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New SA planners

HE South African Left, and
perhaps particularly the ANC,
should take careful note of the
fate of Aliende’s Chile in the 1970s.
The Marxist government of Sal-
vador Allende - the only such
government to come to power in
the West through the ballot box —
aimed to redress Chile’s economic
balance and relieve the distress of
its poor through a radical redistri-
bution of wealth.

Its objective, like that of the
ANC’s “progressive economists,”
was to implement a programme
of ‘‘redistribution through
growth.” To that end, Allende pur-
sued “expansionary wage, fiscal
and monetary policies favouring
the poor”., But, instead of a socia-
list millennium, Chile buckled
under hyper-inflation at the rate
of 600 percent per annum, trans-
port and infrastructural bottle-
necks, dwindling foreign reserves
and a sharp decline in real wages.

The result was economic chaos,

a right-wing coup and the long

. dark night of military dietatorship
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under Augusto Pinochet.

These points are made by Nicoli

Nattrass in her short but cogently
argued book, in which she consid-
ers South Africa’s options in the
crucial years of transformation
from white to non-racial rule.

Dr Nattrass, a senior lecturer in
economics at the University of
Cape Town, counsels South Afri-
cans to move cautiously and so-
berly into the future. Plan for aus-
terity, not a consumption boom,
she advises.

“Careful research needs to be
done before sweeping changes are
applied,” she writes. “Economic
dynamics may resuit in progres-
sive sounding policies having un-
intended and destructive conse-
quences for those very groups
they set out to benefit. There are
no simple rules.” Dr Nattrass rec-
ommends a “policy of co-ordinat-
ed wage restraint”, one which de-
rives from negotiated agreement
between labour and capital. She
cites with approval the recent
gold performance agreement be-
tween the National Union of
Miners and four mining corpora-
tions involving 17 gold mines.

But, she adds, there are two
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Profit and Wages: The South African Economic
Challenge by Nicoli Nattrass
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Reviewed by PATRICK LAURENCE

corollaries to voluntary wage re-
straint: capital must accept la-
bour as a partner in production,
not simply a cost of it, and the
state must pay higher “socizl
wages” in the form of better —
and more equitable — social ser-
vices, including health and educa-
tion.

The abolition of apartheid will
have “a surprisingly smail impact
on the fiscal resources available
to a future democratic govern-
ment,” she says.

Even if reduced defence spend-
ing is included in the calculation,
a mere eight to nine million rand
— “a paltry sum compared to the
scale of legitimate demands” —
will be available.

Dr Natirass says: “South Afri-
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ca’s company tax rate is amongst
the highest in the world. Raising it
much higher will probably dis-
courage foreign investment.” On
personal, as distinct from com-
pany tax, she notes: “... the tax
burden on households more than
doubled between the earily 1960s
and the late 1980.” The conse-
quence was a collapse in personal
savings and slow growth In rea
consumer spending. ,

Any attempt to raise either
company Or personal tax signifi-
cantly would almost certainly
lead to tax avoidance by the big
corporations and the big money-
earners and to middle-income sal-
ary earners carrying an even big-
ger tax burden.

On the issue of state expendi-

ture — as distinet from state rev-
enue — Dr Nattrass says: “It i3
now accepted that racially dis-
criminatory practices within state
spending must end.” But racial
equalisation at current white
levels of expenditure on educa-
tion, welfare, health and housing
is “totally unfeasible,” as it would
mean increasing state expendi-
ture from 10 percent of the gross
domestic product to 30 percent.

Instead of attempting to spend
the same amount on all South
Africans as is presently spent on
whites, a re-orientation is neces-
sary to eliminate racial and re-
gional norms, a process which will
necessarily mean less spending on
relatively rich whites and more on
their relatively poor hlacks.

“It has been estimated that
South Africa’s entire population
could be provided with primary
health care services at a current
cost of less than one-tenth of the
amount presently being spent on
state health,” Dr Nattrass writes.

She adds: “,.. there is tremen-
dous scope for redirecting re-
sources from expensive capital-in-
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tensive urban healthcare towars
widely spread basic services for
everybody.” A similar “radical re-
crientation” is required in edus
cation, possibly by subsidising
schools in poor rural areas whiie
requiring schools in wealthy
urhan areas to pay fees. we

Dr Nattrass favours a statés
sponsored *‘special employment
programme” to provide emplog
ment for the unemployed and the
under-employed and to avoid:a
situation where unionised blavk
workers benefit at the expense~of
the “truly bereft”. She warass
however, that there are not limif-
less resources and that “hard
choices” will have to be made. She.
adds another cautionary note: {oo
rtnuch faith is being placed by paok
blacks on the state’s ability to rg;
distribuie wealth in their diree-
tion. TITR

Dr Nattrass’s monograph is an
important layman’s guide to .the
economic realities which facg.
South Africa. She simplifies the
issues without patronising the.
reader and provides several gx-
tremely useful tables. O .
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' Economists call new investment code’

THE ANC intends protecting property
rights and says if any land is muwunrum_wﬂmn
by the state, “just” compensatjon will have
to be paid. Mwﬁh:% _v—r Mﬁ&w\ .

This was one of the key stances adopted
at the ANC’s policy conference which end-
ed in Johannesburg yesterday.

The ANC also rejected special treat-
ment for foreign investors, saying such
investors might also be blocked from in-
vesting in strategic areas and have limits
placed on their local borrowing facilities.

The proposed investment code ran into
immediate opposition from several econo-
mists and business leaders. One deseribed
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it as a “kiss of death”.’ JSEEREeE
The conference. formallyadopted

a gen-
eral economic policy which opted for the
principle of “national treatment” of
foreign investors.

In terms of the principle, foreign inves-
tors would be treated the same as domestic
investors, except for certain exceptions.

The property rights policy was accepted
despite some ANC regions proposing that
nationalisation of land and companies
should should take place without
compensation. |

The adopted policy document states that

e kiss of death’ for SA
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lishing a balance between the public inter-
est and the interest of those affected.
This will not be based solely on the
market value of the property, but there
will be recourse to a special independent
tribunal with an appeal to the courts.
ANC representatives endorsed the “bal-
ance of evidence” approach to determine
when there should be nationalisation and
accepted that nationalised companies
would be compensated at a just rate, '

economy”’ which would foster a new and
constructive relationship between the
state, the trade union movement, the pri-
vate sector and the market.

The ANC has pledged to introduce anti-
monopoly and anti-trust policies “to curb
the continued domination of the economy
by a minority within the white minority
and promote greater efficiency in the pri-
vate sector”.

A progressive tax system was endorsed,
and the ANC pledged to end indirect tax-
ation on basic foodstuffs, health care and
basic household services.

“just” compensation will consist of estab- Also endorsed was the concept of “mixed | Financial institutions were particularly
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targeted, with the ANC pledging to ensure
that they channelled resources into pro-
ductive investment and ended discrimina-
tion in lending against blacks, women and
the informal-sector or small-scale produc-
ers.

A new mining strategy which would in-
volve the introduction of a new system of
taxation, financing, mineral rights and
‘easing was also adopted.

The ANC said it would adopt and imple-
ment International Labour Organisation
conventions,

Yesterday economists attacked the pro-
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A posed conditions for foreign investment as

hr

“a Kiss of death” and said they were “going
in the wrong direction”.

Nedcor chief economist Edward Os-
borne said ithe requirements wonld restrict
foreign investment which should be com-
pletely unhindered.

“Foreign investment is being made to
jump through too many hoops. What (the
ANC) is saying is that the whole invest-
ment should be overseen by an investment
committee such as has been seen in Zim-
babwe, which resulted in bureaucratic
stalling and all sorts of problems,” he said.

Sacob chief economist Ben van Rens-
burg said the policy showed a gross
unawareness of the forces “which today
drive decisions to invest offshore”.

Van Rensburg added: “These forces are:
potentizal returns on investment, certainty

ment, a proven history of macro-economic
policies aimed at preserving the value-of
the currency and the ability of governmept
to follow economic policies which foster
sustained economic growth. "
“On top of these the developing coun-
tries of the world are also expected to offer
attractive incentive packages and invester
guarantees, "
“Curbs of any nature obviously do not it
into such policy packages.” .
“Competition for foreign capital ]
fierce today and SA is starved for foreign
capital and imported technology,” sdid
Van Bensburg. . ]
“The ANC'’s policy has to be seen as a
step in the wrong direction,. It will serve to_
weaken, rather than strengthen, ﬁw.m

interest of foreign investors in SA.” ]
-~
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lishing a balance between tlie publi¢ inter-
est and the interest of those affected.’
This will not. be based solely .on nﬁ
market value of the. .property, but there
will be recourse to a special independent
tribunal with anappeal to the courts.
ANC representatives endorsed the “bal-
ance of eévidénce” approach:to .determine
when there should be nationalisation and

. accepted that ‘nationalised naEumEmm

would be compensated at a just.rate.’
Also endorsed was the concept of :H_an
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posed conditions for foreign investment as
! “a kiss of death” and said they were “going
in the wrong direction”.

Nedcor chief economist Edward Os-
borne said the requirements would restrict
foreign investment which shouid be com-
{ pletely unhindered.

“Foreign invesiment is being made to
jump through too many hoops. What (the
ANC) is saying is that the whole invest-
ment should be overseen by an investment
committee such as has been seen in Zim-
babwe, which resuited in bureaucratic
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.. vate sector and the market.

The ANC has-pledged to introduce anti-
monopoly and-anti-trust policies “to curb
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by a minority within the white minority
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vate sector”.- .
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H mﬂm economic environ-

ment, a proven Em_ﬁaw of macro-economic
" policies aimed at preserving the value-of
the currency and the ability of government
to follow economic policies which foster
sustained economic growth.
“On top of these the developing coun-
tries of the world are also expected to offer
attractive incentive packages and Eqmmﬁ_.
guarantees.
*Curbs of any nature obviously do not m:
into such policy packages.” .
“Competition for foreign capital .Hm

"

| stalling and all sorts of problems,” he said.
Sacob chief economist Ben van Rens-
burg said the policy showed a gross
unawareness of the forces “which today
drive decisions to invest offshore”.
Van Rensburg added: “These forces are:
potential returns on investment, certainty

fierce today and SA is starved for mnwm_m_._
capital and imported technology,” sl
Van Hensburg.

“The ANC’s policy has to be seen as a
step in the wrong direction. It will serve to
weaken, rather than strengthen, the
interest of foreign investors in SA”>
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PRETORIA — Snuth Af—
riéa’s grnss dumestm
pruduct (GDP),von ‘an
.. annualised. baS1s Eréw:
by 8,2% ‘at’ ciirrent
prices in the first

quarter of the year.

Central - Statistical Ser-.
vices in Pretoria said
yesterday the prelimi-
nary. seasonally ad-
]usted estimates for
5 GDE.in:the: first quar-".-

a;'ter ‘had, increased by,

i B 2% tn "R317,387bn -

Hcﬂm ared with the last-

é uarter .of 1991~ while’

!

the tutal remuneratmn |

1 of- empluyees had m-*
'_l~ crgased by 8%, " e
} *L :-.:r {:'\lw‘ o
Cumpared mth& the first -
.guarter: af last year, :
the. GDP grﬂwtmra,te in
“rthé’ first ‘quarter has -
g slnwed dnwn cnnsmer- -
ﬂ abl The growth ‘rate -
nﬁ ~GDP: in-the first"
u,quarter of 1991 was set

}at 14% A

4

1t‘;r[n the fuurth quarter it
’} Was set at’ 13, 1% o—
& Sapa i "‘ ! e‘_IE ;.H a
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Govt clampdown on

CAPE TOWN = Government :in
duced tough new regulations yester-
day to combat the drug trade,
including the right to confiscate
property acquired through traffick-
ing.

The aim of the Drugs and Drug
Trafficking Bill, tabled in Parlia-
ment, is to bring SA’s drug laws into
line with the UN convention against
illicit traffic in narcotics and psycho-
tropic substances.

According to the Justice Depart-
ment memorandum, the Bill has
been introduced to counter the ex-
panding national and international
dimensions of drug trafficking.

Apart from the harsh confiscation
of property clause — which says all
property that dealers have acquired
through trafficking can be confiscat-
ed by the state — the Bill also in-
creases the state’s powers to combat
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drug trafficking by increasing the
number of drug-related crimes.

If the Bill is passed it Wl}.l become
P

a crime to: :

[ Manufacture or supply a sched-

uled substance, knowing or suspect-
ing that it is to be used in or for the
unlawful manufacture of a drug;

O] Acquire property knowing that it
is the proceeds of a defined crime;
and

] Convert property knowing it is the
proceeds of a defined erime.

The Bill makes it an obligation for
the owner, occupier or manager of
any place of entertainment to report
to the police if they believe any pet-
son on the premises is in possession
of or is dealing in drugs..

Failure to comply will become an
offence.

Likewise, provision is made (o

DP, CP slam bid to scrap

Part

_worth of information whichisinclud- WV PO0ESS TP e

Lo 21k
CAPE TOWN — The DP and CP yes-

~ terday strongly objected fo the pro-

posed abolition of the Part Appropri-

'~ ation Act — saying that the step

would undermine parliamentary con-

. trol of government expenditure.

It would also reduce the time spent
on debating vital financial, economic
and other topical issues, they said.

The Part Appropriation Act gov-
erns state expenditure on current
services from April 1 until about
June when the main Budget is imple-
mented.

In introducing the Part Appropri-
ation Acts Abolition Bill, State Ex-
penditure Minister Amie Venter said
its motivation was to streamline the
budgetary process by obtaining a
standing authorisation from Parlia-
ment for interim expenditure on the
basis of the previous year’s approved
budget.

A limit of 45% calculated on the
previous year’s parliamentary auth-
orisation for expenditure during the
first four months of the following
financial year was proposed and
thereafter 10% per month, calculated
on the previous year’s authorisations
of already approved services.

Venter said it appeared that expen-
diture in the first four months would
total about 35% of the previous year’s
total budget.

“The nature and limited analytical

orth of information which is includ-

propriatio Act
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S
ed in the part appropriation does not
provide a basis for any in-depth par-
liamentary debate over economic
policy and control of state expendi-
ture,” Venter said, adding it therefore
appeared to be a waste of time and
effort.

DP MP Ken Andrews said the pro-
posed abolition of the Part Appropri-
ation Act was another nail in the
coffin of parliamentary accountabil-
ity and demeocracy. At a time when
greater control over government
spending was required, a measure
was being proposed which would
leave government expenditure un-
checked for a long time.

The DP objected to.the magnitude
of spending which the bill made pos-
sible and said the legislation was per-
nicious and extremely dangerous.

“The government can spend 45% of
this year’s budget amount in the first
four months of next year — a spend-
ing increase of 12%. It can also spend
a further 10% per month thereafter
and we could end up with a situation
in which the government only sum-
mons Parliament in January or Feb-
ruary 1994, omitting the whole of

1993, having spent almost the total

permissable budget amount for that
financial year without having any
parliamentary approval at all,” DP
MP Douglas Gibson said.

g trade

ompel financial institutions to re-

. port to the police property purchases
~suspected of having a direct link to

crime.

% The central feature of the Bill is

the wide powers it gives the state to
confiscate from drug traffickers the
entire proceeds of their trafficking
retrospective to the passage of the
Bill.

The memorandum states that the
aim is to remove the incentive for
people to become involved in drug
trafficking by removing the pro-
ceeds and making the continued
practice unattractive.

The Bill also contains mechanisms
to improve co-operation with foreign
authorities in an endeavour to com-
bat drug trafficking.

The state will be able to confiscate
property in SA of drug traffickers
found guilty in foreign courts.
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CAPE'TOWN — In a further attempt
to crack down on weapons used in
crime and political violence, govern-
ment yesterday tabled a new Bill
increasing penalties for illegal pos-
session of semi-automatic guns and
rifles to a maximum of 25 years.

The Arms and Ammunition Acts
Amendment Bill excludes semni-auto-
matic guns and semi-automatic rifles
fromn the definition of “arms” and
these may only be possessed once a
special permit has been granted.

Law and Order Minister Hernus
Kriel proposes in the Bill that any
rifle capable of firing repeatedly
should be forbidden to civilians.

Police adviser Leon Kellerman
said that an existing ban on sub-
machineguns would be extended to
civilian models of the AK-47 and the
R1 and RS rifles. -

He said these weapons played the
greatest role in crime and political
violence in SA.

The penalty for owning a non-auto-
matic AK-47 would rise from a fine of
R12 000 to a prison sentence of be-
tween five and 25 years. The five-
year minimum would be introduced
as an amendment to the Bill next
week,

A police spokesman said 1,2-mil-
lion South Africans legally owned 3,3
million firearms, but declined to re-
lease details of how many Wwere
owned by whites and kow many by
blacks.
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.JOHANNESBURGZ"-—- A
combination of several
leading shares trading
ex-dividend and nega-
tive reaction to threats
of ANC mass aetion saw
the three major J SE-in-—
dices drift. easier: in:
quiet trade yesterday-
Dealers said the ANC
threats had seen most investors
adopting a wait and see attitude.
“They are not buying, but they
are not selling either,” one deal-

.1 073.
Dealers said that the fall In the

industrial and the overall indices
was exaggerated by several lead-
ing shares trading ex-dividend.

Petro-chemical group Sasol fell
90¢, or 1%, to R19,90 following
- weekend statements by the ANC
that 1t unrld investigate appro-
‘priate regulatory framework and
operation plans for major energy
enterprises.

gA Breweries which was trad-
ing ex-dividend of 97¢ fell R2,10
to R57,50:and CG Smith lost R2 to
i R133. The shares were trading ex-
dividend of R1,17.

<. .Elsewhere, pulp and paper pro-

ducer Sappi fell 50c to k29,
Richemont lost 950 to R37,50 de-
spite a very weak financial rand.
Plate Glass featured with
R5,65m worth of shares changing
hands at RH3 versus Friday's

close R52,50.
After results mining financial

Anglos closed off 50¢ ai R122
while De Beers dropped R1,50 to

R89,50. . _
Commodity shares continued 1o

atiract keen demand with Saman-
cor rising R1,50, or 4,62%, to R34.
Copper producer Palamin traded
anchanged at R78, with very few
sellers around, Dealers reported
about nine strong huyers.

Cold shares were under pres-
sure from the lacklustre gold
price, coupled with the strong
commercial rand which later re-
versed its gains.

vaal Reefs fell R3 to R178,50
and Dries was off 75¢ to R38,25.

@ Tiger Oats deciduous fruit
and vegetable canning subsid-

_#

tor yesterday.
The shares were listed at R8 a
share, rose to a high of R9,25, but
later eased to R9, giving it a mar-
ket capitalisation of R1,44bn.
Over 21 000 shares wWeie traded.
@ Spot silver dipped to 2 low of
399¢ yesterday, following an early
sell-off on comex, but then re-

bounded to close barely changed |

at 404/406c on bullish US econo-
mic data and on buying emerging
helow $4. An unexpected surge in
the US National Purchasing Man-
agers’ index for May and a jump
in the employment sub-index
boosted silver, dealers said.

@ The open-ended nature of
several of the ANC’s economic
proposals released at the week-
end is unlikely to inspire local or
foreign investor confidence, ac-
cording to the gA Chamber of
Business.
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South Africa’s biggest min-
ing house, Anglo Ameriean,
has reported a 20 percent in-

¢rease in attributable earn.. -

ings in the year to March

from 604c to 724c a share,
The final dividend has been

raised by 625 percent from 240¢

to 255¢, making a total payment
of 345¢ a share — an increase of

ﬂuﬁoﬁﬂﬂﬁnﬂﬁw&uﬁmﬁ

year.
Anglo chairman Julian Ogilvie
Thompson said yesterday the

Eroup was pleased with the re-
snits,

“When seen against the back-
gronnd of quiet world economies

- Shares
As a result of the worid reces-
aﬁ.gﬁﬁgnﬂmuaw
84 percent to R1,65 hillion, while
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cent to R507 million.

But the profit from the sale of
shares — encouraged by certain
tax nﬁﬁm_n__m — increased
more fourfold, from
mﬁﬁEﬁEE%

This was after it had been
deemed prudent to transfer ap-
other R500 million profit from the
sale of shares to reserves,

Net pre-tax income rose 143
percent to R2452 million, while
net taxed income was 202 per-
cent higher at R22 billion,

"Mr Ogilvie Thompson said
Anglo did not make dividend
forecasts. But the increase in

ec

essionary

!
1 By Um_.mw..—.nEEmu. . @ U;!m.llw.; . Hu

% S SR Y e et
H - b T 1 £ - o +
2 ek SRR 2% gk

He was optimistic about the ec
onomic outlook for South Africa.

He said the country had been
through a most extraordinary
decade and been hit by five
major happenings, four of which
could not be repeated in the pext
decade,

The four happenings were:

® The slump in the gold price;

® The war in Angola, which prob-
ably was a bigger drain on the
€conomy than was realised at the
time;

® Government handling of fiseal
and monetary policy. The present
Government had a3 clearer pic-
ture of how fiseal apd Imonetary

hele joins board

Deputy vice-Chancelior of the
University cf Cape Town, Dr
Mamphela Ramphele, has
been appointed a non-execu-
tive director of the Angla
American Corporation,

Dr Ramphele has been in-
volved over the last year in
Anglo's efforts to define af-
fordable and effective pro-
grammes of poverty allevia-
tion. « ‘ -

She holds a doctorate in
soclal anthropology, and has
recelved honorary doctorates
from South African and
American unlversities as well
as research awards,

Eu@gﬁﬁﬁﬁnﬁnnn&&

@ The foreign debt crisis. |

Em South Africa had good rains
the coming year, the econoIny

Eanwaﬁﬁmawmhuﬁﬁnw

And if the world no longer re-
guired Scuth Afriea to devote two
to 25 percent of gross domestic
product to repaying foreign loans,
and supplied aid and investment,
South Africa might enjoy at least
a 35 percent and possibly a five
percent growth rate. .

“This is something gquite differ-
ent from what any of us have
wm_mnmﬂmwnnmnmnm. Hmw-w% rather

opeful optimistic that things
could be a lot better in this der-
ade.” S

" Referring to the political situa-

tion, he said that all sides realised
they had to work out some solu-
tion and had to come back to ne-

times

STAL 2z [6l92

gotlations.

The sides were not too far
apart when they had reached the
latest road block. “We expected
negotiations to progress in fits

-, and starts,” he said.

The group liked to think that
gold was bouncing along the hot-
tom.

A major point was whether the
major private holders were going
to be net buyers or net sellers.

“Our own view is that given the
fundamental factors of produc-
tion and demand, it wonld be silly
for central banks to sell gold be-
cause the price must go up.”

He said retail sales of dia-
monds were expected to improve
this year, _

. Tight

Coal prices were fairly tight
and there was no great scope in
the immediate future for substan-
tial increases, X

The steel and alloy business
Em% have reached the bottom, he
sai

Leslie Boyd, a deputy chair-
man, said there had been a defi-
nite pick-up in orders in the stain-
less steel business, :

This had given the group
greater confidence to go ahead
with the Columbus project.

Mr Ogilvie Thompson said that
if South Africa wanted to invest

“in big projects, it would need big

companies. South Africa needed
maore larger groups rather than
fewer. .

- Anglo American was spending
less on gold prospecting as it had
large ore reserves that would be
economical at about R40000 a
kilogram, and some that could be
brought into production in the

it E

" Y.

R35 000 to R40 000 range. _

O
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lup R2,5-

food grou

By Stephen Cranston

Foodeorp, a R2,5billion food
giant created by the merger of
Fedfood and Kanhym, was
launched at a funetion in Johan-
nesburg yesterday.

Group chief executive Dirk
Jacobs said this new group would-
contribute a quarter of the in-
come of the Malbak conglomer-
ate, : .

“It represents.a crucial compo-
nent of the group’s intensified

Eﬁﬁmﬂﬁaﬂﬂ,ﬂﬂwmﬁf

he said. :

it it e
as e lop, knterprise, Simba
and Bobtail are in the stahle.

Mr Jacobs noted that the Mal-

bak formula had been suceessful-
ly applied at Kanhym and had
also been bronght to bear on Fed-
food since its acquisition late last
year.
The downsizing of ongoing op-
erations and rationalisation had
already produced a saving of
24,75 million at Fedfood, which,
over a 12-menth period, wounld
transiate into a 27¢, or 17 percent,
improvement in Foodcorp's earn-
ings per share,

Mr Jacobs szid Foodcorp
would be strong on branded pro-
ducts and on low prodaction
HEE -1 *

He said that 60 percent of
Foodeorp’s products carried
“strong” brand names and said
that Heinz would soon be clos-
ing a deal with the group.

Mr Jacobs said this would
bring a major international group
into the SA food industry, which is
dorninated by Tiger and Premier,

Malbak chairman Grant
Thomas will be chairman of the
new group, Dave Kennealy, the
former Malbak financial director
is gperations director, and Gert
Schoonrad, the fermer MD of
Table Top, is international direc-
tor.

Malbak mwﬂm s
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lacking in sp

he long-awaited ANC eco-
oomic blueprint has seen
the __.__m_: of day. Perhaps it
shouldn’t come as a surprise
that the document spells ont
precious little into which com-
mentators can dig their teeth,
The best that can be said is

that it doesw’t contain anything £, g8
wildly radical The worst is that [

its so woolly that virtually any

interpretation can be placed on

the proposals contained therein.

A “mixed economy”, for ex- E&¥

ample, can mean anything from

one percent free market to 99 Eo

percent free mmarket; anti-trust
legislation is likewise a matter of
infinite degree. Then there’s a
whole lot of nebulvous rhetoric
about a differentiated approach
to trade barriers, an investiga-
tion into fiscal structures and
“just” compensation to be paid to
enterprises which are nationa-
lised -

cifies — which Is, one can argue,
good political strategy.

Against such a background, it
would be churlish to point a fin-
ger at the absence of substance.

Strong censure is, however,

waltanted over the gap the ANC
could have taken but didn’t. Crit-
les of the Nationallst government
have been vehernent in castigat-
ing Pretoria for its imability to
appreciate the need to offer at-
tractive incenttives to prospective
foreign investors. - -

Instead of recognising such a
heaven-sent opportunity — to up-
stage the government and ac-
knowledge the vita? role that for-
elgn investment could play in re-

A A T M bt -

"robs the document of any credi-
. . bility it might have enjoyed. I
Not a lot in the way "of spe- .
‘work, it would have appreciat-
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vitalising the economy — thet
cial treatment for foreign inves.
tors.

In my view, a strategy state- i
b the deing 10 perspicacity

Had the ANC dope its home-

ed the job-creation capacity and
the technology inflow that invest
ment from abroad brings in its
wake. .

The homework would have re-
vealed that global investment
capital is in short supply —
which is why such capital is
being actively wooed by coun-
tries which understand its capac-
ity for promoting prosperity.

Back, then, to the drawing
board, Mr Mandela — which
would be time much better spent
than issuing ultimatums the re-
sults of which would be to drag
the economy deeper into the
quicksand:

—— -




scrap
L AL .
Peter FahrihiusT g IQ‘ h 1’, in Parliament yesterday, ‘

Political Correspondent would mean Parliament los-
— . ing the power to debate and

The Government had been ~Teject the mini-budget. .

accused of underminfrg Par- ‘Democratic Party finance
liament's fraditional control spokesman Ken Andrew Opp-
over State spending by, intro- poged the }3111 bhecause he
ducing legislation to‘scrap said Parliament needed

the annual Part Appropria- more and not less time to de-
tion Act — or mini-budget. bate financial matters and

The Governpment’s aim is . eall Government to account.

to replace the Act with a ¥ It fas “rather extraordi-
purely administrative mini- ..hary” that the Government .
budget calculated on the was asking Parliament to re-
basis of a standard formula linquish its control oyer the |

— 45 perceht of the previous ‘Part Appropriation in a year
year’s total budget. .1 of enormous over-expendi-

The mini-budget is neeu- ture. N
_ed to tide over the counfry’s = &’ The Conservative Party J
financing requirements from - also opposed the Bill. =~~~
‘the start of the book year on Minister of State Expen-
April 1 until' the main Bud- _ diture Amie Venter said the _
get is passed, usually in - Bill would not remove Par-
June. The legislation to liament’s sole power to au-
serap the Part Appropria- thorise expenditure from the

tion Act, which was debated Treasury.
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The open-ended nature of several of
the ANC's economic proposals is un-

| likely to inspire local or foreign in-

vestor ,confidence, according to the

| South African Chamber of Business.

Reacting to the economic policy
adopted over the weekend at the
ANC policy conference, Sacob said
yesterday there were two disturb-
ing areas with regard to the libera-
tion movement’s economic policies,

These were the t?nu:d;immd empha-

on as an option,
and certain curbs on foreign inves-
tors. .- ¢

“Such policies would serve to

LL“ ' f T : ® - |
RCI to run holiday points syste
Property Reﬁnﬁerﬂm,'z‘ Bl 1L -

There is a growing trend among
timeshare buyers to seek flexibili-
ty in their choice of holiday time
and destination. .

This has led to companies selling
points for exchange rather than
ownership of weeks at a particular
resort. S ‘

In line with this, Resort Condo-
miniums International (RCI), the
largest holiday exchange organisa-

-

tion, is to administer the new Multi

Resort Ownership points system.

Sacob urges ANC to join.
lks’/}\;%’gﬁ" business s@
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eign investment could play in Té&- quicksand;

Or

weaken instead of strengtheningIor-
eign investor interest in a situation
where South Africa is today starved
of foreign capital and imported
technology,” Sacob said.

The business group also expressed
concern on the issue of taxation,
saying iclarity and certainty needed
to be reached as soon as possible on

~ a future fiscal policy for the coun-

try. :
Sacob urged the ANC to enter into

discussions with the business sector

to move towards agreement on fu-
ture economic and social policies. ~
Sapa. . ST )

~4

256

RCI managing director Stét;el

Griessel said: “Under the MRO sys-
tem, points bought may be used as
‘currency’ each year to take one or
more weeks, weekends or midweek
breaks at a variety of resorts with-

" in the system. He is confident that

the RCI link will mean MRO avoids

* the problems previously encoun-

tered by buyers in some similar

. schemes, such as an inability to

meet demand due to too few weeks
being held by the management com-
pany in relation to the number of
points being sold. -
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turnground

at Boumat

Finance Staff @ "

Boumat’s earnings per share re-
covered remarkably in the year
to March, rising from 7e to 43c.

- But the total dividend has been
cut from 48c to 10c. Previously, a
proportion of shareholders’ funds
was made available for divi-
dends, regardless of earnings.

Boumat has, however, now re-
verted to the normal dividend
cover formula. ‘

Chairman Sidney Borsook says
grew 6,6 percent to
R1,16 billion, but that operating

profit improved 35,6 percent to {

R39,3 million.
' He says the construction indus-
try had been hit harder than most
by the “prolonged and deteriorat-
Ing economic position.” ’

He expects residential con-
struction to improve, though not
commercial and industrial build-
iﬂg ot ‘-.:
~ Mr Borsook expects further
improvement in asset manage-
ment and profitability, although
he feels there will be little im-
provement in the trading environ-
ment. i
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‘Move will drain off R800m a day’ %
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Bl0“v slefg.
nk Governor ChrisStals [ AN .
annuuqcedna tpé-let;-{):itxlllt planto drain | . . and SHARON WOOD - ... 1
- excessive liquidi € money mar- 1, - 4 of money are éxpected
.ket at a closed-doors monthly u{eetlng‘ ' from ggfénizfd";if fgﬂmgf Speudiﬁ: ‘

with top bankers yesterday — a step : Money market rates soared after the

*faef;eglfﬁ: as a tghtening in mone- ; meeting,mith he key 0-day iquid BA rae
Stals is e to make a fo . !}it g 14,55% from a o, 0pen, .
nouncement on the plan o Briee™ 2 > On the capital market, at 1ih37 (around

r

Sources cloge - the time the meeting was held) govern.
intended to Inorease bapper Bt SIS ven’s R150 bond was trading at 16,0350
requirement to 5% from 4%. Banks are at " Dut Within two hours had risen to 16,200%.
present required to hold 20% of short-term .« - One senior dealer ‘said the fact that a |
liabilities in liquid assets, of which the 4% . Select group had access to the information !
is an interest-free deposit at the Bank. . ; before others amounted to insider trading,

Stais told the meeting that, for the first  The rise was one of the sharpest he could
time, banks would be paid interest on the .remember. “The JSE floor was left high
additional 1% deposit. The interest rate is and dry. Clearly some bankers traded on
expected to be half a percentage point | ;Jthe information,” he said. .. - .. -
below the weekly Treasury bill rate. ... A source who atfended the meeting said !

A dealer said this step would drain the . Stals had not spelt out exactly how the |
system of about R600m to R800m a day. © measures would work. i &sa . - !

An analyst said this was a policy shift = A forex dealer said banks would wel-
that compelled banks to put more cash into 'come the higher limit on overseas forex .
the Reserve Bank and not money market -holdings because it would be a step closer
instruments. “This shows how difficult it is “ to a freer forward forex market. “It wil] .
to control the pmenﬁeuquidjty situation”  allow us to synthesise ore forex depo- |

The second step Stals announced was the *" sits and the local'mor&y market.” But its
issue of about Rlbn in nine-monthi paper, ™ main effect would reduce ligquidity
probably Treasury bills. Banks™\ould he*--and increase the:money market:shortage. |

able to trade In the paper only after six '~ Stals also reporté st¥fessed that Bank
months had gasged, . % * “rate would not comeiylown nntil-inflation
-swsTheotliird step wia that badiks-would ¥ Jeither.Stals por. Bank

allowed to Increase the limijt of their off. -officials could be for comment,
shore foreign exchange huldingﬂ’g about - Meanwhile, Reuters réported Stals told
.R640m from R366m. ~ > &5 a seminar yestérday the would con-
Analysts expected the steps to &imple-  tinue with nentral monetary policy. He
mented around mid-July, ‘which‘would &aid: “We have reached the stage where

. counteract a huge inflow of Hfjuidity futhe  there is no instant cure, where there is no’
next few months, About R5bn in govern.  painless convalenscence, ‘Where there are

ment stock matures in July and August. i no popular solutions.” 4 |
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Keys sct to curb

FINANCE Minister Dérek Keys
said yesterday he would this
month begin to wage war on gov-
ernment spending.

Lower government consumption .

expenditure was a key ecomponent in
reducing the country’s 15,6% infla-
tion, which kept interest rates high
and put a damper on local capital
investment, he said,

Until inflation came down, there
was little chance Reserve Bank Gov-
ernor Chris Stals would lower inter-
est rates, Stals'had specified his rules
for the game; “it's simple, and I've
got the message”, Keys said,

High nominal interest rates were
depressing doimestic investment, and
SA’s low level of investment — cur-
rently about 18% of GDP — was hurt-
ing economic growth.

Reduced gogvernment expenditure
could lead t:uﬁ lower individual tax
rates, currently very high in terms of
contribution’o government income.

Keys acknowledged it would be dif-
ficult to cut expenditure when gov-
ernment remained under pressure to

raise social spending. @

There were several barriers to
SA’s economic growth over which
government had no control, including
drought and the low gold price.

However, government could help
minimise other factors like high
wage growth and unemployment,

Most .important, SA had to find a
way to stop the “economic civil war”
that was ‘causing-mass action cam-
paigns and strikes, . |

“Unless there’s a’broad consensus
between business and labour with the
state. involved, you do not get above-
average economic performance,”
Keys said,

Threats of labour unrest and
unions’ high wage demands were in-
creasing unemployment. Sensible
wage bargaining was needed to get
back on to a growth path.

Formation of an economic forum
could help resolve wage issues and
restore local investor confidence,

Stuch a forum could be a vehicle for
government to reach consensus with
the ANC on trade and investment
policies, ~ AP-DJ,
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PRETORIA —_ L1qu1dat1nns and insolvencies rose
sharply this year, according to official figures re-
leased yesterday, and are expected to continue in-
creasing. ,
" The, government’'s Central Statlstlcal Servwe
(CSS) reported that liquidations of businesses in-
,Freased by 72,6% to 711 in the three months to end-
‘April cumpared with the same period last year. In
he previous three months-the increase was 47,5%.
The CSS said 224 businesses were placed under
inal liquidation in April alone. This was .an in-
rease of 49,3% compared with April last year.
Insolvencies of individuals tell a similar story
hey. rose by 18,3% to 1 009 in the first quarter of the
year cumpared with January 'tc March last.year.
'gggfr the previous three munths the increase was
0 . y
. CSS figures showed debt summonses in‘the first
three months of the year had increased by 8,5% and
averaged about 3 000 a day. Civil Judgmenté for debt
increased by 11,5% and averaged about 1 500 a day.
Stellenbusch University’s bureau for economic
research head Mr Ockie Stuart sald the debi pattern
i was ‘consistent with an economy in deép trouble.
And:he stressed the numbers' of individuals and
businesses going-to the wall would continue to rise
Jintil at least the end of the year. .
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Keys sets up three Cabinet committ
5wy aovook W) _

FINANCE Minister Derek Keys yesterday r
~onounced that three Cabinet working N

committees had been set up to enhance coi’: Adltlninistaat&?n and Tourisma < el
e said the economic CO was

~ ordination of government responsibilities g

Speaking in his first debate as finance supplemented by two
Committee for Econom-

. minister, Keys said the committees would ~J was the Minister’s
cover social welfare, constitutional an
administrative and economic matters.
Members of the economic committee 3\ ing commi
N

were Ministers of the following: State Ex-
penditure, Agriculture, Regional and Land
Affairs, National Education, Environment,~ Jacobs and Finance
Transport, Post and Telecommunications, . Jan Dreyer.
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d‘ ic Co-ordination which met once a month.

It had a similar membership to the work-
ttee with the added membership

CS
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further bodies. One

of Reserve Bank governor Chris Stals, spe-
cial adviser to the finance minister Japie

Department official
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Documents not stamped

Move to get water

10 parched BU.SiIl eS

at lowes

THE lower turning point of the SA
€conomy’s business Cycle has not yet
been reached and 110 upturn is expect.-
ed before the Jagt quarter of the year, I) but not in the producer price
says First National Bank’s persona] index (PP
asset management arm. “What is €ncouraging, however, jg
In its lafest investment review, that the increasing CPJ cannot be
First Nationa] Trust says the upturn  attributed o CXCess monetary de-
in the economy is expected to be sjow mand. In addition, the prices of im.
and hesitant in the early stages and ported goods are making no contriby-
primarily baged op higher govern- tion to inflation at present,
ment spending increases in export “The favourable trend of the PP1,
€arnings and a slowdown in the de- the absence of excess monetary de-
stocking cycle, mand, together with factors such ag
“Fized investment wil) remain de- lower increases in wages should start
pressed this year apainst the back-  to impact positively on the CPI The
ground of high interest rates, shrink- CPI inflation rate s expected to fa]]
ing profits and political uncertainty. below 139 by year end”
proving finaneia] apd politica] The contraction of investment ex.
conditions are required before this penditure ig disturbing because 3 |
-+ Will improve.” réasonable rate of investment js the
The prime overdraft rate coyld basis for long term growth
average ahout 19% in 1992 and aboyt “The challenge which ljeg ahead
17% in 1993, the review predicted. A  for the authorities js to implement
further cut in the Bank rate wag not policies which allow and éncourage
€xpected until the thirg quarter, domestic Savings and forejgn invest-
The review Says the main reason ment. The finance necessary for g
for the diverging rates of consumer  rate of investment €Xpenditure which
and producer inflation is very high will sustain long term growth wilj
food prices ang the fact that VAT is  thep be in place.” ,
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E0Ma said most of the main
Supply rivers for rural southerp
Natal had driegd up. Many Springs had
also run dry, and boreholes were deli-
vering mostly sandy water,

Acute water shortages were being
©Xperienced from ghogt 10km from
the coast into the hinterland.

Mngoma said it haqd been decided,
at an emergency meeting on Tuesday
to discuss the drought in the region,

sources to get water to the areas,
In the Vulameplu district negar
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Addressing the Nataj Chamber of Indys- “Those who have nothing to lose — from
tries in Durban, Parsons said the political g political, economic and social point jof
play_ers at Codesa should pe encouraged to  ‘view — cap only contribute to negative ahd
cnntlglue hegotiating as there was “no al-\ destructive actions.” '

{

b ™ He urged businessmen to pursue bal-
. It had to be acknowledged that 3 rela-\ anced, construetive angd investur—frienqu

tionship of mutuaj trust between the main\{) policies. “We must conduct the debate on

politica] players remained an indispens-N. the premise that we need the world mdre
able precondition for stability and eco- than it needs yg,

£
nomic growth in Sa, “I hope that major political parties like
~ the ANC will show a greater awareness'of

this reality in their economie pﬂliCiES.:
the people rather thap on the state to force Q “Poverty in SA is so severe that redistri-
i ave j ! - bution policies, which-alone will be indd-
“When attempts are magde by means £ €quate to counter it, must he Supported by
such administrative structures fo achieve  Policies designed to place the economy jon
certain political ends which do not square @ higher growth path, !
with the norms by which the people are The redressing of past inequalities hag
soverned, the maintenance of the system to be reconciled with the reality of ensir-
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PERHAPS the greatest regret about
African National Congress’ latest
economic document, drafted at the

movement’s policy conference Jast

weekend, is its open-endedness.

It proposes a mixed economy, but
does not say what the mix should be. It
duggests a future government may
¢ompel financial institutions to invest
in socially desirable projects but omits

{o hint at the size of presctibed invest- |

fnent.

1 rural- urtban development, it does
jiot say how such programmes will be
conducted or financed. And while
speaking of “adjusting” trade barriers,
?m document does not specify how.

, This is a pity. For months both

tdomestic and foreign investors have

n waiting for clarity in ANC eco-
homics before committing their money
to South Africa. .

| But ANCspokgsmen argue that they
will only get into specifics when the

movement is in power and that the doc~-

ument is only a guideline to tell poten-
fm_ voters and investors what an ANC
Wuqm_,:anﬂ is likely to do. |

\  In many respects the document —

like the draft which was released a-

month ago — has made significant
departures from past thinking. And
T.E_mm:w by the less than hysterical reac-
tion from the business community, one
iassumes it hasn’t been as badly
wann?oa.mm previous pronrouncements.
' It reflects an ANC which has been
. under enormous pressure, from local
- business and the international commu-
'nity — to drop remnants of socialism
: from its economic programme — and
“from its own constituency to deliver

. the fiits of liberation.

While the African Zm§§~ R

Congress’ economic document

shows a definite shift from

ANC thinking two years ago, .

it lacks finality, reports

-
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P

In fact, the movement had modified - . S
* . - jts position so far by the {imeof the .
. Promising to reverse skewed region- - conference that it took pressure from
- conference delegates and some|nudg-

ing from its Congress of South African

L

A.Eamcauama_fauﬁn EJ Eo&
“nationlisation” retained. -
What finally came out was a docu-

ment vagtie enough not to alienafe any-

one. :

While nationalisation is refesred to, °

the document makes it clear it will only
be considered as one aspect of govem-
ment intervention — along with the
buying of shares in companies and the
establishment of new companies —
aimed at redressing past inequalities
and responding to market failures.

'The document also notes that an
ANC government may consider pri-
vatising certain state enterprises if it
deems this necessary for the enhance-
ment of their efficiency. In all this, “the
balance of evidence will guide the
decision for or against varioys eco-
nomic policy measures” ¢

“There will be no irresponsibie
nationalisation,” says Institute of
African Alternatives director Ben
Turok, who also sits on the ANC eco-
nomic commission. “What we gre con-
cerned about is that the government is
busy privatising state enterprises. These
will definitely be renationalised.”
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“new order. But calculations indicate

"t one-off saving. -

. -] -goals, the ANC won’t be able to deliv-
.. =i.er. Then they’}l start printing money

- { *economist Nicoli Natrass.
<+ For these projécts the ANC hopes to
5 harness a significant portion of funds
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As in past documents, there isacom-
mitment to Wmm_.:..ﬂ?m action with
regard to wpmen and blacks. As a
means of
of economic|power in the hands of “a
minority within the white minority”,
the ANC advocates anti-trust, anti-

monopoly and mergers laws “inaccor-
. dance with international norms and

practices”. |

While the ?ZO makes a commit-
ment to observe fiscal and monetary
discipline, the document promises
wide-ranging programmes aimed at
eliminating mﬂmzwnma inequalities in
housing, education infrastructure,
health and welfare. In places the docu-
ment reads like an updated Freedom
Charter. But _s.,m:nm_u_m is one thing, the
practical implementation another.

There still seems to be a belief in
ANC circles that the “post-apartheid

ressing the concentration

?

dividend” — economies flowing from
the abolition of apartheid waste and
duplication— will be a windfall for the

that this will amount to no more than

R6-billion — half of this year’s health
expenditure. Furthermore, it will be a |

“My fear is that in the pursuitof these

and embark on cther inflationary mea-
sures,” wams University of Cape Town

through some form of prescribed assets
and also via the establishment of com-

munity-based financial institutions.

Getting financial institutions to agree
to these mechanisms shouldn’t be diffi-
cult. Already the Life Offices Associa-
tion is debating the issue of directing a
certain portion of their annual invest-
ments in this way. ¢

In addition, the establishment of
community banks should not hit moral
obstacles. Such institutions are already
in the pipeline. .

{nstitutions, such as the World Bank
and Intemational Monetary Fund, may
also be approached for loan finance.
But the document is suspicious of these
institutions. It stresses that “relations
with international financial institutions
should be conducted in such as way as
to protect the integrity of domestic pol-
icy formulation”.

While committing itself to fiscal dis-
cipline and increased social expendi
ture, the ANC shies away from acce
tance of any tax regime, saying this wil
be investigated by “a representative fi
cal commission”. It only proclaims i
support for a progres