e BT WY A gy
‘Sandton Clinic, where tar-  bution has happened in expected to quadrupie. heid. PR AP o bl
. T | S =

.>iffs run to R330 a day, several ways during the In a typical Johannes-.  Salestax was introduced Last year R28-billioris= # Fi¢ ¥
“nedicines and doctors past 15 years. burg northern suburbs’ as a nice fair {ax on con- 40 percent of the budget— F13iaabg
‘gxcluded. " FIRST, through budgets high school seven years sumption, spread right was spent on health. A A me :
i . that have deliberately ago, parents voluntarily across society at-two per- tion and welfare. Much of ﬁ,ﬁ vt
- Trosion nﬂ_mn_m_mm:wm Eﬁ.m Ecnwu W ncwrwgwﬁmn meao __wom zmw -cent. this went to whites,but the . p. 2 LAy
B3 r . blacks jor n€ pds school development fund.  ‘But as the sales tax rate hlacks’ sharesiof it . [rUBREATRVE eountiasiga0
m.n._mm wﬂamm%m Wiwnﬂ H.H.Mmﬁwum wmmﬁ.mmmczu throush “hid- Now contributions by quickly leapt to 13 percent, increased far more... . [ w%m MJ%@% o mmm%mz s i
Dinore than R1 850 a month, den towation” in _Wm form parents are often ashighas  Income tax rates went up The biggest part.of the  jr&d m.,ww.h_...ﬁ 2 721 N SI0S Nt ’\
T3 .U._m__H_. P m.wﬁ m”_..wﬁ_ a Q ay for of hi m—.—mﬂ me &ﬂ.ﬂ.ﬁ an Q_ 8 Q__H: Hﬂ@@mﬁl a rise ﬂm maore .ﬁTHﬂ— ...M__H.ﬂmhﬂmmm_.ﬂ¢wﬁ. —..__H—ﬁ,__h. Mwum~ ﬁﬂ.—u H—.—Hﬂ mmﬁ mﬁmm E 8 ﬁHWHHmm g&. .k hii_nwf;+:#n.__-.t?#+-h:ﬂ¢u.ﬂ:4.¢. ?..,, SN
 just the bed. The cost of 2 cation costs, petrol taxes 20 percent a year. Next marginal rate ﬁm.mw_mn at45 wages to state émployees, L o o . o
provincial bed has risen at  higher E:Em#_& rates and year, when many schools. percent on an income of and the lion’s share:of that though . wasteful, “instru;”  nomic growth and their **developing between “insid- |
- a compounded annual rate reduced subsidies to convert to Model' B, fees only R60 000 two years ago. still goes {o whités., But . ments of redistribution.- . - growing numbers. “ers” with jobs and “outsid-
4 are expected to rise by 30 In‘the meantime, inflation  now pay scales are beéing : - Whites have felt the ero-. - -Tens of thousands .of érs” with none.
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_ of 23 percent. farmers. . , . : o hort i6 ir privi i ; , 't i .

' ; ;o

i : o : percent or more. In three pushed nearly everyone equalised and -the portion  sion of their privilege quite  blacks In employment”’ ; In spite of a massive

_mmwmwmww Muwﬂmmwmwﬂ om Mw EWMMWWVMMM@MMM%%M years, according to.an esti- with a job info a higher tax  going' to Emmwh.m&mﬂ&mmm .~ keenly. S ‘have attained middle class, redistribution effort, -

Hramatic erosion of White scrapping of job reserva- mate by parenis at a bracket. - . of the state is soarmg. . .- On the otler hand, -First World lifestyles, but ‘come disparity in SA 1s still
mﬁuwﬂ_mmm in the past 20 tion, enabling blacks to do Johannesburg school, fees In 1988, taking into Homeland ‘governments blacks~have -not felt the rmillions are unemployed among the worst in the

" years. more skilled work. could be mm.Em_u asR2 000-a -:account ' GST, .ﬁmﬂ.& tax, and the tricameral parhia® " benefits nearly so arked- and nmmﬁﬁw._ . . .ﬂauﬂ.

&5 +'The huge shift in wealth The FOURTH sput to Y& — and compulsory.  ete, the ‘government was_ ment have been important, ly because of muted ‘eco- - A major mncome gap 1S This week the Vatcom

: S . —_— - S - - ——4 report pointed out that 16-

ﬁE revealed in studies by relative black economic
~«Unisa’s Bureau of Market progress has been the |

million people -— 44 per-
cent of {he population —
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~Research.

=" Apcording to a research
document by Professor

aggression of black 'trade
unions, which were legal-
jsed only in 1975. The drive

live in poverty and 2,3-mil-
lion are in dire need. These

Piet Nel and Professor for a “living wage” momwm_ imouww are .ﬂwxm.
' Helgard van Wyk, whites’ increased black wages by ! wmm%wmﬁ %umma is mmr-
- share of total income after more than 20 percent last . M.mﬁ tey 0 whites across the

. tax fell from 69 percent in  year alone. |
1960 to 53 percent in 1987 Fearful of alarming its mﬂwmmﬂ
- Using 1985 rands for cal-

culation purposes, re-
searchers worked out thai
whites’ income per head in
1988 was R8 717, while that

of blacks was R1 039.
Professor Nel said: “H

we had achieved higher
growth in the 70s and 80s
blacks would have had a
far larger share of a much
higger cake. And whites
would not have gone back-
wards. Growth is the only
way to prosperity.”
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DYED-in-the-wool verkramp-
te, State President FW de
Klerk continues to confound
both friend and foe with his
liberal reforms.

Firstly, he unbans not only
the African National Congress and the
Pan Africanist Congress but also the
South African Communist Party and
the ANC’s armed wing, Umkhonto
weSizwe. Surely the last two organi-
sations (and Joe Slovo) were for a
generation and a half the kgogo every
white Afrikaner learnt to fear from his
mother’s breast.

Then comes the promise of the repeal
of the Population Registration Act and
the Group Areas Act, arguably two of
the pillars, nay, foundation stones, of
apartheid. Somewhere he even men-
tioned universal suffrage, a dirty
word — okay, two dirty words — if
there has ever been one to the National
Party.

De Klerk has been called all sorts of
names: a traitor, a man of integrity, a
prophet, a man of courage. He has
even been called a comrade and an Af-
rican.

What gets left out in the many praises
and condemnations of De Klerk 1s
what is perhaps the single most im-
portant thing about the man and this 18
that he is a cold calculator and a bold
manager of risks, 10 borrow a phrase
from (Minister of Constitutional De-
velopment) Gerrit Viljoen.

De Klerk’s objective is fairly simple:
it is to make South Africa safe for cap-
italism. Since coming to power afier
ousting PW Botha in 1989, this objec-
tive has undergone considerable mod-
ifications and refinements. At one
stage, for example, the issue of group
rights — later renamed minority pro-

. tection —— appeared to be a key com-

ponent of this objective. Lately this
has become less so. No doubt there
will be other refinements.

How then does De Klerk propose
both to achieve his central objective of
making South Africa safe for capital-
ism, which implies maintaining white
living standards intact, and at the same
time engineer a governmeni that 1S ac-
ceptable to the great majority of the
people of South Africa?

De Klerk has been accused of trying
to be both a player and a referee at the
same time. There is something in this,
but a more accurate description of De
Klerk is that of the choirmaster. De
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Everyone loves President FW de
Klerk, it is commonly believed.

| Everyone? Cosatu’s

‘'MOELETSI MBEKI argues

that he is a cold calculator with-a
single objective: to make South

Africa a safe place for capitalism

Kilerk sees himself as the man who is-
marshalling the many disparate voices
of South Africa, ranging from the Af-
rikaner Weerstandsbeweging and the
Blanke Boerestaat Beweging (BBB)
on the lower register of the octave
through to the high notes of the SACP
and Workers Organisation for Social-
ist Action. De Klerk, however, has
more than the old choirmaster’s tuning
fork and baton. Under his tailcoat he
hides the lethal arsenal of the security
forces and its surrogates and some
carrots for those who become voice
trained to sing in tune and in harmony
with the others,

Let us look at the base on which De
Klerk’s cold calculations to make
South Africa safe for capitalism are
made,

@He understands that the exclusion
of blacks from the political processes
of the country can never be sustained
by any means, least of all by force.

@®He understands that black puppets

who have been so close to the NP’s
scheme of things — and to other
white regimes before the NP — are
more of a source of instability than a
route to a solution of South Africa’s

political problems.

®He understands how to use force
to achieve his political objectives with-
out appearing to be using force him-
self. To achieve this De Klerk under-
stands that he needs 10 keep the black
puppets he inherited from his prede-
cessors in place at least until he has
completed his reform process.

®He understands that white domina-
tion and the aitendant system of white
privilege which started off as a rickety
house of cards has hardened into a sol-
id structure that cannot be easily
pushed over by blacks.

®He understands that white South
Africa cannot defy the West, and espe-
cially the United States, and hope to

survive for ary considerable period of

time.
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couniry’s political processes has failed
in its objectives hardly needs demon-
strating. More significantly this exclu-
sion has put South Africa in the top
league of unstable countries in Africa
together with Uganda, Ethiopia and
Mozambique. Thus it really makes no
difference what type of regime South
Africa has at present, left, right or cen-
tre, it 1s not a safe place for capitalism.
Hence the enormous flight of capital
from the country in recent years.

The difference between De Klerk and

State President FW de Klerk ... ‘a bold ?an%ger of ﬁ#s!gg;';
Thit TS’IE exclusion {% Blac-is %r‘r‘i}’ t!hael ‘hiS pre %QSOTS,( ver; is that he

recognises that it was the use of force
— or coercion, to use his own word
— by the white government which
was primarily responsible for the in-
stability. In other words, coercion
was the source of the instability rather
than the cure of instability as past ad-
ministrations imagined. The implica-
tion of this was that the liberation

.movement had 1o be allowed to exist

legally, unlike in the past where every-
thing possible was done to try and de-
stroy it. Secondly, blacks bad to be

ol gl -1yl

brought into the country’s political life
if stability is to be restored.

The second difference between De
Klerk and his predecessors 18 that he
recognises that the blacks who must
be brought into the political processes
must be true representatives of the

black community and not puppets as
in the past.
Black puppe ated 1n the past —

bantustan chiefs and their bureaucra-
cy, local councillors, tricameral parlia-
ment participants, to name but a few
— however, continue to play a critical
role in De Klerk’s calculations, This is
because these puppets make it possi-
ble for De Klerk to use force against
the liberation movement but pass this
off as conflict among blacks. By this
device the black puppets appear 10
gain in stature and are therefore pre-
sented as substantive potlitical players
when in fact they are an arm of the
NP. The liberation movement in turn
is thus forced to slow down its popu-
lar mobilisation and moderate its de-
mands especially for socio-economic
transformation in order to strike deals
with the puppets.

By using black puppets to force the
liberation movement onto the defen-
sive, this leaves the field wide open
for the NP to appear as the main initia-
tor of change in South Africa, While
the opposition is rying to put out the
many fires being started all around it
by the NP’s black puppets, De Klerk
forges ahead with eliminating racially
discriminatory legislation and thereby
winning the approval of the interna-
tional community, especially the
West. The international community in
turn rewards De Klerk with the lifting
of sanctions, thus further weakening
the bargaining position of the libera-
lion movement.

The $64 000 question that De Klerk
has yet to answer is what happens
next. Having weakened his oppo-
nents’ bargaining position while per-
mitting them to operate legally, how
will he translate the advantages he has
into an electoral victory based on a
universally accepted constitution that
has however been negotiated with
weak parters?

@®Mocletsi Mbeki is head of the Commu-
nications Department at the Congress of
South African Trade Uniens. Prior to return-
ing from exile last year, he was researcher
with the Zimbabwe Institute on Southern Af-

rica and senior journalist with The Herald in
Harare,
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In recent years, 12-month growth in money
supply has been considered an important
economic indicator. Its value will fall, as the
new Deposit-Taking Institutions Act, in
force from February 1, brings changes in
banks’ balance sheets. Business which pre-
viously took place in the grey market and
was therefore not reflected in M3 will be
converted to conventional deposits (reinter-
mediation) and be included.

Estimated growth in the broad monetary
aggregate, M3, in the 12 months to January,
proved surprisingly low. The 10,25% in-
crease (to R160,5bn) was a marked decel-
eration from 12,38% in December and
13,22% in November. In the month, M3
actually dropped 1%.

True, there is a technical factor — Janu-
ary 1990 M3 growth was extraordinarily
high, which caused the 12-month rate for
January 1991 to dip. For this reason too
much economic importance must not be at-
tached to it. Even so, the January figure is a
surprise, for several reasons.

First, it is not in line with recent trends in
credit creation. Second, it came in a month
when the Bank’s gross gold and foreign re-
serves rose R509m. Third, it happened at a
time when some reintermediation was ex-
pected to take place, before the Act (see
“Banking breather™).

To understand the influence of these fac-
tors, one must look at the components of M3
and what contributes to its growth.

M3 comprises cash in circulation and de-
posit liabilities (of deposit-taking institu-
tions) to the public. As M3 is by far the
major liability and credit the biggest asset,
M3 correlates closely with the level of credit
extended in the system. Growth in M3, then,
coincides with credit creation,

There are other factors, such as changes in
gold and other foreign reserves and net other
assets of the Reserve Bank (largely losses or
surpluses on Treasury's forward cover
account). But these are subsidiary.

Credit figures for January are not avail-
able, so we have to rely on figures to Decem-

GROWING NOWHERE - «:©

ber. In November total domestic credit ex-
tended by all monetary institutions grew a
monthly 3,8% and in December 4,4%; this
was well up on growth in the preceding
months and way above the 1% regarded as
desirable by the Reserve Bank.

However, strong seasonal factors are at
work in December.

Apart from the Christmas boost in spend-
ing, there are statistical distortions. Offshore
facilities are frequently withdrawn by over-
seas banks, for technical (and tactical) rea-
sons, and local borrowers have to switch to
local finance. Corporates with December
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year-ends draw down on medium-term
facilities so these can be reflected on their
balance sheets.

This December’s run on credit may have
been boosted by early restructuring of banks’
books as they brought off-balance sheet busi-
ness above the line. It is believed some banks
did this ahead of time to accustom clients to
the new situation.

So to get an accurate picture of the trend,
one has to compare the year-end with the
previous year end. In November 1989 credit
extended fell 1,5% and in December it grew
by 3,4%. This confirms that there was a
sharp and sudden uptick in demand for cred-

FrEAIUKE

@&«

it towards the end of 1990.

The January figure, of course, will show a
deceleration as consumers recover from the
festive spending spree. But if the November-
December trend continued, there should have
been more demand for credit than in Janu-
ary 1990, when credit extension fell 0,3%.

Which makes it surprising that growth in
the counterpart of credit ereation was so low
that month.

A partial explanation lies in changes in the
central bank’s ““net other assets.” In Decem-
ber, R3bn was repaid to the Reserve Bank on
the gold and foreign exchange contingency
account, on losses on forward cover ex-
tended. This reduced government deposits,
thereby increasing net credit to the govern-
ment sector and simuitaneously reducing net
other assets of the Reserve Bank -— three
separate but inter-related factors.

This would push growth in credit, while
holding down growth in M3.

Whether there was also a dramatic fall in
demand for credit remains to be seen.

New guidelines are expected to be an-
nounced in March. But it is not certain
whether they will relate to M3.

Targeting was introduced by the Bank in

1986, when M3 was chosen as the appropri-
atc aggregate.

In the past few years there has been de-
bate about both the aggregate and the valid-
ity of the exercise, as statistical distortions
tend to obscure fundamentals.

In future a broader measure may be moni-

tored, including repurchase agreements.
[J M3 growth, as measured from the base of
the current target year and seasonally ad-
justed, was a provisional 12,57% to
R161,9bn.

Revised figures for December show
growth of 12,38% over 12 months to
R162,3bn and 12,99% from the base of the
current target year to a seasonally adjusted
and annualised R160,9bn. Twelve-month
growth for M2 in December was 13,47% to
R134,3bn; for M1 15,9% to R53bn: and for
M!A 14,27% to R29,1bn.

40 « FINANCIAL MAIL » MARCH » 8 » 1991
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South Atffica €exXpor ed (balance) basis only: 3,901 billion in 88/89 anf
R23,9 billionr im capital after After adjustments for liabi -  R2.558 biilion for 83/90. - !
1985, Miaister of Finance ties related to reserves, the first X
Barend du Plessis gaid in the half of the jecade had shown @ In August *85 President Botha
Howse of Assembly yesterday. net annual inflows of capital dashed overseas reform hopes.
Replging in wriling to aques- ranging from R5,4 billion  This was followed by a flight of
tion from Dr Willem Botha (CP (1981/82) to R159 million and  capital by SA’s major bankegs
Rustenburg), who had asked for  R445 miliion (80/81 and 84/85). and many of its investors, which
the capital outflow figures be- in 85/86 there was a R6,827 forced the Minister to impose
tween 1980 and 1990, he said the  billion outflow, R5,853 billion in the debt standstill to countdr
figure was supplied on a net 86/87, R4,759 billion for 87 /g8,  the vast capital export. — Sapa.



World B_f_an ;may give SA lo

By Michael Chester u\ clues on the realism of Gover

ment approaches to solutions of
black/white socio-economic In-
eyualities should be revealed by
mance Minister Barend du

Plessis in the 1991 Budget on
‘}dMarch 20.

Mr Parsons reminded a news
conference that Sacob had esti-
mated that it would cost be-
tween R60 and R70 billion to
bring about black/white equali-
ty at one stroke, far beyond
South Africa’s economic means.

Sacob was pressing the
merits of a “social contract”
acceptable to all sides and set-

The World Bank may be pre-
pared to mount a mammuth
loan package to assist SA’s Fe- "\
form programmes in a th-
apartheid era, but only when it
is convinced the Government
has mapped out a realistic
route towards ultimate aims.

That was the blunt message
delivered by the SA Chamber of
Commerce (Sacob) in Johannes-
burg yesterday.

Sacob director-general Ray-
mond Parsons said the first

\é@ package’

ing oui a timetable that could
take as long as 10 years to com-
plete if the economy was not to
be damaged beyond repair.

“Even if the World Bank |

agreed to write out a cheque for
all R70 billion in loans to South
Africa, it would still take sever-
al years to complete the whole
programme,” he said.

“Potential overseas investors
such as the World Bank need to
be convinced that the Govern-
ment has found a viahle time-
table and the right strategies to
achieve the goals we all want to
see reached.”
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Business

uplifting
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THE 1991/92 Bud et should bhe
designed to restore busmess con-
fidence, support it and create
conditions for future economic
growth, SA Chamber of Business
(Sacob) chief economist Ben van
Rensburg said yesterday.

Addressing a media briefing, he
said it was “crucial” that business
sentiment be propped up by general
policy measures,

His appeal follows the release of
Sacob’s February business confi-
dence index, which shows the SA
business mood dipped to a 51-month
low of 87,3 — lts fuurth consecutive
fall — after sliding to 87,6 in Decem-
ber/January.

It also follows a top level Sacob
meeting with Finance Minister Bar-
end du Plessis this week, at which the
chamber pressed for budgetary con-
cessions such as company tax cuts
and the scrapping of import sur-
charges on capital goods.

Van Rensburg said the further dip
in the mdex, based on the movements
of major economic indicators, sug-
gested the business mood may now

have stabilised.

But while nvérall business reaction
to President FW de Klerk’s speech to
Parliament last month had been posi-
tive, there were still enough other
political and economic uncertainties
to keep business confidence “fragile”.

“The volume of transactions on the
JSE, for example, has declined sharp-
ly in the ast few months, mainly as a
result 'of 'investor caﬁhun ” he said.

Despite that, emerging evidence —
including a levelling ‘off in liquida-
tions — indicated business sentiment
and the economy might be bottoming
out.
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SYLVIA DU PLESSIS

And the end of the Gulf war had
improved growth prospects for most
SA exports and lowered inflationary
expectations.

“Although business cﬂnfldence re-
mains vulnerable, it may now have
the potential to shuw some recovery
in the months ahead. This will also
depend on the maintenance of an ap-
propriate economic and pnhtmal en-
vironment.

“Against this baekgruund the role
of the forthcoming Budget is crucial.
If properly framed, it could make a
major contribution to the creation of
a more favourable investment cli-
mate and the strengthening of busi-
ness confidence.”

Sacob’s February survey of confi-
dence levels in the manufacturing
sector revealed a further improved
outlook in both the short and medium
term. But that could still be the result
of seasonal factors, economist Keith
Lockwood warned,

. Sacnb
1083=100 DUSiness \
100 contidence

-

FMAMJJASO NDJF
80 o1

28 8




PO
| 1 L - u
- g g L N TP

M3 as
THE; Reserve : o\’1.1.

bip
sor! rethinking its ap-
proach to money supply, including the al-
most exclusive focus on the broad defini-
tion of money, M3, as a monetary policy
indicator.*

M3 consists of cash in circulation and all
deposits with banks, including long-term
savings. The Bank is looking at the feasibil-
ity of using another definition of money as
a prominent policy indicator. Possibilities
under investigation include using a “nar-
rower” definition of money.

The Bank is studying the four different
“definitions” of money and their reliability
as indicators of spending and the general
level of economic activity. The study takes
place at a time of increasing doubt over M3
as a reliable indicator because of statisti-
cal distortions,

The ‘new Deposit-Taking Institutions
Act, which requires banks to bring activi-
ties previously conducted in the “grey”
market back on balance sheet, is expected
to cause difficulties in interpreting the rate
of growth in M3. The Act came into effect
in February. :

questions ro&?
policy indic
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Paper money represents only about 5% ¢
of money as defined by M3, The definition |
can be broadened step by step to include
cheque and transmission deposits (M14),
other demand deposits (M1) and other
short and medium-term deposits (M2) and
long-term deposits (M3). The pros and cons
of focusing on each of these is being de-
bated in the Bank, -

The markets are awaiting the announce-
ment of new guidelines for growth in the
money supply, when & new approach to M3
might be outlined. But Reserve Bank Gov-
ernor Chris Stals is éxpected to downplay
the announcement of new guidelines.

The annual rate of increase of 10,25% in
M3 in January is well below the inflation
rate and in line with the Bank’s previous
target range of 11%-15%. Although a re-
duction in the target range is expected for
1991, bankers say this will be of little sign-
ficance as hitting or missing the targets is
becoming increasingly irrelevant for mon-
etary policy decisions.
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RAPID economic growth, jobcrea-
tion and providing basic social
services to the poorare allnecessary
ingredients of anti-poverty pro-
grammes but there mustbe abalance
between growth objectives and the
level and financing of welfare
spending.

So say Professor Pieter le Roux and
Dr Nikki Nattrass, both academics at
the University of the Western Cape, in
a joint background paper on welfare
experiditure, presented fo the “Budg-
eting for Redistribution” workshop.

“For welfare spending to have the
greatest lohg-term impact, most re-
sources should be' channeled in ways
that ‘invest’ in people rather than sim-
ply subsidise their consumption.

Areas which have high social rates of
return include education, primary health
care provision and infrastructural de-
velopments.”

Although those counfries that have
succeeded‘in providing primary edu-
cation and health care to the poor have
been those that have made adequate
provision for this in their budget, there
is no clear relation between the pro-
portion of social spending in GNP and
quality of life indicators, they maintain.
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“Factors relating to economic growth, §

the rate of job creation, income distri-
bution and the design of welfare projects

are at least as important determinants of

quality of life.”

Nattrass and Le Roux say-it. 1S NOW |
commonly accepted that it 1s 1mpossi- |
ble to extend welfare benefits to all |
South Africans at the level currently |

enjoyed by whites.

“However, international experience |
indicates that primary health care pro- |
vision for all, as well as a minimum |
level of nutritional supplementation is §
possible in South Africa at affordable |

rates,”’ they say.
“For all the potential that health and

nutritional interventions may have to 3~
improve the quality of life, 1t cannot be §

over-emphasised that the most impor-

tant way of alleviating poverty is to |

create income-eaming opportunities for
poor people.

“In this context, the-need for special
employment ‘programmies (SEP) is
crucial.”

However, they 'warn that excessively | |
- high technical and planning require-

ments should not undermine the capac-

ity for such projects to provide employ- |

ment and income for the very poor.

i E

.‘4':"-* ' T

TS




(‘;‘%aw
- [
, .'

IUS SANAI

A
Compilation sketches
scenarios in ‘ne A’

PATRICK BULGER Q._T:\/
PRUNING apartheid bureaucracies coild save SA up

to R6bn a year, says Econometrix chief economist
Azar Jammine. '

Writing in Trends Transforming SA, a new book on
scenarios for’a new SA, Jammine argues that while
eliminating bureaucratic duplieation will save mon-
ey, it will not be enough to address the backlogs and
imbalances created by apartheid.

The book was edited and compiled by business
consultant Tony Manning and contains 16 coniribu-
tions from SA opinion makers. It is the result of a
forum organised by the Building Industries Feder-
ation of SA and is designed to stimulate debate and
raise money for a Bifsa building fund for small

busiressmen. ﬂ{ﬁﬂ-‘v-] ﬂ 3141

It was launched at the Inénda Club yesterday.

Jammine’s contribution on the economy says it

would require a 50% annual increase in SA's present
budget a year at present prices to create equality.

Department of Foreign Affairs deputy director
general Rusty Evans says in his contribution that
trade sanctions have aiready erumbled in the south-
ern African subcontinent.

“SA’s trade with Africa is growing by leaps and
bounds. It currently amounts to almost R10bn a year.

“Markets are being developed far and wide. Trade
with Zaire has trebled in two years. Madagascar has
opened up and there is no reason why trade with that
country should not quickly mateh that of Mauritins —
iz excess of R300m a year,” Evans says.

Executive MD of the Standard Bank Investment
Corporation, Conrad Strauss, says getting the eco-
nomy right is the number one national priority, and
action on this front cannot be deferreg until the
politicians get their constitutional house in order,

Other contributors include SA Institute of Race
Relations executive director John Kane-Berman,
Education Foundation executive director Johan van
Zijl, AIDS expert Dr Dennis Sifris, conservationist
Ian Player and former DP co-leader Wynand Malan.

What does
BESP stand for?

READ FRIDAY'S CORPORATE SURVEY.
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Setting new priorities in
government spending of
tax money is a major
source of redistribution of
wealth in South Africa,
paricipants in a recent
workshop onthe economy
in South Africa pro-
pounded. Noel Bruyns
reports:

THE government spends 12
cents of every rand tofinance
apartheid structures. The
death of apartheid would
mean the saving of this
amount.

Defence expenditure after
apartheid can also be signifi-
cantly decreased.

In all, about 3,5 percent of the
Gross Domestic Product (GDP)
can be saved in a nonracial,
democratic South Africa without
taking away from the budget voies
of education, for instance, which
would otherwise have a negative
effect on the economy.

Nevertheless, these savings is not

| enough to finance the demands by

individuals and political parties for
more money o be spent in areas such
as housing and education.

These are some of the findings agreed
upon by South African and interna-

tional academics and economists who
attended a “*Budgeting for Redistribu-

| tion” workshop in Gordon's Bay last
E weekend.
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The workshop, held at a Gordon's
Bay hotel, was jointly organised by the
Economic Policy Research Project
(EPRP) of the University of the West-
em Cape and the South African Labour
and Development Research Unit
(Saldru) of the University of Cape
Town.

Dr Peter Moll, a South African
economist based at the North Westemn
University in Evanston, US, who 1s at
present working at the EPRP, told
SQOUTH the underlying idea behind

the workshop was to identify avenues
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for redisiribution of weallir

“There are not many such avenues,
given the constraints of the South Afni-
can economy. But many participants
agreed that the government budget was
one of the chief sources of redistribu-
tion.”

There was consensusthattaxationdoes
not of itself redistnbute wealth.

“Taxing the rich heavily and the poor
lightly does not in the end affect the
distribution of personal income very
much, either in this country or in any
country, Moll said.

Instead, money paid to the Internal

Revenue Office should be spent “in a
way that 1s distributive™.

Reallocation

Participants felt the major part of re-
distribution of the country’'s wealth
should come from a reorientation of the
existing budget.

The money available in the health
budget, for example, could be reallo-
cated to benefit the poorest 40 percent
of society.

“The state should allocate money for
preventative health schemes or nutri-
tional intervention such as school feed-
ing schemes which are highly effective
yet relatively cheap, instead of subsi-
dising heart transplants, for instance,”
Moll said.

Atpresentthe budget allocations were
spent to the advantage of primanly the
middle class and the rich, not the poor-
est sectors of society.

The economists agreed that a capital
gain tax should be introduced and tax
concessions for firms limited, as these
were generally ineffective.
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Dr Max Sisulu deliver

However, they could not find agree-
ment on nationalisation. :

“Some people felt a good deal of na-
tionalisation should take place and that
future government spending should go
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on buying back institutions such as the
Post Office and Iscor to control prices
and reduce the present high monopoly
level of prices.

“QOthers argued that such spending
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and the money should be used rather on
things that directly benefit the poor,
such as housing and education.

“They also felt nationalisation would

scare off potential foreign investors,”
Mol I said.

3 1991 23

would place a great burdenon the budget -'

Neither could participants find con- |

sensus onredistribution as astrategy for
economic growth. Some of them felt
poor people would get more money
through redistribution, which would lead

to a change in buying habits.

The poor would buy local goods which
were labour intensive — thereby assist-
ing the economy and employment rates
— rather than umports.

Extract
Other economists present disagreed.

Redistribution should be seen as a

welfare policy, not a means to 1ncrease
individual incomes, they felt. It would
thus be limited by the government’s
ability to extract taxes and to spend 1t
approprately.

Moll said the workshop had not been

organised for participants necessarily |

to come to a consensus, but to give
guidelines for anew redistribution policy
to the ANC and Cosatu.

“We do not attend to market those |

issues that we did agree upon, but sim-

ply present thern as points that are well |

worth listening to,” he said.

Overseas academics who attended the |

workshop included Mr John Toye, di-
rector of the Institute for Development

Studies in Sussex, Professor Okner |

Gokay of the University of Istanbul,

and Zimbabwean economist Mr Nor- |

man Reynolds.
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‘Studj*pf‘i’@dwts slide into disaster’

A CONFIDENT {ﬁ!a SA Par Feport
predicts 8A 19 heading tgﬁ a mamr
Hiﬁﬁﬁter Whieh enulel seg the country
degenerate. | m to'a Lebanen or Etmpz
pia; Azape ¢ asmeg yesterday,

Azapo publicity ﬁEﬂrﬂEars 'Btripi
- Moodley lam;@ﬂgﬁt a News ponfer:
ERFﬁ in Buvban the-Perm belicved
Business an ﬂgﬁvsmmﬂﬂt were ﬁglely
reﬁpmlhlﬂ for
mess™; & (poy

| Meﬂﬂle# i m waﬁ fwet!m fromy
goll;ie ﬁpggi: cal euen xms ang- ﬁ;
mal Wﬂﬂﬁﬂ; rsléaﬁ ed to Azapa- R

&Nlﬁ LEVY reports laewpwer
f that Perm ﬂﬂﬁgmgn Tﬂeg ueﬁﬂm

. Mogdlsy rlaimed {ﬂ!}e f eport had
sﬁ-ﬂgf gﬂgnmﬂt rmu ’% ﬂsﬂnamw ﬂ!tuaqu t@

ﬁmﬂ ‘Aza ul;!?*ﬁ §tﬂtemﬂnt represented

il e s o)
3 He Bﬂ!fqg breached the
pnnﬁﬂentla ty. 9! a mseutatmn of
different scenarios igp §A wni ch had
been developed by Mutual and Ned-
pm' ans! made known to key decision

undering nature 9 gs

neﬁs n he w&mmea Iv a i
”rebpeg t!!ﬁ COUREF ,
without developing its #991 " .

The ﬂﬂﬂl?ﬂl?ﬁ m oftered ﬁgvﬂrai

Ways gf rsﬁnlﬂn ths § tua iop and
AFQBQ ad aske Perm for a sym-
mary to §tllﬂy thf-m; — ﬁapa .




|

| CAPE TOWN — Funds that g
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would have preferred tq allocate to sogial
spending would now have to be directed tq
combating crime, Deputy Finance Minis- §
ter Org Marais said yesterday.

He said it was sobering and saddenmg
that, considering the outlook at the begin
ning of last year and apart from the need
for more funds for combating crime, "ﬂ:
was not foreseen that so substantial a por-
tion of the shift in expenditure riuritiﬁs
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would have to be forfe;teﬂ for the mamten-

ance of law and order”.

“The additional expenditures that will j
now have to be directed to this area could &
otherwise preferably have been considered.

for social expe

:
1

‘5
in the ast year the SA Police’s cam le- ¥

k-

ment 1nereased by 14000 and last WBB]E L{

Law and Order Minister Adriaan Vlok said 3¢
he was pressing the Treasury for another
increase of similar magnitude.

Marais said goverpment $pend1n§ Dver 7

the past few years showed a shift tuwards it
expendifure but deniedf

greater social
speculation that the Budget would allocate
a further R7bn to social spending. -
He said the Budget could address somal
spending only within the constraints off
other demamls on the reasury. Other pri
orifies were that further progress shoul
be made in preparing the grnpnd Inr
Pennd of sustained economic Fr v
while maintaining the highest possible de ‘rf

gree of stability to reduce mﬂrtmn as f #-;
{ted to reducingt.

.'l 1kl

personal and company tax through a shifg.

“é’#ﬁi‘&ﬁ;ﬂ?“‘lﬂw

towards indirect taxation.
A further complicating factor is the:
u'q lementation of VAT, which will *fﬁ};
rastically restructuréd tax-base corh’

| Pareﬂ mtll‘that‘"“f‘GST 7 e saidr ™ g
Government’s responsibility was to yieg:

all the implications of VAT from a Budgg:
viewpoint against a wider canvas of dg
mands. He urged people to he careful i:
speculating about the Budget and raisir :
expectations to levels that were unattaig-
able in the near future.
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Entry t
'markets’

- South Africa was poised to
resume economic growth,
but it had first to obtain re-
entry to the international
community, Finance Minis-
ter Barend du Plessis said
in the House of Delegates
yesterday.

. Speaking during a debate on
. a private member’s motion by

the leader of the Opposition in
the House, Amichand Rajbansi,
that the’ State President he re-
quested to take the necessary
steps, to remove discrimination
in the allocation of State funds,
he said this re-entry was a puht—
ical issue, .

Sacrifice

The most noticeable price
South Africa had had to pay for
losing its international financ-
ing in 1985 was that it had to
sacrifice growth.

“We had to try to reconstruct
growth without the import pro-
pensity,” he said.

On the gap in pensions among
various race groups, Mr du
Plessis ,said that morally there
shuuldf,hbe no discrimination and

as possible.

al®

est

‘L

Parliament

1991

Effort all concerned had
resulteﬂ;%i ke gap closing quite
dramatica

However it was a complex
historical and cost issue which
involved regional differences
such as the cost of accommoda-
tion.

““I think we have made
progress under very difficult
circumstances.”

These had included a period
of a shrinking per capita Gross
Domestic Produet, the cost of
South Afrieca’s actmns in Nami-
bia and Angola, and the defence
of all its borders.

“You can calculate what the
cost was of national service.”

South Africa had also had to
accumulate strategic reserves.

Now that the Cubans had
“made good” their promise and
left Angola the whole pattern
had changed.

Lthe gap should be closed as soon

fa

T

The tragedy, however, was
that smce Premdent FW de
Klerk’s opening of Parliament
speech on February 2 last year,
a larger percentage of funds
had had to be spent on main-
taining law and order — be-
cause of the viclence — than the
Government had planned.

“Therefore a restructuring of
a budget was very difficult
under those circumstances.”

Criticism

Referring to criticism durmg
the debate that Jan Steyn’s In-
dependent Develo ment Trust
(IDT) was taking tun long to
spend the R2 billion allocated
for socio-economic upliftment,
Mr du Plessis suggested that
Members of the House of Dele-
gates ask Mr Steyn and his
housing director, Ben van der
Ross, to address them.

Careful planning had to go
into spending R2 billion, he said.
“You can’t just go on a spending
spree.”

The Trust was meant for the
“poorest of the poor” of all
races. — Sapa.
— Sapa.
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‘WASHINGTON — The United
States will donate $40 million
(R103,2 million) for the upliit-
‘ment of disadvantaged blacks
(in South Africa. -
‘ Speaking before a House of
‘Representatives foreign affairs
sub-committee on Africa in
‘Washington, Assistant Secre-
‘tary of State Hank Cohen said
'the donation, a 25 percent in-
.crease over that last year, was
‘due to American concern over
‘the South African economy’s
ability to cope with the chal-
lenges that face the country.
. The assistance would help ne-
.gotiations and negotiators to
reach a successful outcome.
. The aid to disadvantaged
'blacks was to prepare them for
‘future leadership roles and
‘'would primarily be in the form
‘of scholarships, Mr Cohen said.

“South Africa is on the move
‘towards a future deveid of the
stain of aparthe1d and the Unit-
‘ed States is happy to be a part
'uf that process,” he said.
. Mr Cohen welcomed efforts
to broaden South Africa’s eco-
nomic base and reacted positi-
‘vely to the ANC’s reconsidera-
‘tion of its nationalisation pol-
ey, as well as the joint political
‘committees addressing socio-
.economic probiems in South
. Africa.
* He praised US businesses that
‘had stayed in South Africa and
'said he was proud of their role
.desmte obstacles.

“They have led the way in

)
d

fdemonstrating how business
.and equal opportunity reinforce

‘each other.” — Sapa.
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HOUSE OF DELEGATES
DCWWEO NS
tindicates translated version. ,w 2 Fmvkn\f
For written reply: \
Own Affairs: (/.w/)

Surplus of teachers

I. Mr M RAJAB asked the Minister of

tion and Culture: Hea-

(1) Ewﬂ:ﬂ his Department has a surplus of
approxumately 1 000 teachers; if so, (a) by

what calculation is this surplus arrived at
and (b) what effect will the termination of

the services of this number of teachers
have on his Department;

whether he will make a statement on the
matter?

DI19E

The MINISTER OF EDUCAT
TURE. iION AND CUL-

(1) No.

(a) and (b) Fall away.

(2) No.

HOUSE OF DELEGATES
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HOUSE OF ASSEMBLY

QUESTIONS
tIndicates translated version.

For written reply:
General Affatrs:

Capital flow
1. Dr W J BOTHA asked the Minister of
Finance:y f&vi .UA w_ni
What was the capital (a) inflow into and {b)

outflow out of the Republic during each
specified financial year since 1980-817

(GA) e

The MINISTEROF FINANCE:
(a) and (b)

Capital flow is only measured on a net basis,
The total capital flow for the financial year
1980-81 to 1989-90 is as follows:

Capital
movements Liabilities
not related related to

to reserves reserves Total

(R million) (R million) (R million)
1980/81 ..... —492 651 159
81/82 ..... 2 163 3 239 5 402
82/83 ..... 3071 —1507 1 564
83/84 ..... 816 1 165 1 981
84/85 ..... —-016 1 361 445
R5/86 ..... —7132 305 -G 827
86/87 ..... —3822 -—=2031 —5 853
B7/88 ..... -4 077 —682 -4 759
8B/8Y ..... -6 779 2 878 -3 901
89/90 ..... —3329 T —-2 558

Certain areas: telephone services oufstanding

57. Mr D J DALLING asked the Minister of
Mineral and Energy Affairs and Public Enter-

prises:  \jamsonch  A{ 3|4\ nw%

(1) How many applications for tefephone
services were outstanding in respect of (a)

the exchanges of (i) Bryanston, (ii) Rand-
burg, (iii) Benmore Gardens, (iv) Kelvin,
(v) Bramley, (vi) Rosebank and (vil)
Sunninghill Park, and (b) any other €x-
changes serving the Sandton constitu-
ency, as at 31 December 1990;

(2) when is 1t anticipated that the backlog in
respect of each exchange will elimi-
nated;

(3) what steps are being take 1sfy the
demand for telephones in respect of each
such exchange?

i A3l B114E

The MINISTER OF MINERAL AND EN-
ERGY AFFAIRS AND PUBLIC ENTER-
PRISES:

(1) (a) ) 89,

(i) 144,
(iit) 163,
(iv) 97,
(v) 97,
(vi) 298,
{vii) 206; and

(b) Farmall 20,
Fourways 211,
Olivedale 177,
Diepsloot 40,
Bromhof 129,
Crowthorne 43;

(2) and (3) Numerous waiting applicants in
these exchange areas have in the interim
been provided with telephone service. A
total of 21 cable projects will be under-
taken within the next two months and the
requiremients of 465 applicants will be et
progressively as the projects are com-
pleted. A further 71 cableprojects which
will enable the Post Office to provide all
the remaining waiting applicants with
telcphone service have either been
planned or are 1n the planning stage. No
definite completion dates for these
projecis are available at this stage.

HOUSE OF ASSEMBLY




.SOUTH AFRICA stands at a
dramatic crossroads in this
moment of history. The deci-
sions to be made in the imme-

diate future .are almost all
political. Given this fact, dis-
cussions about economic
alternatives and options may

appear somewhat less
urgent. o
However, if a political settle-
ment results from the processes
now underway, and if this settle-
ment eventuates in a new govern-
ment of whatever sort, the most
- immediate pressures on that gov-
‘ernment will be economic.
It would be well if ali the
.groups that are likely candidates
for sach a government had at
least some general directions of
economic and social policy in
mind before the event; there will
be very little time afterward and
the costs of failure would be high.
Every human society has
unique features. So, of course,
does South Africa, But there is
now a considerable body of know-
ledge about economic, political
and social processes worldwide.
The modern situation is charac-
terised by powerful forces that do
not respect national boundaries
{such as the forces of a global
economy, of science and techno-
Jogy, and of demographic dyna-
| mics).

Options

It follows that there is no
:society today that cannot usefully
i -compare its own experience with
that of others, This is especially
‘'so in the matter of economic
options, and of the social and poli-
tical policies that are inexirica-
bly connected with the various
options. No government run by
even moderately sane individuals
wisties' to opt for economic stag-
nation and social misery.

The question then is what we
now know and what we don’t
know about the conditions for
economic and social develop-
| ment. Some things we now know
. with reasonable certainty; other
things are much less clear.

We know that political stability
is a precondition for economic
development. This is why a dis-

E .f....:-
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assumption of reasonably stable
governance. -
Political stability implies that
the larger part of the population
supports, or at least passively
accepts, the authority of the gov-
ernment. It does not necessarily
mean democracy. One may
deplore this but it is important to
understand that, however desir-
able democracy may be for many
good reasons, it is not a precondi-
tion for economic development.
The big development success
stories of East Asia all began

PETER BERGER,
opening the debate on
the economy In our
Towards the Future
South Africa series,
suggests a prosperous
future awaits the

country — if it can
succeed in rewarding
entrepreneurship.

Next week economist
Merle Lipton responds

- . .?...

from another fact, namely that
once economic development has
become successful it generafes
democratising pressures.

We know that capitalism is the
only modern economic system
that holds out a promise of suc-
cessful development. Socialism,
in any of its varieties, has proven
to be an unmitigated economic
and social disaster wherever it
has been tried: what is more, it
has produced political tyranny
everywhere.

Capitalist economies do not
always succeed; socialist ones
never do. The disintegration of
the socialist systems in the for-
mer Soviet empire should spell
the end of the capitalist/socialist

ally) were visible long before
that.

In some places there has been
talk of a “third way” that will be
neither capitalist nor socialist.
This is an illusion, which func-
tions to avoid hard choices. There
is no “third way”. The talk of a
“mixed economy” being such a
“third way” is obfuscating.

All modern economies are
“mixed” to a degree — there are
quasi-socialist government inter-
ventions in the economy even in,
say, Switzerland, and every
socialist society has had a quasi-
capitalist “underground eco-
nomy” — but it is virtually
always clear whether the “com-
manding heights of the economy”
(a useful Marxist phrase} are
dominated by market forces or
by political planning.

The Scandinavian societies are
not a “third way” at all; they are
capitalist societies with highly
developed welfare states. Social-
ism and capitalism are (fo use
another useful Marxist phrase)
modes of production; Scandinavia
is a particular mode of redistri-
bution — an altogether different
matter.

Deliberate

We also know, in this connec-
tion, that poor countries can ill
afford a Scandinavian mode of
redistribution, even if they
embark on a capitalist- road of
development. Wealth must be
accumulated before it can be re-
distributed. We know fairly well
that policies favouring economic
growth are more likely to
improve the condition of the
poorer elements of the population
than policies favouring redistri-
bution. .

What, unfortunately, we don’t

tend to know {mostly economists
on the political right), these pre-
tensions should not be believed.

It follows that governments of
poor countries, or at least such
governments as are subject to
some degree of democratic
accountability, must make some
hard choices: some redistribu-
tionist policies will be necessary
fo satisfy popular expectations
for an improved life, but these
policies must be so fashioned as
not to jeopardise the economic
growth on which they finally
depend.

These choices will have to be
made on the basis of uncertain

Capitalist
economies do
not always
succeed;
goclalist ones
never do.
And there 1s
no ‘third
way

knowledge. There is one bit of
knowledge one can offer here: if a
government has limited
resources to devofe to. social
improvement, expendifures for
health and education are prob-
ably the most likely to both bene-
fit the poor and at the same time

in development, we would still
have to wonder to what extent
governments or other modern
institutions (such as corporations)
can change culfural traits
deemed unhelpful economically
— or, for that maiter, to what
extent they should try for such
change.

Education is the area of public
policy most likely to be the arena
of efforts at deliberate cultural
change. If, for example, a society
or sectors of a society have a
culture that disparages individ-
ual effort, holds manual labour in
contempt and encourages the val-
ge of not worrying about the
future, then the schools can try to
counter these cuitural traits.

The evidence suggests, though,
that schools rarely effect cultural
change unless they are supporied
by the family and the community.
The evidence also suggests that
the most successful agents of cul-
tural change are passionate reli-
gious movements.

Crucial

If economic culture is a phe-
nomenon hot easily amenabie to
public policy, it should at least be
given the benefit of the classical
Hippoeratic injunction not to do
harm: governments may not be
very good at fostering productive
economic cultures; governments
have been very adept at squelch-
ing such. For one thing, there are
ethnic or religious minorities In
many places that excel in eco-
nomic inventiveness. Typically,
these minorities are objects of
envy.

Public policy can either go
along with or resist the politics of
resentment; it should resist, not
only because it is morally right to

-
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voured groups, and the like.

Hernanado de Soto has been
the prophet of liberation from
this sort of government inferven-
tion in Latin America, but his
admonitions are as relevant in
other parts of the world. Three
basic propositions apply here:
enterprise is crucial for economic
development; governments are
not good at creating it; govern-
ments should at least get out of
the way.

One could also, of course, he
more optimistic and ask how the
government could positively help
the nascent entrepreneurs among
the poor. Probably there are
three likely areas — education
and iraining; credit; and informa-
tion about opportunities, markets
and technological change.

All the above considerations
are highly relevant for South
Africa’s economic future, There
is an additional one that should be
given special mention: there is
some reason to think that a very
dynamic and positive economic
process is stimulated when large
numbers of people who were pre-,
viously excluded or discriminat-
ed against enter the economic
mainstream.

The second case, different in
many ways, was the rapid recov-
ery of West Germany after World
War 1I — facilitated in an impor-
tant way by the absorption of §:
masses of refugees from the East.
The third case, closer to the
first than the second, is the
American South since the civil
rights revolution of the 1960s: it
can be argued that the dramatic
transformation of the Yegion
from “Tobacco Road” to “Sun-.
heli” was at least partialiy. g¢
caused by the economic enfran- {!
chisement of the masses of pre- |
viously excluded blacks.

“New people” in any society
tend to be more active economic-
ally, to the benefit not only of
themselves but of the society as a“
whole., |

Prudent

The stakes in South Africa are
very high indeed. Both the dan-
gers and the promise are stagger- &
ing. It seems, though, that cnmm_
thing can be said with some>
assyrance; given its immense
physical and human weaith, ;)
South Africa has within it thef
potential of another great eco-3

nomic miracle. i

do so, but because it is in the
interest of economic develop-
ment.

But governments do most
harm by throwing obstacles in
the way of whatever economic
inventiveness and initiative may
exist, especially among the poor.

And governments do this all
the time — even governments
that subscribe to a rhetoric of
free enterprise — by oppressive
rules of licensing and certifica-
tion, by excessive taxation, by
monopolistic allocations to fa-

enhance economic growth.
. We still know relatively little
~~hout the relations of economic
Sehaviour and culture. It seems
Filecar that some cultures are
ftnore congenial to modern eco-
Fnomic development (the case of
‘Tast Asia is again instructive
" here), but it is much less clear to
what degree cultural factors are
important and also whether a
particular cultural traif remains
an advantage over time.
Fven if we knew more about
“economic culture” as a variable

debate for anyone who argues
rationally, but the catastrophic
effects of socialism (socially and
politically, as well as economic-

cussion of the economic fufure of -
Qouth Africa, unless it is to be a.,
discussion of doomsday scenar- -
jos, must be predicated on the

know is just how much redistribu-
tion can be afforded at what
points of economic development.
There are economists who pre-

-under the auspices of authoritar-
ian regimes. If one is convinced of
the moral superiority of democ-
racy, one may derive consolation

Three “economic miracles” of If it emerges from mvmﬁ:&nm
modern history may be cited as  with a stable government, a cap- 3
examples of this. The first was jtalist economy and policies that;
the initial modernisation ¢f favour economic growth with a
Japan when, in the short time  prudent amount of _.m.,:m_ﬂgncm_w
span between 1868 and 1912 (the  then it could yet become thed|
Meiji period), the country was  Japan of Africa, transforming not;
transformed from a feudal back-  only itself but the entire conti-
water to a modern industrial eco-  pent. The thought is both :mm&m
noiey. . and sobering. 3

The Meiji revolution began O Professor Peter Berger ﬁm
with the sudden abolition of few-  girector of the Institute for the}
dal privileges — in that context,a  Study of Economic Culture nﬁw
true “civil rights” revolution. BRoston University
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in the Money Markets

THE financial markets will
open this morning with the
boards clean and with most
rates already in line with
the new Stals rate. The
bulls have had their pa-
tience rewarded.

The rate for 90-day liquid
bankers acceptances (BAs)
has to be skinned by 10 ba-
sis points to 17,30% from
Friday’s 17,40% to bring it
into line with the new re-
discount rate of 17,30%, and
the Treasury bill (TB) rate
will undoubtedly adjust to
Bank rate next Friday, by
shedding four basis points.

Some TBs might trickle
into the market this week
with other marketable as-
sets — BAS, nun-l‘;quids and
short-dated CDs — as hold-
ers of paper might find it
more convenient fo take a
small immediate profit.

For the next month oOr
market

4
-
1
-
P

two, the money

will be 100% hased on pure
investment with barely a
suspicion of speculation.

should be calm and dull as -
the motivation for trade .

~ trends.

:Stals rate rewards patien

|31

gyrate as the bulls take
their profits and the few
bears deal wildly to get out
of trouble. Bond yields
might soften marginally,
but the end of the day
should see the bulls ram-
pant as they over-react to
ihe mild stimulus which the
lower Bank rate and the
easing of bank liquidity will
give to the economy.

The slight relaxation of
monetary policy will not
trigger the boom which re-
flex-minded bulls might
fantasise about. At best it
will edge the economy off
the floor and revive flag-
ging business confidence.

Perhaps monetary policy
has been eased because fis-
cal policy, to be revealed In
next week’'s Budget, will
continue to be tight, strong-
ly anti-inflationary.

If this assumption is cor-
rect, Stals was ready to re-
duce Bank rate several
weeks ago when he de-
clared that he was pre-
pared: to follow market
And the signals

budls
o3
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beenc d vocal.
He might have delayed cut-
ting Bank rate until
Finance Minister Barend
du Plessis had positioned
all the jigsaw pieces which
make up the Budget.

Possibly Du Plessis will
not be in a position to be
generous to taxpayers next
week, but they will have
some compensations; for
consumers the mortgage
rates will be eased and so
will the overdraft rates.
For those in business, bank
horrowing will be cheaper.

Today's borid market @il *-from~-the markets- have
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Regiopal unity ‘impossible’
RCEIQNAL Unity ‘tmpossible’
THE uneven development’ of African

national economies means a regional cus- . *.

toms union, common market or economic  ment Co-ordination Conference (SADCC).
community i§; out of the question, says  Successful regional integration requires
Institute of Iniqrnational Affairs research- strong institutions whie are aple to cqex-
er Gary van Staden. ist with nation-states, = @«?
Van Staden, argues in an honours thesis Of all the regional arrag ements operat-
- On regional integration and economic de- ing in southern Africa, the PTA has come
velopment that the divergent national closest to that goal, Van Staden says.
econornies of the nation states of southern “The SADCC has no institutions worth
Africa militate strongly against any one speaking about while Sacy is dominated by
arrangement covering the entire region, SA with little or no regard for the wishes of
"It is simply not possible for the econo- . its partners.”
Inies of, for example, SA and Zimbabwe to The PTA institutions are strong enough
form a common market with, for example, to perform an integrative function but
Mozambique, Malawi, Lesotho and Swazi- weak énough not to threaten the individual
land.” The effect on these economies would nation states,
be severe, he says. But evidence from the past seems to
Kiven a free trade area, the lowest form suggest that nation-states wijl react nega-
of economic integration, might not be pos- tively when asked to make the complex
sible on a regional basis because of SA's  compromises demanded of currency and
and Zimbabwe’s domination of the region’s  trade policy alignments,

manufacturing base. Van Staden says the gravest danger re-
SA would bénefit from membership of mains South Afriean “hegemony”.
the Preferential Trade Area (PTA) as it “If SA continues on its current path of

had benefited Zimbabwe and Kenya, “but * setting itself up as the region’s ‘big brother’ .
neither of those'two countries would wel- through whom all or most of the develop-
come the SA challenge”. ] . ment strategies for the region must be

SA membership of the PTA would spell  channeled, 3 political backiash from the
the end of the SA Customs Union (Sacu)and  rest of the region, particularly Zimbabwe,
possibly the Southern African Develop- seems certaip ”
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— i bankers view the political
8 B progress and process in this
W country with approval.
President ' W de Klerk’s initia-
tives are wholeheartedly sup-
ported and the moderate stand of
many ANC leaders, including
Nelson Mandela, is greatly
appreciated.

However, the uncertainties inher-

ent in the dramatic changes give rise
to concerns about the future stability
of our economic system. And bank-
ers and investors shy away from un-
certainty because an uncertain envi-

| ronment creates conditions which

" each type of finance available to SA

prevent risk from being quantified.

The lifting of sanctions is unlikely,
in itself, to cause a flow of new mon-
ey into this country. In many coun-
tries the provision of foreign finance

to SA is not subject to legal impedi-

ment and sanction. Even now, bank-
ers in most European countries are
free to provide new commmercial and
syndicated loans to SA entities, and
to float bond issues to investors in
those countries.

However, since 1985 we have not
received any new commercial or
syndicated loans of significance, and

bond issues are still difficult to nego- -
tiate. Since 1985 the only significant- -

ly successful bond issues were pri-

vate placements, replacing existing

maturing bonds. Even in these in-

stances, only a relatively small pro-

wﬁ.ﬂg of the maturing bonds have
n refinanced.

—&Hmﬁwgmv@oamﬁmmwoﬂwﬁ

conditions gave rise fo this phenom- .
i enon. The

litical pressure on inves-
tors and lenders of money not to
participate in transactions with SA
was extremely great. However, that
pressure is now on the wane and a
more in-depth analysis of financing
opportunities for SA is required to
fully understand why access to
foreign financial and capital mar-

kets is still going to be a challenge in -

the next few years.
It is therefore useful to consider

entities and examine the prospects
of successful negotiation in r t
of each. First, a brief review of the
potential of trade finance and pro-
ject and export finance facilities.

‘Fears of 1nsta
likely to disc
foreign

b o

RILY

urage |

1nvestment

in ﬂ_a.mﬂmmno:nt of two articles, Eskom GM (Finance) MICK DAVIS
mxmimamm the preconditions required for a renewed flow of foreign

¥

funds into SA.

"

Trade finance is short-term

 finance provided fo facilitate bi-

lateral trade. The risks to the lender
are limited due to its short-term na-
ture. Generally the lender merely
needs to assess the creditworthiness
of the individual debtor and SA for a

- window of no longer than one year.

Given that fairly accurate assess-
ments of this risk can be made, and

" that SA’s frade surplus is indicative

of sufficient currency resources to
meet repayment obligations, trade
finance is generally available.

. Secondly, project finance and ex-
port credit facilities are also gener- .

ally available and they relate to cap-
ital purchases from a particular
country. These facilities are avail-
able for essentially three reasons:

(] The wﬁnﬁmmm of capital goods cre-
ates job opportunities in the vendor
country; - %. . *

The quantum ¢f risks of non-pay-
ment only grow incrementally, as
the credit is generally provided over
a period of timp. This affords the
lender greater protection and the

Some form oflinsurance is gener-

ally provided fo

default”, .U -4
Unfortunately, jgiven the current

ability to manage his risk; and t

i
b

) rt credit facili- :
-ties to the lenderiin the event of non- .
payment as.a result of “country °

depressed nature of the SA and world
economies, the use of these facilities
is restricted.

New finance today can be realised
only when commercial or syndicated
foreign loans are available or new
foreign currency bond issues are pos-
sible. Foreign bankers (who will pro-
vide the foreign loans) and foreign
investors (who will invest in our
foreign currency bonds) require cer-
tain conditions before they will com-
mit significant new money for in-
vestment in SA.

qwm lack of new money in the
latter part of the 1980s did not in
itself result from any serious misgiv-
ings about SA’s ability and willing-
ness to meet its obligations. Indeed,
the world financial commentators
often remarked on how unborrowed
the country was although the repay-
ment structure of existing debt was a
cause for concern.

The initial paucity of new foreign
finance was caused by two main
factors.

Firstly, banks were required to
raise provisions against SA debt as a
result of the debt standstill. It was
therefore impossible for new money

to be made available at an afforad-
able cost.

Secondly, severe political pres-.
sure from student groups, trade
unions, church movements and gov-
ernments made it difficult, and at
times impossible, for overseas bank-
ers to be seen to be doing long-term
business with SA or to assist SA bor-
rowers in floating of new bond issues
in the overseas capital markets.

The political pressures from 1985
to 1990 are waning, and it is now our
future creditworthiness which is the
key. Overseas bankers and investors
are looking for a political settlement
which facilitates a demoeratic gov-
ernment, free market principles and
social harmony and a growing eco-
nomy. That is not yet certain.

Foreign investors and bankers are
nervous about the nationalisation de-
bate, the threat of unrest if sanctions
are lifted, the apparent political dis-
harmony among some black politi-
cal leaders, violence in the townships
and their previous experiences in
Africa and South America.

So they demand a high return to
compensate for their perceived risk.
The required return is generally in-
dicated by the returns earned by
those who invest in the financial
rand. Current interest rates and re-
turns in SA are geared up by the

discount between the financial and
the commercial rand. This gearing is
caused because investors can invest
via the financial rand and then re-
ceive interest/dividends via the
commercial rand resulting in effec-
tive returns of more than 20% a year.
Those with money to invest in high
risk and high yielding securities will
probably invest in new foreign cur-
rency finance for this country only if
they can be offered similar returns.
The high return of the financial rand
investment is not paid by the SA
horrower or investee, but results
from the discount between the finan-
cial and commercial rand.
Commensurate returns on direct
pnew foreign currency investments
would have to be paid by the borrow-
er, as no gearing would exist — both
the investment and the payment of
the return (in the form of interest or
dividends) would be via the
commercial rand. If such returns
were demanded and offered, the cost
of the new borrowings would be
prohibitive. .
It is likely that foreign lenders, if
they are to invest any significant
amounts, will require the returns in-
dicated by financial rand investment
opportunities until evidence causes
them to draw definitive, positive
conclusions about this country’s

. future.

w» is competing for new finance
with countries in Eastern Europe
and South America. Unless the so:
cial, political and economic environ-
ment is coherent and understandable
to potential foreign bankers and in-
vestors, and is relatively no worse
than that of our competitors for
finance, affordable new foreign
finance will not have an African
address. .

It is incumbent upon the business
and political leadership to continue
to put into place those conditions
which will demonstrate to foreign
investors an environment which,
firstly, they can understand and, sec-
ondly, upon which they can base
meaningiful and favourable medium-
to long-term forecasts.
of the debt standstill and abolition of
the financial rand are critical fac-
tors in our successful return to the
capital and financial markets of the

world.
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THE Reserve Bank’s cut in interest
rates was part of a strategy to boost
business confidence and position SA
for the next economic upswing, econo-
mists, bankers and stockbrokers said
yesterday.

The Bank on Friday announced a one
percentage point cut in its key- lending
rates to banks, effective from today. The
banks are expected to follow with an-
nouncements of similar cuts in prime over-
draft and home loan rates. today.

Another measure announced on Friday
that will encourage bank lending is the
easing of banks’ cash reserve requirements
— a move that will free Ribn to flow into
the money market, '

r ll‘ rk -

The measure immediately creates fur-
ther downward impetus for interest rates

and will be phased in over four months.
The decision to reduce the minimum cash
requirement to 4% of short-term liabilities
from 5% was taken “in the light of the
present general economic situation”, Bank -

_ Governor Chris Stals’s:statement said.

b meonomisty expect” gopdrnment=to-folv.c.-
low this week’s Bank rate-qut with a Bud-

get that aims to boost business confidence

~ while agddressing the country’s social
needs.. Rand, Merchant Bank’s Rudolf
‘Gouw$ said business was expected to get a

* boost from.drarmatic cuts-to import sur-
charge. rates, e;specially on capital goods.
But the key to improved -business confi-
dence was to balance an:easing in both
monetary and fiscal policy with financial

discipline, as fears of renewed inflation
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etary and fiscal policy, he said. _
- Stals. said in, his. weekend- statement..
monetary policy had to be guided by ihe

need for continuation of financial disci-

| ‘ : GRETA: STEYN l

would knock confidence.

Gouws said: “The announcement of a

reduction in the money supply target
range at the same time as a cut ih Bank
rate provides the necessary balance. It
helps in the fight against inflationary
expectations.” ,

RBanks will not be able to finance a credit

spending spree within a money supply
growth range of 8%-12%, down from the
Bank’s 11%-15% guidelines for 1990.

Nedeor CE Chris Liebenberg said com-

panies had openly expressed . fears of
agverkill” before the cut in interest rates.

“It was necessary to help. regenerate

business confidence. But don’t expect a
series of Bank rate cuts this year. Since the
Budget is likely to be mildly expansionary,
the Reserve Bank will probably keep a
'tight rein on monetary policy.”

That would be the correct “mix” of mon-

]

¥

pline, but had to have sympathy for the
many hardships suffered by some sectors
of the economy “in the present adverse

economic climate”.

Stals firmly linked the next cut in inter-

est rates to the inflation rate, saying: “The
Reserve Bank will require visible evidence
of a real decline in the rates of increase in

N To Page 2 !
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the producer and consumer price indices
before taking a next step towards lower
interest rates.”

He said the monetary authorities could
not afford a premature relaxation in their
“vigil against inflation”.

The present inflation rates were “unac-
ceptably high”, and the decision to cut
Bank rate had been in response mainly to 2
strong balance of payments and reduced

P — L i

u[q From Page 1

money supply and credit growth.

A stockbroker said the cut, though large-
ly discounted in the recent surge in indus-
trials on the JSE, would keep the market
buoyant and could cause second-line stocks
to gain more prominence. While the move
has also been largely discounted in the
gilts market, a spurt of bullish sentiment is
expected in the markets today.

& Comment: Page 6
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THE Reserve Bank’s cut in interest

rates was part of a strategy to hoost
business confidence and position SA
for the next economic upswing, econo-
mists, bankers and ‘
yesterday. .

The Bank on Friday announced a one
percentage point cut in its key lending
rates to banks, effective from today. The
banks are expected to foilow with ap-
nouncements of similar cuts in prime over-
draft and home loan rates teday. -

Another measure announced on Friday
that will encourage bank lending is, the
easing of banks’ cash reserve requirements
— a move that will free Rlbn to flow into
the money market. ]

The measure immediately creates fur-
ther downward impetus for interest rates
and will be phased in over four months.
The decision to reduce the minimurm cash
requirement to 4% of short-term liabilities
from 5% was taken “in the light of the
present general economic situation”,
Governor Chris Stals’s statement said.

- Feonomists expect’ ghre ment’ $0-folawr s

low this week’s Bank rate t with a Bud-
get that aims to boost business confidence
while addressing tbe country’s social
needs. Rand Merchant Bank's Rudolf
Gouws said business was expected to get a
hoost from dramatic cuts to import sur-
charge rates, especially on capital goods.
But the key to improved business confi-
dence was to balance an easing in both
monetary and fiscal policy with financial
ears of renewed inflation

_discipline, 28 f
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the producer and cOnsumer price indices
before taking a next step towards lower
interest rates.” .

He said the monetary authorities could
not afford a prensature relaxation in their
“vigil against inflation”.

The present inflation rates were “unac-
ceptably high”, and the decision to cut
Bank rate had been in response mainly to a

strong balance of payments and reduced

stockbrokers said
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would knock confidence. | . )
. Gouws said: “The announcement of a
reduction in the money supply target
* range at the same time as a cut in Bank
rate provides the pecessary balance. It
_helps in the fight against inflationary

expectations.” - . 4 , .
Banks will not be able to finance a credit
spending spree within & money supply
- growth range of 8%-12%, down from the
Bank’s 11%-15% guidelines for 1990.
Nedceor CE Chris Liebenberg said com-
panies had openly expressed fears of
“averkill” before the cut in interest rates.

“Jt was necessary ‘1o help regenerate
business confidence. But don’t expect a
series of Bank rate cuts ¢his year. Since the
Budget is likely to be mildly expansionary,
the Reserve Bank will probably keep a
tight rein on monetary policyg.” =

‘That would be the correct “mix” of mon-
etary and fiscal policy, he said. ‘!

- Stals_ said, ip, his.yesgkend 'statement
 jonetary policy had to be guidéd by the
need for continuation of financial disci-
pline, but had to have sympathy for the |
many hardships suffered by some sectors
of the econormy “in the present adverse
economic climate”.

Stals firmly linked the next cut in infer-
est rates to the inflation rate, saying: “The
Reserve Bank will require visible evidence
of a real decline in the rates of increase in
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money supply and credit growth.

A stockbroker said the cut, though large-
ly discounted in the recent surge in indus-
trials on the JSE, would keep the market
buoyant and could cause second-line stocks
to gain more prominence. While the move
has also been largely discounted in the
gilts market, a spurt of bullish sentiment is
expected in the markets today.
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Politics seen as (¢ ‘
ortant factor in

imp
forcin

By Derek Tommey

Businessmen will welcome
the surprise bank rate cut
announced by the Reserve
Bank on Friday and the
R1 billion increase in the
commercial banks’ liquid
balances, even though eco-
nomic conditions are still
likely to remain tight.

Buf they will be wondering
how much of this latest relief
was due to the disappointing (for
the Government) Maitland by-
election result on Wednesday.

Obviously, something galvan-
ised Dr Stals, the Governor of the
Reserve Bank, into early action.

Overkill

He was expected to announce a
cut in interest rates on March 19,
the eve of the Budget. This was to
coincide with whatever measures
the Minister of Finance, Mr
Barend du Plessis, might an-
nounce.

However, Dr Stals’s disclosure
on Friday night of his money tar-
-gets for 1991, which are normally

issued on Budget Day, suggests -
that bhe. may have acted sponer«

s
o Stals’

that it risked overkill with its
tough economic policies, especial-
ly by applying them at a time
when the mainspring of the econ-
omy, the gold mining industry, is
in serious difficulties.

Until now, the Government has
chosen to ignore the rapid in-
crease in unemployment, the de-
cline in business profitability, the
great frequency with which firms
have been going bust — and the
increasing concern and despon-
dency among whites in all income
groups.

But the Maitland by-election
would appear to have brought
home at least these last points to
the Governmernt,

The right-wing anti-Govern-
ment vote jumped seven fold to
3152 while the Government vote
dropped from 6154 to 6009 indi-
cating a protest factor at work.

It may also lead to.some extra
sweeteners in thebudget aimed at
reversing the Maitland trend.

For the Reserve Bank, Friday
evening's announcement repre-
sents a partial defeat. Since it
started pushing up interest rates
two years ago its aim has been to
squeeze inflation out of the econ-
omy. But so far it has had little
real success.

;g_%_'ln'l the 12 months ended Jan-

than-planned — and possibly. . . ‘gary this year the increase in

. made more concessions than he~

intended. .,

Businessmen have been telling
the Government for some time

W

' prices was 14,3

percent. In the 12
months ended January, 1989 the
increase in prices was 13,3 per-
cent, This is certainly not the re-
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sult the Reserve Bank can have
expected from two years of
squeezing economie activity fair-
ly severely.

Dr Stals admiited on Friday
night that monetary policy alone
will not end inflation, or not with-
out severe hardship. Nonetheless,
he says he intends maintaining a
relatively restrictive monetary
policy in order to keep downward
pressure on inflation.

Wage increase

He blames the failure of his
anti-inflationary policy partly on
excessive wage increases. He
does not say who has received
these “excessive” payments but
he is obviously aware of Central
Statistical Service’s latest release
on public sector salaries and
wages.

This shows that in the 12 |

months ended September, the
public sector’s quarterly wage
bill rose 20,8 percent from
R8,0 billion to R9,7 billion. The
white wage bill rose 17,1 percent,
the coloured wage bill 21,9 per-
cent, the Asian wage bill 25,9 per-
cent and the black wage hill by
27,4 percent.

The average wage increase for
whites was 20 percent, for col-
oureds 22,7 percent, for Asians

21,9 percent and for blacks 27,7,

percent,
No doubt many good reasons

can be found for the size of these
pay rises, such as people improv
ing their skills and moving
into more senior posts.
But;to grant such pay
increases at a time when
private sector pay rises
were averaging 16 percent
and many people have
stopped getting salaries
and wages- altogther, does
suggests that:the Govern-

ment and the public sector |

hahd

did *not, really have its |

heart. ini"the anti-inflation
drive. .-, ..
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RESERVE Bank Governor Chris
Stals has removed money supply tar-
geting from the centre stage it en-
joyed during the De Kock era of
monetary policy. But is Stals stiil
according money supply a more
important role than he needs to?

At the weekend, he announced new
money supply targets, or “guide-
lines”, ag he prefers to call them, of
8%-12% for 1991. The three percent-
| age point reduction in the range is
meant to signal “the resolve of the

monetary authorities to reduce infla-
: tionary pressures’.
~ Stals emphagsises the Bank fights
' inflation through control over the
"\ money supply and not through inter-
“ est rates, The reason for wanting to
;, monitor and control the money sup-
- ply is that money and inflation are
" said to go together like a horse and
“-carriage — keep a tight rein on the
- horse and the carriage will proceed
at the desired pace. @

Stals says the level of interest
rates comes about as a result of the
Bank’s money supply policy. Like his
predecessor, Gerhard de Kock, he
puts the main focus on money supply
rather than on interest rates — the
latter plays a “spin-off” role.

Without going into the merits of

.

Money supply: more

this approach to inflation, it should
be pointed out that the practicalities
of the Reserve Bank’s monetary sys-
tem contradict this policy. The sys-
tem is not designed around control-
ling the money supply. The policy is
of necessity hit-and-miss, since it has
to operate within the “wrong”
framework.

This point has been made repeat-
edly by academics, including former
Unisa professor Colin Rogers, UCT’s
Brian Kantor and University of Pre-
toria wwnmmmmcu Geert de Wet. De Wet
said: “Given the framework of con-
trol measures ... effective control
over the stock of money in the SA
economic system will not be possi-
ble. The monetary authority will
have an influence on the ... amount
of money, but no control.”

SA chose a “classical” (English)
monetary framework rather than
the “cash” (American) system. But
the latter would have been more ap-
propriate for a policy designed
around controlling the money
supply.

In the American system, the mon-
etary authorities exercise control
over the amount of cash reserves at
the banks” disposal. The higher the
banks’ cash reserves, the greater
their ability to extend credit. The US

610
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ceniral bank controls the level of
cash reserves by buying and selling
securities into the money market —
known as “open market operations”
— often setting a target for the
reserves.

The level of interest rates comes
about as a result of the desired
amount of cash in the banking sys-
tem. It is obvious that in such a
framework, setting targets for the
money supply is the logical course of
action while allowing interest rates
to come about as a result of those
targets.

However, in SA’s “classical” sys-
tem, the Reserve Bank’s policy
hinges on banks being short of cash.
The Bank releases a “money market
shortage” every day — the amount of
cash the banks were forced to bor-

row from the central bank. Why does -

the Reserve Bank encourage the
existence of a market shortage? Why
does it accommodate the shortage
every day by providing the banks
with the cash they need?

By providing banks with eash at
an interest rate (Bank rate and other
rediscount rates), the Bank influ-

B TR B

ences the gemeral level of interest
rates. The amount of credit they ex-
tend and the cash that they need will
come about as a result of the level of
interest rates. Within such a frame-
work, money supply growth is deter-
mined by interest rates — and not
the other way around.

The Reserve Bank’s confrol over
money supply is indirect. It works
via the interest rate and “moral sua-
sion” (pressure on banks to restrain

- credit extension). -

Why, then, does the Reserve Bank
insist on targeting money supply
growth, especially considering proh-
lems in interpreting the figures?
These problems include discrepan-
cies between credit growth and mon-
ey supply growth, the behaviour of
velocity of circulation and banks’
off-balance sheet activities. Add to
that the fact that Stals himself ac-
knowledges “the decline in the rate
of growth in the money supply had
but a small effect on the rate of infla-
tion in 19907, and the relevance of
money supply targeting becomes
questionable.

The De Kock Commission found
the public was more ready to accept
the need to avoid excessive money
creation than the need for interest
rates to rise in certain circum-
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stances. The link between money and
inflation is firmly fixed in people’s
minds. Stals’s need to focus on the
money supply probably has less to do
with economics than with politics.
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REDISTRIBUTION remains the bug-
year's Budget, says
‘economist Elmien de Kock in the lat-
ést Syfrets quarterly newsletter,

. Money Matters.

She says government will have to
address the problem of where the
money will come from, when the ef-
fects will be felt, and the overall im-
plications of redistribution for the
economy.

Ex GoVernment has aiready identified
" where the money should be spent: on
"~ education, housing and health.

But, De Kock adds, it is clear gov-

'\ ernment is hamstrung by revenue

limitations.

Those constraints will be lifted
only when significantly higher levels
of economic growth are achieved, ef-
fectively broadening the tax base.

SA is indisputably a highly taxed
society and this acts as a break on
any sort of growth potential, she says.

The problem of when the redistri-
bution stimulus will take place lies
with the inadequaciés of SA’s politi-
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cal and administrative system, Ex-

penditure on housing will have an
immedlate impact, giving a substan-
tial kick-start to the economy, but
this boost will materialise, probably,
only in 1992,

If it is done effectively, she says, it

will significantly improve current
forecasts nf pedestrlan grnwth next
year, -
But it is unllkel that substantlal
additional amuunts will be allocated
to housing until existing funds are
unbundled and effectively chan-
nelled, De Kock helieves.

The effects of expenditure on im-
proved education will be of a long-
term nature and expenditure on
health care will indirectly uplift eco-
nomic growth,

Government’s declaration that it
will change spending priorities to-
wards social needs is commendable,
De Kock says. But this will not bring
about-an automatic change in real SA
growth patterns.




Strategic stockpiles: valye

"24. Mr K M ANDR
Trade and Industry a

nd Tourism:
What is the Uro‘
stockpiles current vaiue of the Bic

the State? (a) owned and/or (b) financed by

314 B472E

The MINISTER OFf TRADE AND INDUS

TRY AND TOURISM:

ective of the stockpiling
EIC commodities for general

by the Department of Trade

San};ﬂ;ﬁ:gﬂa at a time of increasing threats of
sehenons an I?ﬂycutts against the RSA. The
o nmpns:;:d lthe huild-up of stocks of

1al strategic imported commodities to

act as a buffer .
threats > Should effect be given to such

HOUSE OF ASSEMBLY

EW asked the Minister of

459 TUESDAY, 1%

As a result of changed circumstances regard-
ing the capabilities of the RSA, the Govern-
ment decided during 1988 that the continued

L‘? existence of the scheme was no longer justifi-

)

able and

\?EJ" t it should therefore be phased
SHON®D

Stockpiling is undertaken in terms of the
National Supplies and Procurement Act, No
89 of 1970. The scheme is financed by the
National Supplies Procurement Fund (NSPF).
The NSPF was established in terms of section
12 of the Act and its annual statements are
incorporated into the Auditor-General’s an-
nual report which is tabled in Parliament. The
official banking account of the NSPF is kept
with the SA Reserve Bank while surplus funds
are invested with the Corporation for Public
Deposits. Strategic stocks are heid by the
private sector. Certain strategic commodities
with a relatively long shelf life and, conse-
quently a low risk of obsolescence are stock-
piled as Government stocks. These stocks
represent approximately 16% of the stockpil-
ing scheme and belong to the Government.
The balance, 84% of the stocks, is financed by
means of interest-free loans by the NSPF and
is the property of the respective stockpilers.

As regards the phasing out of the scheme, it is
a process which cannot be finalized overnight.
The agreements with the stockpilers con-
cerned provide that if the Government should
decide to phase out the scheme, the interest-
free loans will be repaid in accordance with the
usage or running down of these reserve stocks.
The same arrangement applies to the liquida-
tion of Government stocks.

The major portion of the original investment
in the scheme has been recovered to date. It is
expected that the scheme will be phased out
towards the end of 1993.

Any funds which are in the NSPF from time to
time, and which, in my opinion, are surplus to
the requirements of the fund, are paid into the
State Revenue Fund.

The NSPF is a general fund and should not be
confused with funds of the SA Defence Force
or the Central Energy Fund.

HOUSE OF ASSEMBLY
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DEATH MARCH: Armed hostel dwellers on the move in Alexandra this week

Bidto e

S

IN a bid to end the carnage in strife-
- townships on the Reef, senior
~here of the ANC's National
kxermtive Commitiee held urgent

=52 Order, Mr Adriaan Viok, and
s Minister of Defence, General
Magnus Malan, on Wednesday.

They secured an undertaking from the
twoministers that allegations of a “third

force” operating in these townships,
would be investigated.

Thetalks inCape Townfollow a bloody
week of violence in townships on the
Witwatersrand and Natal during which
about 80 people died and hundreds were
injured,

Most of the deaths in the Transvaal
~~cuired at Alexandra township near
Sandton. In Natal, 22 people have been
reported killed in fighting between

- 20130 .
Inkatha and ANC supporters in the rural
areas near Port Shepstone,

The meeting was attended by the
ANC's general-secretary, Mr Alfred
Nzo, NEC member Mr Joe Slove and
ANC Internal Leadership Core mem-
ber, Mr Walter Sisulu.

Sisulu said the ANC delegation had
stressed at the meeting that the hostel
system aggravated the situation.

They told the ministers that the ANC
wanted a decision on the “primitive™
hostel system and wanted it phased out
and replaced with “civilised family
units™.

They were told at the meeting that “a
Minister” had been appointed to inves-
tigate the system.

Thedelegation also raised the problem
the ANC had with people moving freely
in townships with dangerous weapons
and not being disarmed,

PIC: FANIE JASON

hd township carnage=

“Minister Viok undertook te go inlo
the question and have further discus-
S10N5 on 1t at a later stage.™

To illustrate their belief that a *third
force™ was operating in the townships,
the ANC delegation brought a letter
which had been posted to ANC sympa-
thisers, ostensibly from Inkatha.

The letter, which states it is from the
“Zocloes™” and ends “"Long live Inkathas™

threatens to kill people who are working
for the ANC,

"We can see from the spelling that the
letter is not from Inkatha,”™ Sisulu said.

*We have asked for a thorough inves-
tigation 1o discover the source of the
letter.”

A spokesperson for the Ministry of
Law and Order said the letter would be
investigated.

@ Bloody blow to peace — Page 5

BILLIONS in additional
funds could be made avail-
able in the national budget
this year if the government

puts its money gre its
mouth 1s. W4
By slashing déf€nce and

apartheid spending and intro-
ducing other economic meas-
ures, an additional R12,4bn
would become availableto alle-
viate some of the critical social
problems facing South Africa,

| argue economists who have

tidentified how the billions could

be spent.'go.uﬂ. lt.g,l?,-' 2e{ 3]

In a special focus in SOUTH,
economic experts examine the pri-
orities of a budget for a post-apart-
heid South Africa — priorilies

which they argue Mimster of Fi-

||"

Budget for a new
South Africa

See Pages 9, 10, 23

nance Barend du Plessiscanstart to
address when he announces the
budget next week.

Professor Lieb Loots, head of the
University of the Western Cape's eco-
nomics department, said Du Plessis
“must reflect 1o a greater extent the
needs and aspirations of the people”,

The budget should have a clear redis-
tribution and growth orientation, said
Loots, who identilied housing, job
creation, primary health, land reform
and rural and urban development as
priorities for 1991,

Indications are that social develop-
ment programnmes are on the cards, but
Du Plessts is not expected to come up
with the billions needed to bring about
parity in pensions.

Economists forecast that the strong
features of the budget will be an in-
crease in law and order expenditure, a
drop in personal income and company
tax and incentives for exporls.

Wishing all our

Muslim readers well
over the fast.
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| economy " and- consti-
tution'are too. important to

be left to politicians alone, |

| says' SA ambassador-desig-.
\nate’ in ‘Washington Harry.
Schwarz in the latest Sy-
frets quartetly- newsletter,,
Money Mafters.

During constituticnal ne--
gotiations, economic issues
will have to be dealt with in
a-way  which will prevent
any I new, guvernment 1gnur-
ing” ‘agreeiments and 8T
\rangements to meetithe un-.
freahstm expectatmns ‘of
the masses, 5ays. Schwarz.

Sub]ected to greater |
fi}ressures than’ those in
power Now, New pnhtm:ans
could plunge-SA into an era
of- hyper-mﬂatmn with di--
sastrnus cnnsequenc&s fur

ercuuntry R
Busmess,has ‘t0. engage
pohtmal and: trade union
lﬂﬂdEI'Shlp in dlalugue
about; tfie nature of future
uhtmal and ecunnmw
Jstructunes he! says. L
Demands to, 1mpuse and
quahse suma] services‘are
made’ simu‘itaneuusly with

ressure%* nclud1n g

b

threats’%* of 1‘nstab111ty
ass actmn — t
| malntal sanctmns X 'I
PEUplE cannut ask fur
ecnnnmlc beneﬂts while |
destruymg them he:says.

f Schw 7 says pnlltlmaus |
are, already ‘ereating prob-
lemsi "ﬁﬁ:ureasunably fan-
ning.e pectatmns fur thmra
own, 0 Jectwes -

-.
-
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the 1995 Budget appear

to be piled higher than
ever. The score card that will
record how many solutions
emerge on Budget Day on
March 20, and how many stay
unresolved, may be the most
decisive factor yet in the out-
look for the post-apartheld era.

Nerves have rarely been so
stretched before a_ Budget
speech as Finance Minister
Barend du Plessis prepares to
spell out economic stralegles
over the next 12 montbs.

As always, advice has
flowed.

Comes the crunch, however,
and few economists envy him
the task of juggling with the na-
tional accounts — especially
when the performance has to
be Enmuﬁﬂmu while walking a
tightrope across perhaps the
most dangerous chasm to have
challenged a Minister of Fi-
nance in decades.

On one side there is a preci-
pice of recession that need
to be tackled by the most skil-
ful monetary mountaineers.

On the opposite slope there
are the equally daunting de-
mands to find solutions to the
high expectations of the bulk of
the population, now that re-
forms have spread the promise
of black/white equality.

One moment of loss of bal-
ance on the tightrope and the

HE eonundrums that
_ — _=mmn to be confronted in

Barend du Plessls ... danger
lles in & feast of promises that
tumn out to be mirages.

The balancing pole has to
carry the full weight of black
aspirations on one end and the
counter-weight of economice
realities and affordability on

Minister of Finance will pot be  the other.
- alone in facing disaster, Both are erucial and must
. 1
— e ———_—_—

move intandem.

The mix of the Budget for-
muia has to ensure both are
glven equal priortty if the econ-
omty is to stay on the rails.

Action to counter the reces-
sion and generate a faster eco-
nomic tempo 1s vital.

Business confidence about
the economic outlook is at its
lowest ebb since the poose on
apartheid tighteped with the in-
terpational sanctions that iso-
lated South Africa in 1986.

In turn, even the most mili
tant of ANC gospellers have
conceded that the pace and ex-
tent of black advancement de-
pends in the long run on eco-
nomic performance.

The SA Chamber of Business
has estimated that the cost of
bringing about equality in basic
living standards — housing,
medicine, education — may
cost between R8O million and
R79 billien.

If attempted at one stroke, it
wouid prove far beyond reach.
Much better. the chamber

argues, would be acceptance of

reality and the start, 1n the 1951
Budget, of a longer-term pro-

The Star Thursday March 14 1991 17

The Minister of Finance faces the difficult task of
baiancing a Budget that acknowledges the high asplra-
tions of the majority of the people, but remalns within

the bounds of affordability and credibility.
MICHAEL CHESTER reports on the problem.

gramme that sets out a viable
timetable within the parame-
ters of affordability.

The challenge is winning ap-
proval for a timetable that not
only makes economic sense but
would win popular confidence
about the final attainment of
black/white equality

The most dangerous strate
could be promises that would
soon be found to he mirages.

The plausibility of new eco-
nomic strategies will be essen-
tial, not only for home con-
sumption but also for the speed
of South Africa’s rehabilitation
in the internationatl arena.

Saeob director-general Ray-
mond Parsons laid out the facts
recently when he spoke about
the prospects for new inflows
of overseas Investments to en-
courage the reform process.

The World Bank, he said, was
one of several international in-
stitutions that might consider
substantial lean programmes
-— but only once convinced that
South Africa had feund tkhe cor-
rect formula for sound new ec-
onomie strategies,

Ideally, argues Sacob, overall
strategy should be framed in-
side a “social contract” on
which all sides agree — even
if it takes as long as 10 years to
complete.

QOther economists such as Pr
Azar Jammine, head of the
Econometrix research unit,
who prefers to keep party poli-
tles at arm’s length whenever
possible, agrees that the best
answer to mgh and sometimes
excessive black expectations is
winning confidence in soclo-ec-
onomic programimes seen to be

based on solid foundations.

Dr Jammine, too, feels that
the politicians — on all sides —
must give high priority to
alerting impatient low-income
black families to the economic
realities of affordability when
they ask how soon their prob-
lems will all be solved.

His own calculations suggest
that the overall cost of reform
schemes to bring about black/
white equality may run as high
as R30billion a year — each
year over the next decade.

That underscores more heav-
ly the need for initiatives to
bring about a quickening of the
economic tempo.

Here, too, Econometrix
agrees with Sacob that lower
taxation must be a crucial m-
gredient in the 1991 Budget, not
only as an incentive to more ec-
onomic aetivity but also to
make South Africa more at-
tractive to overseas investors.

Dr Jammine helieves the
Minister of Finance would
make a fatal error if he whines
about the imposstbility of size-
able tax cuts when there are so
many extra bills to meet.

Raymond Parsons . . . strategy
must fall within a ‘socltal con-

tract' agreed oh by all sides.

The correct new mix in eco-
pomic strategies, bringing an
end to unrest, wounld make
South Africa more attractive to
Investors.

The whole region would also
hecome more attractive to
overseas holidaymakers and

give more meaning to ambi-’
tiens to boost tourism income:
to as much as R20 billicn a,
year. ;

In a nutshell, without a bet-:
ter deal on taxation, the econ-,
omy will lapguish at best.

ithout a faster economic,
growth rate, the slower will be:
the pace of democratic reform..
Without real signals of progress
towards black advancement,
more social unrest will throw:
more spanners i the works,

On the other side of the coin,,
a more dypamic economy
should inspire more confidence
in the entire reform process,’
which, in turn, would replace:
unrest with social harmony.

That, Dr Jammine points out,
would not only mean that the
colossal expense of defence
bedgets could be cut by several
billion rands.

The savings would multiply.
as South Africa ditched its cost-,
ly tricameral system and
cleared the decks for deep cuts
in the size and expense of a bu-:
reaucracy that has long been.
the bane of economists.

“Walking the tightrope on
mﬂnmm_“ Day could turn out to be;
walking the plank ... if the:
Minister of Finance hesitates
and makes the wrong moves,”
says Lr Jammine, .

‘I he crosses the chasm with
success, he could go on to set
the barometer for the socio-ec-
onomic climate m South Africa
well beyond the next 12 months.,
It could set the scene for the
whole decade ahead.” O
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XPENDITURE patterns in
the Budget in the past
few decades clearly
reflected the apartheid
basis on which our po-
litical, social

and economic life has been
built. We have seen apartheid
bureaucracies, high defence
expenditure and ideological
expenditures in attempts to
make apartheid work.

Asaresult, there is a widespread
view thatmuchexpenditure could
be saved by abolishing apartheid.

Unfortunately, the scope for this is
not as large as many people believe.
Overall defence and ideological ex-
penditures, although high, are rela-
tively small when compared to the
needs of the population in terms of
social programmes.

Committed

Defence expenditure, corrently at about
four percent of the value of Gross Do-
mestic Product (GDP), can perhaps be
cut by half, or perhaps even more if it is

done immediately upon the transfer of
power and if a future government is

strongly committed to reducing our mih-
tary role.

This 1s a major potential saving. yet far
smaller than the present 11 percent of
GDP spent on social programmes.

The cost of duplication in the bureauc-
racy is less than one percent of GDP, and

the most expenstve ideological expendi-
tures — incentives paid to industrialists

to decentralise — are only about 0,3
percent of GDP.

Together, potential savings related to
apartheid are thus probably less than three
percent of GDP, which in this year’s
Budget would be about R8-billion.

If these estimates are of the correct
magnitude, it implies that the financial
costs of apartheid and the defence spend-
ing that it gave rise to are large, yet far
from adequate to set enough resources
free for the required increases in social
spending.

But that does not mean that there is little
scope for redirecting the Budget away
from apartheid.

Apartheid’s costs in terms of direct

apartheid expenditures were not as great
as is often thought, but a far worse conse-

quence of apartheid was that it bred large-
scale inequality and misdirection of ex-
penditure within social expenditure pro-
gramimes.

Therelies aconsiderable scope for redi-
recting expenditure resources,

In various workshops, a pattern of views
has started to emerge on the question of
redistribution through the Budget. The
emerging consensus can briefly summa-
rise as follows:

@® There 1s some, thoughrelatively lim-

_____SOUTH, MARCH 14 TO MARCH 20,1991

UDGET

FOR A POST-APARTHEID SOUTH AFRICA

SOUTH, MAR 14 TO 20

Redirecting the South African Budget away from apartheid entails
much more than simply cutting defence expenditure, argues
SERVAAS VAN DEN BERG. A week before the Minister of
Finance, Mr Barend du Plessis, announces his annual Budget, a
panel of economists deal with the priorities and challenges in

drawing up a Budget for a post-apartheid South Africa:

ited, scope for increased faxes.

® There is some, though limited, scope
for reducing ideological expendrture.

® There is some, though limited, addi-
tional scope for shifting budgetary re-
sources from other expenditure to social
expenditure.

Thus, the greatest scope and also the
greatest challenge lies in reallocating re-
sources between and within social pro-
grammes. Even without any additional
resources for social expenditure, the con-
sequencesof reallocating resources within
social programines are great.

If, in 1986, social expenditure on health,
social pensions and education were allo-
cated without discrimmation, the while
share 1n these expenditures would have
been R2,8bn less, equivalent io two per-
cent of GDP. Today, after taking account
of inflation, that amount would be con-
siderably more.

Protests

Within the business community, strong
protests have been raised against the
spectre of redistribution. Yet ofiten, the
very people who complaimn about the
prospect of redistribution profess they
are against all forms of discrimination.

Such people evidently do not realise
that the elimination of discrimination 1s

in its own right a redistributional meas-
ure of great magnitude, given the high
level of existing mequalities.

One cannot be for the elimmation of
discrimination and against redistribution

through the Budget. If somewhat more
resources could become available to ad-
dress social need — through somewhal

higher taxes or borrowing, perhaps, or
through reduced defence and 1deological
spending — there would be even more
scope for redistnbutive programmes
through the budgetary process.

This would still be far from adequate to
expand the expensive white education
system to ensure sumilar levels of ex-
penditure per pupil for all. It would be far
more realistic to accept that spending on
white pupils would have to drop consid-
erably.

This implies that we would have to
reconsider our educational system to re-
structure it in such a way as to provide
tess expensive yet high quality education
to all.

Where would potential additional so-
cial expenditures make the greatest im-
pact?

Inaprevious budgetary exercise, I have
argued that additional spending should
go where 1t 1s moslt likely to have an
immediate impact on people’s percep-
tion’s of socal justice.

For mstance, although education re-
quires by far the most additional finan-
cial and other resources, results can be
achieved m education only over a longer
pericd.

In a period of political transition m
which we have to contend with high
expectations, more immediate results are

The Cape Town Chamber of Commerce

community in the area.”

"Our Mission is to promote an environment in which business will prosper to the
benefit of all who live and work in Cape Town; to provide business services of

excellent quality and real value; and to represent effectively the views of the business
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-Slash money
for war machine

HE DEFENCE Budget
needs to be slashed
dramatically and
Money spenton guns
used for the coun-
try’s development
needs. Last year, Mr John
Nkadimeng, a member of the
ANC’s national executive
committee, opened a confer-
ence on “The Future of De-
fence and Security in South
Africa” by saying: “The ulti-
mate objective of our society
should not be to build more
barracks but more schools and
hospitals.

“It should not be to manufacture
more AKsandR 1s but more tennis
racquets and golf clubs. Not more
tanks and Hippos but more trac-
tors and harvesters,”

Nkadimeng’s vision of a saner and
healthier society demands that much
of the taxpayer’s money currently
allocated to the military would instead
be spent on peaceful activity and on
meeting the basic needs of the peo-
ple.

Ernormous

Anenormous sumofmoneyis involved.
In 1988/9 the official Defence Budget

was R8 000, roughly 15 percentof total
state expenditure. In comparison, the
Namibian defence budgetin the first year

of independence was only four percent of
government spending.

Actual military expenditure in South
Afnica 15 considerably higher than the

official figures indicate.

The Defence Budget does not include
expenditure on the homeland armies, the
housing of SADF personnel and the con-
struction of military bases. Nor does 1t
reflect the Special Defence Account or
revenues from Armscor.

The Defence Budget also ignores the
economic costs of the system of military
conscription. Every year, thousands of
white artisans and professionals are taken
outof their jobs to serve in the army. This
has an impact on productivity and means
major disruption in the workplace.

Conscription has been one of the main

Do you know that 95 % of this country’s people do not
plan for the future, and retire totally destitute.
Let me assist you free of charge. Please complete and
sign the memo, mail it to me personally and I shall
ensure that we will prepare a professional analysis of

your insurance and investment portfolio.

- ———————— _—

South Afri
there is

rica needs a saner and healthier society where
more money for schools and hospita
for rifles and barracks. LAURIE NATHAN

S, and less
ooks at the

enormous sums of money spent on the country's deadly

war machinery.
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PICNIC PARADE Members of the SADF and thelrfamlhes enjoy
a picnic on the banks of the Cunene River in northern Ovambola

reasons for the “brain drain’’'— the an-
nual exodus of South African lawyers,
doctors, engineers and business people
who decide to live overseas. The costs of
the “braindrain” wereestimated atR 1 1m
a year 1n the mid-1980s,

The SADF claims that defence spend-
ing has rematned constant over the years
if one takes inflation into account. How-

An Invitation from

FEZ MAHLATI

o

ever, the Stockholm Institute for Strate-
gic Studies estimates that between 1975
and 1933, military spending in South
Africa increased 12 percent over and
above the inflation rate.

This dramatic increase had nothing to
do with protecting South Africa against
an external aggressor and everything to
do with defending the policies of apart-
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heid.
The government in the past 20 years has

spent billions maintaining its occupation |

of Namibia, destabilising the Frontline
States and deploying its forces against its
own people,

In the middle of Pretoria’s war against

Angola, the Mimster of Defence admit- |

ted that more than R1m was being spent
everyday on arms and ammunition alone.,

At the same time, the majority of South

Africans were struggling to made ends
meet and were deprived of the most basic
social services.
This great injustice and inequality will
have to be addressed as a matter of ur-
gency i a democratic South Africa. The
new government will have to reassess
priorities and divert money away from
the muilitary to areas like education,
housing, health, and other services.

Violence

This should not be difficult. A demo-
cratic South Africa might have a rela-
tively high level of internal violence but
it 18 unlikely the country would be con-
fronted by exiernal enemies.

When the system of apartheid and mi-
nonty rule is finally gone, the major
threat to peace in Southern Africa will
disappear.

All countries in the region would be
able to substantially reduce the size of
thewr armies and military budgets.

The SADF could be cut by at least half
and the system of conscription scrapped.
There would no longer be a need to

continually upgrade weapons systems and
11 15 unlikely that a sophisticated airforce

and navy would be necessary.

SADF experts argue against such dras-
tic changes. They believe every country
needs a large and well-equipped defence
force to combat posssible threats to secu-

nity, even if these threats are remote and
not tmmediately apparent.

Yet the real threat to the security of the
people of South Africa and Southern

Afrca is social and economic depriva- |

tion.
If we are concerned about preventing

violence, we need to tackle issues like
unemployment and poverty.,

The road to lasting peace in the subcon-
tinent lies in the creation of democratic
political institutions and the elimination
of poverty, disease and homelessness.

(Laurie Nathan is coordinator of the
Project on Peace and Security, at the

Centre for Intergroup Studies at UCT ) i

necessary. To my mind, there is a need
forenhanced spending onhousing, which
provides almost immediate benefits to
hew occupants as well as work for a large
number of people.

Similarly, 1f one wants to reach the
poor, social pensions seem to provide a
good system, for there already is a deliv-
-ery system in place. Parity in social pen-
s1ons can be introduced almost immedi-
ately without any increased administra-
tive burden.

In education, on the other hand, the
capacity of the system to be expanded 1s
severely constrained. Undoubtedly,
greater expenditure on education is also
required, but i1t will take longer to bear
fruit. More teachers are required, more
schools need to be built, the administra-
tive system needs to be improved, cur-
ricula and teaching methods need atten-
tion.

In the circumstances, it appears wisest
to start restructuring the educational sys-
tem, to eliminate racial disparities in re-
source allocation before contemplating
considerably increased expenditures. All
of this requires careful planning — and
hime.

In the pohitical transition we have now
entered, clanty 1s required on the eco-
nomic and social priorities of our nation.
In the end, these are political decisions,
but 1f the political process ignores the
crucial questions that need to be ad-
dressed, these decisions are going to be
made by default.

For instance, financial constraints may
make 1t unpossible to address all the
urgent needs, and therefore only those
that can be most easily tackled within the
existing structures may thenreceive funds.

This would indeed be an opportunity
lost for reinvestigating our priorities. If
resources are limited and the demands of
our society are great, the challenge lies in
accommodating expectations within the
bounds set by limited resources.

This requires remvestigation of the
available scope for manoceuvre, The
present government 1s likely to use the
Budget to start redressing some of the
wrongs of the past, but the crucial reallo-
cation of resources away from white
privilege will remain beyond their politi-
cal will. Democratisation is essential to
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