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Introduction 

THE central Executive Committee of COSATU took a decision in 1986 that 
active discussion and study of the South African economy was a priority. This 
decision was prompted by the very serious problems of unemployment, re- 
trenchment, inflation and poverty that we now face. It was also prompted by % 

an understanding that organised workers must be able to propose and fight for 
solutions to these problems. In addition sanctions are.now becoming a reali- 
ty. The need to thoroughly understand the economy is even more urgent. 

One of the biggest problems for any person trying to understand the SOU&? 

African economy is the-question: Through whose eyes do we study it? We cqn 
look at the economy through the eyes of the capitalists or we can look at it 
through the eyes of workers. Depending on which set of eyes we use, we'll see 
a very different picture. 

The newspapers, radio, TV and education system all look at the economy 
through the eyes of the capitalist. They talk of economic laws* which are effi- 
cient and benefit everyone. And when the economy goes into a recession* or 
into a crisis* they argue that the economic laws are beidg interfered with. 
They want people to think that the economy is something controlled by laws 
that workers cannot change. 

In this booklet on the South African economy we will look at the economy 
through the eyes of workers. We will see how politics and economics have 
combined to the benefit of the capitalists. In doing this we will undertake a 
study of the political economy * of South Africa. 

The aim of this booklet is to provide a starting point for a study of the South 
African political economy. We will be looking back into our history to under- 
stand the very close link between politics and economics. 

The purpose of such a political economy study is to allow us to better un- 
derstand just how serious the present crisis is. Being clearer on this will also 
allow us to begin dis-cussing the real and effective solutions to the crisis. This 
is important because many of the solutions being proposed at present will bene- 
fit capitalism but will lead to small changes for the mass of the people. 
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Helping the reader 
However this booklet must be seen as an introduction to the whole subject. 
We have tried to make the booklet easier to follow. These are some of the 
things which the reader should take care to note: 

At the end of the booklet there is a BIBLIOGRAPHY that will guide you 
to further and more detailed reading. 

, Another problem we face in studying political economy, is that we cannot 
avoid using difficult words, facts, figures and numbers. To do our best to uver- 
come the difficulties this causes for the reader, we have done the following: 
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Introduction 

I - As you read you'll come across words that have an asterisk next to 
them eg. political economy*. If you look up-the GLOSSARY at the end, you'll 
find these words listed in alphabetical order with a brief explanation of what 
the word means. 

- The facts, figures and numbers are usually presented in visual form in 
charts or diagrams. The charts and diagrams are there to illustrate the text. So 
it is possible to read the text without always having to look at the charts. The 
original source of the information is listed in the NOTES to each chapter at the 
end of the booklet. 

1 - In this booklet we have sometimes used the word race and racial de- 
scriptions of the people of South Africa. I t  is, however, important for us to un- 
derstand right from the start that the whole of the idea of race has no basis 
in any scientifically accepted explanation of the nature of human beings. The 
idea of race has been seriously challenged, not only by scientists but, by 
many others who have studied the nature of human society and its develop- 
ment. It is now quite clear that the idea of race has a definite political and 
social meaning, which is linked to the forms of control over groups and classes 
in various societies. The idea of race has been used in this way in South 
Africa. This booklet uses racial descriptions because these make the explana- 
tions of the controls easier. In doing this we are not accepting the racist divi- 
sions imposed upon the people of South Africa. 

COSATU Education, July 1987 
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iae of the book 

Chapter I: Inlrodudion to the South African Economy 

This gives a brief introduction to the South African economy as it stands today. 
We look at the size of the economy in relation to certain other economies 
and major features of the South African economy. 

Chapter 2: The dlewelogament of capitalism and cheap labour 

This chapter focusses on the development of the go!d mines and the migrant 
labour system. This system grew out of the need for cheap labour for the 

. 

gold mines. 

Chapter 3: Capitalism, apaeahejd and cheap labour 

This looks at the changes in the political economy that threatened the supplies 
of cheap labour and how apartheid then re-established supplies of cheap 
labour. 

Chapter 4: Problems for Apartheid Capitalism 

Apartheid represents a system of strong and direct controls over labour. It is an 
evil and inhuman system which suppresses resistance to it. However, it is a 
system which has certain fundamental weaknesses that mean it cannot last for- 
ever. This chapter deals with the serious problems that began to emerge. 

Chaptea 5: W pe8i$iea8, economic aad social crisis 

This chapter deals with the developments covered in earlier chapters which 
gave rise t o  the present crisis. It outlines the nature of the present crisis. 

Chapter 6: Solutions to the crisis by capital and the State 

What solutions are proposed by this powerful partnership? What do they really ' 
offer? 

Chapter 7: Freedom from opprsssiom and exploltatiom 

What problems do we face in building an economy that will free us from ex- 
ploitation, unemployment and poverty? What are the basic requirements for so- 
lutions to the present political and economic problems? 
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1 CDP Comparisons 
l 

The usual way in which economies are 
compared for size, is to take the GDP 
and compare it to the GDP for other 
countries. There are problems in mak- 
ing these comparisons because we are 
using money prices. This is especially so 
in comparing mainly agricultural countries 
with industrial countries and in compar- 
ing capitalist and socialist economies. The 
pricing system in capitalist and socialist 
countries is very different so comparisons 
are a real problem. However the fol- 
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tribution of 
in South Africa 

We have seen both the production and 
per capita figures above. However these 
alone do not give a complete picture. 
For example, the per capita figures do not 
explain how the wealth and income in 
any country are divided between the peo- . - .  . .  .. . \.-. . . . . . .  . . .  , * - .. 
ple of that country. In  particular, they 
do not explain how the wealth of the 
country is divided between the various 
social classes*. In capitalist countries, a 
small number of people control and 
own a vast part of the wealth, while the 
great majority share the rest. And in 
South Africa, this inequality is made even 
worse because of the way in which 
wealth is also divided racially. 

Table 11 
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In 1970 a study found that whites 
S R R ~ E  OF THE RESPEGTI~E PoPuLAT1oI\J earned 71,2% of total income and blacks 
LRouPS WE. f7ER50flAL INGoME 28%. Considering that whites were 
OF THE A.G.h -1960-lq85 about 20% of the population the dispro- 
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Population 

J 

Table 14 
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In South Africa, people living in the ur- 
. ban areas make up a large part of the 

population. Those in rural areas, live 
.. mainly in the so-called homelands. 



The. Compdsition I / of 
G,D.P. . . 

We have seen how the GDP is measured 
in each country and how per capita fig- 
ures are calculated. We have also seen 
that these do not show how wealth is 
distributed. Now we must try and under- 
stand the various sectors in the econci- 
my whose production goes into making up 
the GDP. Large scale capitalist produc- 
tion started with the mining of diamonds 
and then gold. Even today, mining is a 
very large part of our total production. 
However, other sectors have developed 
and now manufacturing is the largest sec- 

tor. 
The following cbarts will show how pro- 

duction is distributed in the various sec- - 

tors of the economy. As we will see ' 

mining and agriculture, which were the 
most important sectors of the economy 
until 1943, are no longer as large as the 
manufacturing sector. In fact agriculture 
has shrunk from being the main sector 
of the economy to being under 10%. 1n 
making these comparisons we must re- 
member that-this did not mean that min- 
ing or agricultural output had got small- 
er. In fact this production had increased in 
size but it was a smaller part of the to- 
tal production because manufacturing out- 
put had grown much faster. Table 13 
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A further feature of our population is 
that there are many young people, as can 
be seen by the large number who are 
19 years and under. This is especially true 
for the black population. 
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Such a young population has significant 
effects on the political economy. Firstly, 
it means-there is a growing demand each 
year for new jobs. Secondly, there is a 
growing demand for schools, universities, 
child care centres and housing. Thirdly, 

. there are important political effects in hav- 
ing a very high number of unemployed 
youth. 
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F M P M ~ ~ I ~ ~ ~ T  IN  A G R I C W ~ R E  I ) L ~ ~ - F ) B ~  Au K R L E ~ .  Table l 6  

A 

South Africa has a large working class em- 
$ 1 1 ployed in the various sectors of the 

economy. As the economy has developed 
manufacturing has become the most im- 
portant sector of employment, 

6 - 9  ALL KACES. 
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a 

Capitalism opened up South Africa as part , 

of the world expansion of capitalism . , 
and imperialism*. As a result capitalist 
production in South Africa started almost 
entirely for export. 

3 ~ ~ 8  mlLds . IMPbST5 AdD EXPOSTS - 

Because of South 
Africa's great mineral wealth, and above 
all its gold, South Africa exports about 
30% of its total production overseas. 
These exports are mainly minerals and 
other raw materials, with only a small part 
of them being manufactured products. 

South Africa also buys, or imports, a lot 
from overseas. But our imports are very 
different from our exports because most 
important amongst our imports are ma- 
chinery, transport and high-tech equip- 
ment*. These things are all needed to . 

improve production. As a result imports 
and their prices have a great effect on 
production in South Africa. 

Because of our high level of exports and 
imports, we are referred to as an open 
economy. We are affected by what hap- 
pens in the world economy and by the 
value placed on our money in world trade. 

Exports by product group and country of destin 

Table 22 
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The Development of Capitalism 
and Cheap Labour 

In this chapter we will try to explain the central importance of the migrant 
labour system* to the development of capitalism in-South Africa. It is important 
to understand this so that we can also understand the close relationship be- 
tween the development of capitalism and a political system based on race in 
South Africa. Racial divisions have been used to provide a means of control- 
ling labour and cheapening it for the benefit of capital. 

The chapter will focus on gold mining because of the size of the industry 
and the much greater effect it had on labour supplies and in the shaping of 
South African capitalism. The migrant labour system laid the basis for the ra- 
cial separation of housing and racial discrimination in employment. As we shall 
see in the next chapter, apartheid enforced this racial separation with a whole 
system of racial laws. Both migrant labour and apartheid advanced the interests 
of capitalists and greatly increased their profits, while the vast majority of the 
people of the country lived in poverty and under repressive laws. 

Young men being recruited fdr their first iob -.l906 - -  
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Migrant labour - a 
cheap labour system 
Cold mining 

South Africa's economic growth has 
depended on its rich raw materials and 
on a plentiful supply of cheap black 
labour. The gold mines were at the 
centre of this system. 

The year 1886 does not mark the dis- 
covery of gold in South Africa. The black 
people of Southern Africa had long 
mined, used and traded gold. However, 
gold on the Witwatersrand was excep- 
tional in the quantities of gold that exist- 
ed. But this gold was embedded in 
other rock which had to be mined, 
crushed and chemically treated to re- 
cover the vast amounts of gold lying hid- 
den below the Highveld. It was only 
international capital* that had the power 
to acquire and coordinate the money, 
machinery and labour that was needed t o  
mine the gold. 

Needs of the gold mines 

How Gold is Mined 
t 

A tunnel IS made beneath each seam I 

Secondly, within a few years the mining 
had to be done deep below the surface 
of the earth. It required the use of ma- 

A closer look at what was needed to chinery, explosives and advanced engi- 
mine the gold, tells us a lot about South neering and mining skills. All of these 
Africa's later history. were supplied from the capitalist coun- 

Firstly, the amount of money needed to tries of Europe. The indigenous* societies 
develop a mine was large. In addition, of South Africa could not supply any of 
the risks were high. As a result most these requirements on a large scale be- 
mines were quite soon owned by a few cause there had been no need to devel- 
large mining companies. With a few op those skiils. Their skills and resources* 
changes, it is these same mining com- lay elsewhere, and in, general they had 
panies that today dominate the South Af- little need to work as wage labourers. 
rican economy. These fundamental differences between 

the way in which the societies of the indig- 
enous people and those of the capital- 
ists were organised to meet the needs of 
people, were to be widened by the cap- 
italist system as racial differences. 

The gold mines were labour intensive 
and needed large supplies of unskilled 
la.bour. It was almost impossible to ob- 
tain the large numbers of unskilled work- 
ers needed to do the mining, from 
Europe. By the year 1899 as many as 
97000 unskilled workers were employed 
in the mines. \ 

Mining soon had to be done deep be- 
low the surface of the earth 
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The main concern of the gold mining 
capitalists was to mine gold at a profit. 
The gold would be sold overseas at a 
fixed price to be used as international 
money and for other purposes. To do 
this the mining capitalists needed a large 
supply of cheap labour. They quickly 
organised themselves into a labour recruit- 
ing organisation which then proceeded 
to lower wages and lobby the government 
to pass labour control legislation. 

The basic purpose of the legislation was 
to ensure that blacks entered the towns 
to supply their labour. The migrant labour 
system cheapened the cost of labour be- 
cause it enabled capitalists to ignore the 
needs of workers' families. The owners 
of the gold mines paid a very low money 
wage to the workers since they expect- 
ed workers' families to be provided for 
from the land on which they were 
forced to stay by pass laws, influx control 
and anti-squatting Acts. This system 
was also used by other capitalists. 

Defeat of af alean soc8etles 

Workers were forced to work for wages 
because money taxes were imposed on 
them. Since the pre-capitalist* society of 
the african peoples was not based on 
money, this forced workers into wage 
labour. However, to impose taxes, re- 
quires the ability to collect taxes. The 
system, therefore, required the military 

Young migrants, defeat of african societies and the de- 
1905, on their feat of resistance to taxation. The 
way to the Rand, 
led by the em- 

Bambatha Rebellion was the last such 

of a recruit- large-scale, armed resistance to taxation. 
Ing agency 

The Role of the  
Chiefs in Recruiting 

The chiefs had t o  pia!. 2 double 
role in indusrnal rimes. 
On che one  hand, rhe). \{-ere the 
rradirional prorecror of their people. 
On the  other  hand, rhey were sub- 
jects of the s:are and could n o t ,  
afford ro 'make trouble', orhenl-ise 
they could be deposed. ,\Izn>. chiefs 
were also in rhe pal- of \i-SI-X as 
recruiring officers. 
The chief's ~radirional influence over 
his people \vas veq-  useful ro  che 
mines. For  esample, if a chief 
ordered a lvhole age group r o  go ro 
rhe  rrlines, ir \{-as very difficulr'for an 
individual ro refuse. 
On the  other  hand, some chiefs rried 
t o  protecr rhe mine labourers. In 
1930 o n e  \YSLX agenr reported 
tha t :  ' the Xngoni chiefs (in -3lozam- 
bique) sa). thar they can readil). send 
3 5 OOC men ro  \i.ork in che Transvaal 
only i f :  food is more plenrifully sup- 
plied; "brorhers" are nor separated; 
the)- zre-  under the supenis ion of 
someone rhe)- rrusr, ii-ho knoii-s h e m ,  
their language end rheir \i-a>-S.' 
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Political opposition 

The migrant labour system could not be 
brought into being overnight. There 
was political resistance to the controls re- 
quired by this system. Black political 
opposition grew rapidly at the time of the 
formation of the Union of South Africa 
in 1910 which further reducedblack politi- 
cal rights. The 1913 Land Act gave rise 
to a great deal of anger. Just before that 
Act was passed, the South African Na- 
tive Congress had been formed in 1912. It 

Chapter 2 

was an organisation which organised 
opposition across tribal lines. As the 
ANC, this became the oldest liberation 
movement in Africa. 

But despite the resistance to the new 
controls, the migrant labour system was 
implemented, as a powerful system of 
control over labour. But it was not with- 
out its difficulties. The continuation of 
the system of migrant labour gave rise to 
many problems in the reserves. This led 
to the mass movement of people into the 
towns which gave rise to economic and 
political problems in the urban areas. 
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Capitalism, allartheid- and cheaa - 

In this chapter we will look at the effect of two developments in the political 
economy. The first was the growth of the manufacturing sector which meant 
that many more workers were renllirt=+d 2nd J;ffa,t skills were needed. The 

---- . -------. puvyAb lllL" LIIF; UI uan areas resulting from the 
decline in production in the reserves which we looked at in'the last chapter. 
These changes in the political economy had a direct effect on the cheap 
labour system and gave rise to the An2rfh"A Qt-ts. Apartheid and the cheap 
labour system are therefore closely related. In many respects apartheid is an 
extension of the migrant labour structures. 

The develo~ment of canifnlicm P Q T ~ C - A  m-;-- -La---- -_IAL' . - 

- - -  - - ---a -- --a.. U U L U A  * 
second was the movement nf T \ P T \ ~ I L I  ;-+A 41.- ---L- 

-. -- wLLUOuU lllaJul W M I ~ ~ C S  wimln wnlte agncul- 
ture. Of parti'cular importance was the growth of large scale capitalist farming. 
The State used parastatals* to develop the infrastructure that was necessary 
in achieving the high rates of economic gqowth that resulted from apartheid 
policies. 
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Growth of 

Capitalist production started in South 
Africa mainly for the expoit of raw ma- 
terials, of which gold was the major ex- 
port. These exports made it possible to 
import manufactured products from the 
capitalist economies of Europe. These 
imports were cheaper than could be pro- 
duced locally. This pattern of exports - 
and imports fitted in with the trade pat- 
terns of imperialism* as it developed. 
The very low money wages paid to black- 
workers were also an obstacle to the 
development of local manufacturing indus- 
try in South Africa. 

This economic structure became an in- 
creasing problem politically since large 

mlii 1 1 ( numbers of whites were being forced off I I I ?  - 
the land by capitalist agriculture. These 
people needed industrial jobs. Here the 
State had to intervene fo protect and 
develop local manufacturing industry 
against competition from foreign 
manufacturers. 

These policies strengthened white na- 
tionalism in South Africa. In addition, the 
Second World War isolated the South 
African economfland forced it to develop A 

its own industrial capacity. This process 
also had to ensure that the economy be- 
came more diversified. Therefore a dif- 
ferent kind of labour force would have to 
be developed. In particular, it wodd 
have to ensure that there were.sufficient 

J I 
numbers of semi-skilled and even large L migrant labour system which had served 
numbers of skilled operatives. For this ' - the gold mines well, was now inadequate 
reason, these workers would have to be t o  the requirements of a changing Women workers 
more permanently based in the cities. The economy.. at a textile factory 



ICU POEM 
We are building up a union 
With which we hope t o  save the land 
1.C.U. are its initials, 
In its ranks we take our stand. 

We shall show by workmen's councils 
How to  banish sweated ills 
How to  raise the blackman's status 
How to conquer strife that kills: 

Union means an all-in movement 
None outside t o  scab upon us; 
WithAolded arms we'll stand like statues 
Sing our songs but make no rumpus. 

That is how we'll win our battles 
Make good our claims t o  rights; 
We have no other weapon left for us 
Brains not Bombs shall win our fight. 

Forward then in one big union 
All in  which we're organised 
Solid phalanx undivided, 
No more shall w e  be despised. 

1.C.U spells workers only; 
I.C.U. - fraternity 
I.C.U. means liberation; 
I.C.U. - "Labour holds the key." 
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Urbanisation 
Alongside the above changes, more and 
more black people were leaving the re- 
serve areas with their families because of 
the growing poverty there. They moved 
to the cities to seek jobs. However, there 
were dangers arising out of this process 
of black urbanisation and industrialisation. 
These new workers threatened the very 
system of cheap labour. Industrial capital- 
ists could see the cities growing and 
could see the possibility of the rise of 
black political organisation and trade 
unions which would force wages up. Black 
workers had to fight for higher wages 
because they now had to keep their fam- 

Even before the ilies alive in the cities. 
1 9208s, white White farmers were also threatened 
workers had used 
race to protect with a loss of cheap labour as black 
themselves. Here people moved to the cities to find industri- 
they protest a1 jobs. White workers who had mostly 
against the scrap- 
ping of race dis- been supporters of the Labour Party, be- 
crimination laws gan to grow nervous about their privi- 
with a banner leged position. The racial policies of the 
saying "Workers of 
the World Unite Afrikaner Nationalists who had been 

l 

and Fight for a trying to win the'support of white work- 
white South ers, now seemed to offer them protec- 

tion of their privileged position. 



l 
The National Party evolved its policy The State had to develop a whole People march to 

of Apartheid from when it came to power range of new administrative departments 'he Sharpeville PO- 

in 1948. This policy of rigid racial con- based on its racial laws. In addition, lice station on 
March 21, 1960 to 

trols throughout the society was their an- new bantustan administrations had to be protest against 
swer to the developments in the formed. passes. Shortly 

therafter 67 political economy. Under this system the Naturally, the very repressiveness of protesters were 
South African economy was able, for the state has always given rise to resis- shot dead by po- 
the next 20 years, to grow more rapidly tance from the oppressed. Faced by lice. 
than any other capitalist country in 'growing resistance, the state has mainly 
similar circumstances. The strength of the reacted by violently suppressing that re- 
Apartheid State also saw a massive sistance since accommodation and reform 
inflow of foreign capital especially in the would have undermined the whole 
1960s. apartheid structure. 

As a result the apartheid system has 

The Apartheid State - 
grown into a monstrous system of controls 
over every facet of the lives of the peo- 
ple in this country. And these controls are 

To effectively implement the policies of best seen and understood if one under- 
Apartheid, the ruling classes, represented stands the system of apartheid in all its 
by the power of the Nationalist Party, many ugly parts. In this booklet we 
had to develop and shape the Apartheid cannot do that. We cannot, for example, 
State. The Apartheid State rapidly af- deal with how it shapes the ideas of the 
fected every part of people's lives, includ- oppressed through the media and through 
ing even their sexual relations. It the education system. In the main we 
demanded and won loyal and determined are looking at the economic and political 
administrators to cany out the job of effects of the system of apartheid on 
ruling. The National Party set about build- the oppressed. At the same time, we want 
ing the apartheid regime* by placing its also to understand some of the prob- 
own supporters and members in control of lems which apartheid is faced with, so that 
the civil service, police, army and the it becomes clear that apartheid is not 
courts. here to stay forever. 

30 



MIGRANT'S If I have wronged you Lord 

LAMENT - Forgive me 
I found a casual job 

A SONG I felt that my children 
would be happy 
With my earnings 

If I have wronged you 
Oh how happy I was! 
Oh creator forgive me . 

Lord forgive me If I had done wrong to you 
All my cattle were dead Yes, as my children were 
My goats and sheep were happy dead And as I was working 
And The blackjacks arrived to ar- 
1 did not know what to do rest me 
Oh Creator forgive me So again I lost my job 
If I had done wrong to 
YOU If I have wronged you Lord 
My children: Out of school ,Forgive me 
Out and When out of jail I searched 
My wife and I were naked - 
- naked ... . Another casual job, happy 
Short of clothing a ain 

If I have wronged you 
~ f e  boss was happy too 
And he gave me a letter 

Lord forgive me 
I went to WENELA To fetch a permit from back 

home 
To get recruited for the Oh creator fqrgive me 
mines If I had done wrong to I went to SILO 
To work at sugarcane YOU But the clerk said: "I can't 
Oh creator forgive me see the papef' 
If I had done wrong to And added "You must go 
YOU in peqee my many 
But they chased me away Sb I hqtJ to buy h ~ m  beer, 
They needed those w ~ t h  meat and brandy 
experience For him to "learn" to read 
With long service tickets and my piece of paper no one more 

If I have wronged you Lord 
If I have wronged you 
Lord Forgive me 

1 was working again 
Forgive me But I realised so far for 
I left my wife and children nothing To look for work alone Oh creator forgive me 
I had to find a job If I had done wrong to you 
Oh Creator forgive me So I joined the union to If I had done wrong to you fight my boss 
I was despairing in Egoli For I realised: there was 
After months searching for no other way Lord this job But to fight with the 
And when I found one 
I lost it 

employer 
There was no other way 

For I didn't have a 'SPECIAL' NOW go trouble maker go. 

A.T. Qabula 
k 

So we can see that the strong politi- The Political Economy cal controls based on racism and tribalism 
have developed out of the fundamental of Aparfheid 
need of capitalism to ensure a large supply 
of labour, as well as its control and al- What we need to understand is how the 
location to where it is most required. It is policies, dealt with the 
this need which has given rise to the changes in the political economy that we 
political and social injustices of apartheid. examined above. Apartheid policies 

In one way it is clear to the op- were directed at the supply, control and 
pressed that the main e ~ ~ n o m i c  effect of allocation of labour and the cost of this 
apartheid is the poverty they live even labour to 
though South Africa is a land of great nat- 
ural wealth. But, that does not mean Supply, control and allocation of 
that the many economic effects of apart- 
heid are clearly and fully understood. 
They are carefully hidden by our educa- 
tion system and by the media. Influx control became a much more 

organised and rigorous system because of 

, the needs of developing capitalism. The 
Labour Bureau system was introduced. It 
was a powerful extension of the earlier 
recruiting system used mainly for mine 
labour. Influx controls also came to ap- 
ply to women, although this was strongly 
resisted at first. In effect a very detailed 
system was developed, with the aim of 
using the administration boards and 
magistrates in rural areas to control as 
much of the labour supply to the cities 
as possible. However, there was now an 
important new need. The development 
of manufacturing in different parts of the 
country required an efficient allocation 
of labour in addition to its control. People 
with skills had to be allocated to the 
right places. Also the ruling classes could 
not allow people to move freely into 
any city they chose. Such free movement 
could cause labour competition between 
areas. The higher wages offered in certain 
areas could cause an increased supply 
to that area and a corresponding shortage 
elsewhere. 

The Labour Bureau system attempted 
to control the jobs and the area to 
which a worker could go. Of course the 
system was not totally efficient and 
there were many complaints from capital- 
ists who always wanted more and better 
systems. However, no other capitalist 
country has been able to develop such a 
system of control and allocation. 

A crucial question faced by capitalism was 
the cost of labour. We need to examine 
the direct and indirect costs to Capital and 
the State of such a large scale move- 
ment of people into cities. 



: I Economic effects of urbanisation 
The size of a modern city and the technol- 
ogy that goes with it impose certain 
economic costs. Economic resources that 

? could be used to further increase the 
private profits of capitalists, have to be di- 
verted to meet the social needs that are 
generated by a large city. 

Some examples will make this clear- 
er. Let us take roads. A modern city has a 
heavy flow of traffic. To carry such a 
flow requires tarred roads. Without these, 
traffic would come to a standstill every 
time it rained and when it was dry, the 
dust would be unbearable. 

Heating and cooking is another exam- 
ple. The size of a modern city requires 
a clean form of energy, namely electricity. 
Anyone who doesn't understand, need 
only look at Soweto in winter, to see what 
happens when dirty energy such as coal 
is used. Such smog and fumes are 
unhealthy and they interfere with mod- 
ern electrical technology and machinery. 

d 

Sewerage systems are another exam- 
ple. The large volumes of sewerage that 
have to be moved, make it more and 
more expensive to do this by road. It is 

they take up space and are not as efficient 
as a piped system. In any event, there 
is a real health hazard arising from both a 
poor sewerage and drainage system. 

Such basic! needs require the expendi- 
ture of money. Because the construc- 
tion of such infrytructure is so large a 
project, and-becdse it has to be shared 
socially, it is usually some form of govern- 
ment (central, provincial or local) that 
builds and maintains such an infrastruc- 
ture. To finance and build this infra- 
structure means that the governments 
financial resources have to be diverted 
from other uses. Taxation and loans to 
government are used to finance such 
construction. 

The moveflent of people into the 
cities had to be carefully controlled be- 
cause if that were not done, it would 
cause serious financial pressures on the 
capitalist state, This cost would have af- 
fected the ability of the state to assist the 
development of the infrastructure 
(physical and financial etc.) which was so 
important to capitalism. In addition, 
such concentrations of people deprived of 
the vote and-of'facilities would lead to 
a serious and dangerous situation. This 

easier to do this through a piped sewer- was a real dangerand it became clear .Edenvale shanty 

age system. Septic tanks are not an entire- in the rising'political militancy of the township before its 
removal to 

ly satisfactorv answer in a citv because 1950's. Themhinn 



- Apartheid I cities 

It was these pressures arising from 
urbanisation and industrialisation which 
capital and the Apartheid State had to 
come to grips with. The National Party 
government began to address this prob- 
lem by the passing of various urban areas 
laws (including the Group Areas Act). 

Chapter 3 

The laws segregated the urban areas into 
the white cities and the black town- 
ships. These townships were cheap com- 
pared to what would have had to be 
spent on proper cities. Roads were not 
tarred, electricity was not supplied, 
sewerage systems were primitive, no 
recreation other than beer halls was 
provided and education and health expen- 
diture was kept to a minimum. The 

2gregating the Cities , ' beer halls were used to help finance the 

I 
l 

I townships and to make them profitable. I People were not allowed to brew their 
I own beer or to purchase "white" 

liquor. 

It took some years to implement 
these laws in the urban areas. People were 
physically removed from areas and their 
old houses destroyed. Millions of people 
were subject to the horror of forced re- 
moval. There was resistance and great bit- 
terness. The National Party realised 
that the destruction of established and 
united communities also helped break 
up political organisation. 

New security laws were introduced 
and the police force and the army 
strengthened. Resistance, however, con- 
tinued and grew throughout the 1950s un- 
der a more radical leadership of the 
Congress Alliance* and of some smaller 

- organisations. In 1960 the state banned 
and jailed thousands of people and then 
banned the ANC and PAC. 

9 - . S  I The movements of people shown in these two urban areas show 
* *- 

Actually many people came here to 
KwaMashu (from Cato Manor) but many of 
them were not very quick to adjust them- 
selves to this life .... Because there were so 
many laws to deal with now, in a some- 
body's four-roomed .... They said, "Ugh, life 
here! Because there is somebody who is 
on our shoulders. It shows that this is not your 
land, this is not your house, you never paid 
a thing over it, you just pay rent." 

just how significantly residential areas were. rearranged by apartheid. 
Regrettably these were not the only areas affected - there were 
many more. 

L 

Richmond Farm l Kwa Mashif 
New Germany 

G l l l ~ t se  

DURBAN AREA 
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I 

Assistance to white 
farmers at first 
increases the num- 
ber of farms and 
reduces their aver- 
age size. But 
from about 1948, 
the pressures of 
capitalist agriculture 
reduce the num- 
ber of farms and in- 
crease their 
average size. 

Table 23 

Development of Cap- 
italist Agriculture 
White farmers had long been assisted by 
the State in developing the productive 
capacity of the land. The main forms of 
assistance were low interest loans and 
credit provided by the Land Bank andzthe 
development in the 1930's of the Agri- 
cultural Marketing Boards to stabilise agri- 
cultural prices. Apartheid policies 
assisted white agriculture by ensuring a 
cheap supply of labour despite the 
growing competition from industrial em- 
ployment in the urban areas. 

This assistance was of great benefit to 
white agriculture at the expense of 
black agriculture. These policies also re- 
sulted in a white agricultural sector that 
had large amounts of land available to it, 
low interest loans for purchasing ma- 
chinery and a supply of cheap labour. The 
price support systems" protected farm- 
ers against price fluctuations. This encour- 
aged heavy use of the land which 
threatened its fertility. Over time this re- 

I Subsidies to white agriculture l 
Between 1910-1936 
9 white farmers received R224 M in 
State subsidies 
@ black farmers received R1,25 M. 

quired increased use of fertilisers and 
more and more advanced farming tech- 
niques. This in itself gave rise to a 
growing concentration of land into the 
hands of more effective capitalist farm- 
ers. To compete_ amongst themselves, they 
developed even more advanced tech- 
niques and used more machinery. Increas- 
ingly agriculture became an area of 
large-scale capitalist production. Smaller 
farmers experienced serious economic 
problems and generally the sector pro- 
vided less employment than 
before. 

.%gricultural control boards 
Banana Board 12. 
Canning Fruit Board 13. 
Chicon. Board 11. 
Citrus Board 15. 
Cotton Board 16. 
Dairy Board E. 
Deciduous Fruit Board 18. 
Dry Bean Board 19. 
Dried Fruit Board 20. 
Egg Board 21. 
Karakul Board, 

Lucerne Seed Board 
lfaize Board . 
hfeat Board 
lfohair Board 
Oilseeds Board 
Potato Board 
Rooibos Tea Board 
Tobacco Board 
U-heat Board 
U'ool Board 



I 
The State played a major role in as&- 
ing manufacturing development and the 
growth of capitalist agriculture. This 
was done by developing the basic infra- 
structure needed by these sectors. This 
was done through the parastatals*. The 
State-owned railways and harbours, 

pliers, kept their prices stable and low. 
?'he State had the resources to develop 
the parastatals since apartheid policies 
removed the need to develop a social in- 
frastructure both in the urban and =- 

any parastatals now operate as public 
orporations. This means they are meant. 
0 operate according to profit criteria. 
Ome key parastatals such as SATS and 
e Department of Posts and Telecom- 

i 
! 
: 
b 

h 

a 

.l 

1 

l 

i 



Apartheid and Economic Growth 

The legislation listed below are only the main Acts passed. They are not 
all the Acts or Regulations. All of them were either racially based or took 
away civil liberties. The economic growth rates listed are in real terms i.e. 
after inflation. These rates of growth over such a long period are probably 
unique for a capitalist country. The conclusion seems obvious. 

Year Major Apartheid Legislation Real Growth 

1949 Prohibition of Mixed Marriages Act 2,6% 

1950 Group Areas Act 6,1% 
Population Registration Act 
Immorality Amendment Act 
Suppression of Communism Act 

1951 Bantu Authorities Act 4,8% 
Separate Representation of Voters Bill 

1952 Natives Labour Regulation Amendment Act 3,6% 
Natives (Abolition of Passes and Coordination 
of Documents Act) 

1953 Criminal Law Amendment Act 4,896 
Public Safety Act 
Bantu Education Act 
Native Labour (Settlement of Disputes Act) 

1956 Industrial Conciliation Act amended 5,4% 
Riotous Assem blies Act 

1957 Natives Laws Amendment Act 3,7% 

1959 Promotion of Bantu Self- Government Act 4,2% 
Extension of University Education Act 

1962 Sabotage Act 5,676 
General Laws Amendment Act 

1963 90 Day Detentions 3,9% 
Transkei Constitution Act 

1964 Bantu Labour Act 10,9% 

1967 Terrorism Act 6,9% 

1970 Bantu Homelands Citizenship Act 5,2% 

1971 Bantu Homelands Constitution Act 5,4% 
1 Table 24 I 



Chapter 4 
Problems for Apartheid 
Capitalism 

During the 1950's the basic apartheid structures were laid in place. In the 1960's 
these were strengthened and a high rate of economic growth was achieved. In 
this chapter we will look at problems that began to emerge and which led to in- 
creasing political problems for the Apartheid State. Both in the reserves - 
now called Bantustans by the regime - and in urban areas, economic deteriora- 
tion led to increased political organisation and opposition. The State respond- 
ed by developing its security forces which had certain effects on the economy. 
Inflation became a more serious problem. The chapter will look at both these 
developments. 
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The dumping grounds 
The migrant labour system was based on 
the controlled movement of labour out 
of the reserves. The development of this 
system was accompanied by the total 
neglect of infrastructural development in 
the reserves. By the 1970s however the 
levels of growth of the 1960s could not be 
sustained. Unemployment grew rapidly. 
The reserves now took on a different func- 
tion - that of dumping grounds for the 
thousands of unemployed, the old and the 
sick. 

During the 1960's and 1970's, 
apartheid's forced-removal policies 

i moved more people into these areas. Pop- 

This circular was 
sent from J.P. , 

Dodds, Secretary 
for Bantu Adminis- 
tration and Devel- 
opment on 12 
December l967 
to all its offices. . ,, 

SETTLING OF NON-PRODUCTIVE 
BANTU RESIDENT IN EUROPEAN 
AREAS, IN THE HOMELANDS 
1. It is accepted Government policy 
that the Bantu are only temporarily 
resident in the European areas of the 
Republic, for as long as they offer 
their labour there. As soon as they 
become, fop some reason or an- 
other, no longer fit for work or su- 
perfluous in the labour market, they 
are expected to return to their coun- 
try of origin or the territory of the 
national unit where they fit in ethni- 
cally if they were not born and bred 
in the homeland. 

ulation pressure began to increase but, 
production of food within the reserves did 
not. Neither was this fall in production 
compensated for by an increase in money 
wages. 

A rising population, limited land avail- 
able to the large population in the rural 
areas, a lack of agricultural equipment and 
of basic infrastructure, all began to 
cause serious problems. The land rapidly 
became less useful for crops and for the 
keeping of cattle., More and more people 
were simply relocated on barren and 
unproductive strips of land. 
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- I Bantustans 
The National Party was not unaware of 
these problems. Commissions such as 
the Tomlinson Commission had, as early 
as the 1950s, reported on these prob- 
lems extensively. Out of these problems 
and the recommendations of some of 
these commisions , the B ANTUSTAN 
POLICIES came to be shaped. The 
whole of the country was to be divided 
into white and black areas and the lat- 
ter were further divided by "tribal" and 
ethnic divisions. The regime was clearly 
concerned about the lack of political rights 
for the majority and it knew that this 
was a question which had to be answered. 
The answer which the ruling classes 
evolved; was the idea of ethnic representa- 

tion in the bantustans - the barren 
wastelands where workers families were 
now being dumped. 

The breaking up of South Africa into 
these Bantustans attempted to deal with 
a number of problems. 

@ It had the political intention of di- 
viding the oppressed, which as we will see 
did not succeed. 

O The formation of the Bantustans cre- 
ated a whole strata of administrators 
and politicians whose jobs depended on 
the existence and growth of the 
Bantustans. In this way the State hoped to 
create political allies for its policies. 
However, this did not work as well as the 
Nationalists had hoped and the 
Bantustan governments generally relied 
heavily on the South African State to 
support and protect them. 
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A.  new factory in a 
decentralised 
area provides jobs 
for workers at 
very low wages. 

Workers wait in vain outside a Bantustan 
labour bureau 

Toilets a t  Waaihoek awalt the arrival of peo- 
~ l e  removed from the Weenen area 

It allowed for a relocation of 
labour, especially the unemployed. This 
was not easy to do and in order to deal 
with this problem the decentralisation 
policies of the State were developed. 
These were designed to locate jobs on the 
borders of the Bantustans. However, 
the policy proved expensive and not very 
effective in creating jobs. 

@ The Bantustans were used to deny 
political rights to blacks living in urban 
areas and white areas. This reinforced and 
retained white minority power in the 
urban and white agricultural areas where 
South Africa's productive capacity and 
wealth really lay. 

However, the Bantustan policy has 
had to be forcefully imposed upon people. 
The reasons for this lie in the poverty 
of these areas and the inability of the 
State to develop them economically. It 
was, therefore, very clear to people that 
they were being forced out of -the eco- 
nomically viable areas and being denied 
rights in these areas. No amount of propa- 
ganda could solve this problem. As a 
result people were not persuaded by tribal 
and ethnic politics and continued to 
unite against the Bantustan policy. 

Certain Bantustan leaders claimed 
that the Bantustans could be used to fight 
apartheid from within its own struc- 
tures. Such hopes cannot be successfully 
fulfilled because the poverty stricken 
areas they govern offer no real base to 
challenge the apartheid regime. Since 
these bantustan governments cannot solve 
the problems of the people without 
Pretoria's help, they rely on Pretoria to 

- suppress any opposition to themselves. I 
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( Urban problems 
The high rate of economic growth in k?50 - 1980 
the 1960's and the expansion of the manu- 
facturing and commercial sectors pro- %. 
vided more jobs in the urban areas. 

V1 
People, leaving the poverty stricken 24 p - 
areas of the homelands, moved into the 2 
urban areas. 

Apartheid clearly divided the urban 
areas. In black areas large new town- 
ships were developed. However, they 
were cheap townships without the basic 
infrastructure to provide for a decent life. 
In the white areas, a high proportion of 
the wealth was spent on building modem, 3 

5 -. 
beautiful and clean cities. In white resi- +---- _-C-- 

dential areas money was spent on building 
luxurious houses and buying a wide 
range of expensive cars. 

But in the townships the rising infla- 
tion that started in the 19703, meant that 
workers real wages were now falling 
rapidly. These pressures led to strike ac- 
tion by workers and their organisation 
into trade unions once again. The signs of 
the problems to come were rapidly be- 
ginning to appear. 

The very much larger student popula- 
tion and the inadequate provision of 
schools also came to the fore. The deep 

and growing discontent of students sud- GDP has grown 
denly burst into the open, especially. much faster in real 

when the state blindly tried to force its terms than em- 
ployment 

policies onto them. An explosion oc- 
curred in 1976 which has continued from 
1976 to the present day. 

So, once again, mass resistance and 
organisation began to gray in the very . 

townships that had been one of the means 
of crushing organisations in the 1950s. 



One of the effects of destabilisation - Maputo 
harbour is running at 16% of the 1973 volume, 
due partly to South Africa's boycott of it. 

The rise of the military 
The growing political instability, the in- 
ternational hostility towards apartheid and 
the increasing success of liberation 
movements in Southern Africa, all turned 
the regime's attention to its military 
power. 

From the mid-seventies the apartheid 
regime was particularly concerned with re- 
sistance from outside South Africa's 
borders. It has continuously explained 
armed attacks as the work of agitators 
and "terrorists" from outside. And because 
of its fear of the changes taking place in 
Angola, Mozambique and Zimbabwe, it 
has often attacked them with total dis- 
regard for the rights of those countries 
and even of world opinion. 

The policy of destabilisation l 
The ruling classes in South Africa actively 
supported the Smith regime in 
Zimbabwe and the Portuguese colonial re- 
gime in Mozambique and Angola. Yet 
despite South African assistance, all these 
regimes were replaced with govern- 
ments led by national liberation move- 
ments. The South African regime, faced 
with the threat of ANC base areas close 
to its borders, again went on the offen- 
sive. It began attacks on the economies of 
the surrounding states. The aim of such 
destabilisation is to forcefully persuade the 
surrounding countries not to be a base 
area for the ANC. 

Such a destabilisation policy, howev- 
er, required South Africa to build a heav- 
ily armed and equipped army. There 
were two reasons for this: 
First, the state now prepared to attack 
the countries bordering on South Africa. 
It was no longer enough simply to fight 
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off the gue;illa attacks of the ANC. 
Second, in order to seriously damage 

the economies of these neighbouring coun- 
tries, it became necessary to have an 
airforce for the purposes of bombing. The 
SADF also began raids deep into these 
countries to destroy their infrastructure 
and disrupt their economies. For this 
they needed armoured vehicles and other 
transportation equipment. In addition 
South Africa has increasingly armed and 
supplied reactionary movements in An- 
gola, Zimbabwe, Mozambique, Lesotho 
and other countries. In a few cases they 
have succeeded 'in changing the govern- 
ments of other countries but mostly 
they have had to continue to finance long, 
expensive and futile wars. 

Economic effects of the military 

However, this strategy was expensive in a 
number of ways that are not always ob- 
vious. The arms embargo or boycott of 
South Africa meant that South Africa 
had to develop and manufacture its own 

I heavy military equipment. This directed 
a large part of the governments tax rev- 
enue into military expenditures and 
away from expenditure on housing, educa- 
tion and the things which are necessary 
for any stable and humane society. 

This expenditure began to reshape 
production in the economy. A large part 
of the metal and engineering industry 
turned its production toward military 
equipment. Government was a better 
and more stable customer than the private 
sector*. Ordinary consumers cannot 
buy ratels, hippos and Impala jets. They 
can only buy stoves, beds, fridges, 
washing-machines, TV's and all the other 
things that the metal and engineering 
industry could have made instead of mili- 
tary equipment. 

The effect of this was that a smaller. 
part of production now ,went toward 
supplying consumer goods. The situation 
was made worse 'by the fact that the de- 
velopment of arms and its related indus- 
tries improved profits and created jobs 
mainly for skilled white workers. ,This re- 
sulted in improved conditions for white 
workers. Consumer goods production was 
directed at the affluent white market. 
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Profits were made by charging higher 
prices on a smaller number of goods 
sold to an affluent market. High profits 
and high white wages meant that these 
higher prices could'be charged without re- 
ducing the total sales revenue*. The 
products themselves became more sophis- 
ticated to meet the needs of this afflu- 
ent white market, this was particularly 
true of consumer durables*. This in 
turn meant more sophisticated technology 
in production. Such technology was 
usually labour saving leading to reduced 
employment. 

H 

The effect of this was a manufacturing 
sector based on a limited but affluent 
market and using advanced technology. In 

Table 29 

These figures are 
after the build-up of . 
the military in the 
1970's. They mark a 
considerable 
change in the eco- 
nomic structure 
of the country. 
For a country 
with South Africa's 
social problems, 
spending the same 
proportion on 
defence as France 
is not a hopeful 
sign. 

these circumstances it was easier for 
monopolies in manufacturing to raise 
prices in order to increase their profit- 
ability. 

Taken together the effect of these de- 
velopments in manufacturing was to gen- 
erate inflation, introduce labour saving 
technology and deny the black working 
class any access to consumer durables. 

It was not military expenditure alone 
that caused these economic effects. 
Other forces were working in the same di- 
rection. However, it is important to un- 
derstand that apartheid's military machine 
played a very large part in  twisting and 
distorting our productive capacity in fa- 
vour of the wealthy and against the 
needs of the poor. 
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I The inflationary spiral 
The 1970's saw a rapid increase in the rate 
of inflation. A gradual rise in prices 
had started in the last years of the 1960's. 
A number of things had caused this. 
However, like many countries in the 
world, South Africa was also hit by an 
inflationary shock caused by the very large 
increases in the oil price in 1973. 
Thereafter prices continued to rise in an 
ever upward spiral. 

Continuous inflation causes very serious 
difficulties to an economy. The problem 
is the way in which one price increase 
leads to another - the spiral effect. 
We need to try and understand this pro- 
cess. When inflation significantly in- 
creased it affected the prices of goods and 
services provided by parastatals*. This 
effect on the parastatals became a major 
cause of the inflationary spiral that fol- 
lowed. If one looks at the economic loca- 
tion of the parastatals it can be seen 
that they produce some of the most basic 
products and services required by all 
producers in the economy. Because the 
parastatals are not ordinary capitalist 
enterprises, they cannot respond as other 
monopolies would - which is to immedi- 
ately raise their own prices so as to pro- 
tect their rate of profit. 

In many cases new prices have to be an- 
nounced in parliament and because 
such basic products are involved, the gov- 
ernment is also aware of the wider po- 
litical implications of raising the prices of 
such products. The higher the rate of 
inflation the more serious the problem be- 
comes. If prices are not raised then the 
costs will rise above income earned and 
this difference or deficit will have to be 
financed either by the government or 
through increased borrowing. Clearly 
parastatals cannot be allowed to go bank- 
rupt, because of the serious effect that 
would have on the economy as a whole. 

This tends to delay price increases in 
parastatals. However because inflation is 
continuing, when price increases are 
made, they tend to be fairly large. This 
sends a further shock of price increases 
through the economic system. 

It is mainly the monopolies that carry 
the shock rapidly through the economic 
system. Inflation causes their costs of 

46 

production to rise. Big jumps in the costs 
of production take place when the 
parastatals increase their prices. However, 
monopolies have control over the mar- 
kets in which they sell. In order to keep 
the same level of profits, or even to in- 
crease it, they raise their prices when the 
costs of production rise. This of course 
only increases the rate of inflation further 
without affecting the monopolies 'seri- 
ously. 

The effects of inflation 

Those more seriously affected, are small 
businesses that cannot easily raise their 
prices because of competition. But, more 
iniportant is the suffering of workers 
who have to pay higher prices for every- 
thing. The real value of their wages in 
terms of what those wages can actually 
buy, starts to fall. Only well organised 

*% 

and militant unions can protect themselves -' 
through wage bargaining and other 
campaigns. 

'-AM, p& ifid& 198D=(ce) 

Table 30 
The 1973 oil shock is clearly visible in this graph 
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Table 31 

Average wage in- 
creases have not 
kept pace with 
the rate of inflation 
over the last few 
years 

The result is both rising inflation and 
an increase in unemployment. Price rises 
continue because the monopolies and 
parastatals keep adding new rounds of 
price increases. As we shall see the 
State puts money into the hands of the 
wealthy who can pay the higher prices 
required. This continues the inflationary 
process. Alongside this unemployment 
increases because more young people are 
looking for jobs. These jobs are not 
available because more employment is be- 
ing concentrated in the monopolies 
which use labour saving technology and by 
doing so can reduce the levels of em- 
ployment. Inflation is squeezing smaller 
companies into bankruptcy so there too 

job opportunities are lost. 
Inflation and unemployment develop 

side by side as ever increasing problems. 
However, they are problems for the 
working class and not for the large capital- 
ists who easily survive the pressures of 
inflation. 

In this chapter we have looked at the 
major problems that emerged in the po- 
litical economy during the 1970s. What is 
significant is that these problems oc- 
curred in those very areas that had helped 
capitalism to expand so rapidly. 

The poverty-stricken bantustans were a 
legacy of the migrant labour system. 
The politically unstable urban areas were 
a legacy of apartheid policies. The 
parastatals had helped capitalist develop- 
ment through providing an infrastruc- 
ture and stabilising prices but they now 
became a major cause of inflation. The 
military machine that had been developed 
to impose and defend the apartheid 
policies had contributed to serious eco- 
nomic problems that in turn led to in- 
creased political instability. 

The wealthy and most whites did not 
really experience these problems. Profits 
were high, white wages were high and 
the political unrest occurred mainly in the 
townships. It was the poor who exper- 
ienced inflation, unemployment and pov- 
erty. 
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A political, economic and social 
crisis 

The problems we have looked at in the previous chapter are now so serious 
that they can be described as a crisis. In this chapter we will try to explain what 
is meant by the crisis. We will try to understand how it is related to the prob- 
lems which the ruling classes are attempting to solve. The State has a difficult 
job to do if it wants to protect the interests of the ruling class. In this chapter 
we will see whether it can. To do that we will look at where and how it gets its 
revenue and what the problems are even there. Without an adequate revenue 
the State has even greater difficulties in carrying out its political policies. 

Can Big Capital help the State out of its financial and political crisis? We 
will also try to see whether that is possible in this and the following chapters. 



By the end of the 1970's the problems that 
we have been looking at were becoming 
more serious. Previous state policy had re- 
lied mainly on repression as the apart- 
heid system became more rigorous. 
However, now more voices within the 
ranks of government and big business - 
faced with the growing problems - 
were saying that apartheid would have to 
be reformed. They were concerned with 
the possible effects of repression and the 
resistance to it, because it was begin- 
ning to seriously affect business 
confidence. 

It is never easy for a capitalist state to 
adjust to a crisis. This is because of the 
nature of capitalism itself. Capitalism is 
not a system that stands still. The 
search for profit is always driving it for- 
ward. However, not all capitalists will 
agree on particular directions the political 
economy takes. Capitalists all support 
capitalism but within capitalism they are in 
fierce competition with each other. So 
different groups of capitalists will favour 
directions that suit their competitive 
needs. 
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In addition, therefore, to dealing with 
the overall crisis, a capitalist state has to 
deal with the political problems created 
by the differing viewpoints within the cap- 
italists themselves. This always makes it 
very difficult for a capitalist state to carry 
out reforms in the system. The position 
in South Africa was and is no different. 

The moves to some kind of reform 
first showed in the Wiehahn reports which 
proposed the acceptance of black trade 
unions. Although there was a clear inten- 
tion on the part of the gctvernrnent to 
keep controls over these trade unions, the 
militancy and organisation of these 
unions soon made these controls 
ineffective. 

In the urban areas, there was a great 
deal of unrest and dissent. The ruling 
class attempted to create divisions be- 
tween the voteless and oppressed peo- 
ples. They wished to incorporate so-called 
coloureds and indians into separate 
structures, linked in a subordinate rela- 
tionship with the white parliament. 

This attempt has proved a dismal fail- 
ure. The Tricameral Constitution only 
served to worsen the political crisis by 
uniting opposition around it. A whole 
range of organisations grew out of this op- 
position of which the UDF and the NF 
were the larger ones. 
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However, even more serious prob- 
lems were in store for the State. It re- 
mained committed to the Bantustan 
policies, but was being forced to deal with 

the urban problem. Large squatter settle- 
ments were emerging in most cities, 
some very close to the city centre and 
white residential areas. Housing was in- 
adequate and the maintenance of the 
townships was starting to cost a great 
deal of money. The State - desperate to 
remove these pressing problems from 
its direct responsibility - was forced to 
acknowledge the permanent urban exis- 
tence of black people. 

APARTHEID'S HOUSING POLICIES AND THE RESULT 

1987 - The  State itself admits a shortage of 800  000  houses 

Control of  housing han- 
ded back to Local Gov- 

ernment / 
HOUSING SHORTAGE 1983 /Sale' of 500  000  houses, many  of 

/ which were 40 years old 

Freeze on  all family housing 
for blacks outside Bantustans 

Urban Housing physically destroyed: 
- District 6, Block AK, North End and many 

others 

townships built - KwaMashu, Umlazi, 
Soweto and others 

so  art he id segregation starts 

Party centralises control of black urban 
housing 

Municipal control of black urban llousing 'Townships 
are built and their cost t o  be recovered in 40 years. 
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POPULATION (estimated) March 1985 'L 

I t  Whit- I .  . Urban explosion 
The system of Black Local Authorities 
was now introduced as an attempt to 

, . -  i ' l l ~ :  I transfer power in the townships.-~ut the 
, . I 

hillions 6 4 :: ;. - '  - . a 1 

b 4 5 '  % ! ' A  I 1 2  112 I ,lS ' 118 ' 
: HOUSING.STOCK (in suburban areas) March 1985 
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uselessness and greed of those willing to 
serve on these councils soon showed. They 
simply could not deal with the basic 
needs of the townships because of the to- 
tally inadequate resources and funds 
available to them. And when they tried to 
increase rentals, this resulted in a mas- 
sive backlash against the payment of any 
rentals at all. 

The resulting chaos in township life 
gave rise to great surges of popular re- 
sistance which were led, in the main, by 
the youth. They attempted to link these 
struggles to questions around education 
and the ruling class reacted by sending 
the army into the townships. The army 
now turned inwards, to defend the sys- 
tem of apartheid which was now under se- 
rious attack from within the heart of 
the countrv itself. 



We can see from all this that the 
State had attempted political reforms, but 
it was helpless without an economic 
base to support it. Reforms, therefore, 
only served to build and renew the 
strength of resistance. 

Why was the State unable to support 
its political reform policies with higher lev- 
els of economic development in the 
country as a whole? To answer this let us 
once again look at the State itself. 

>*The Fiscal Crisis of the 
State 
The Apartheid State, as we have seen, 
was the moving force of capitalist devel- 
opment, a development which mainly 
benefited big capital, white agriculture 
and white workers. However, this state 
also had to administer the.growing 
problems of apartheid capitalism. This 
presented serious fiscal* problems for 
the state. To understand these fiscal prob- 
lems better, let us look more closely at 
the income of the apartheid state. 

/ Government income 
( Taxation 

Taxation is one of the most important 
sources of income for the state. Tax can 
take many different forms but the most 
important distinctions are: 

Direct tax - this is income tax col- 
lected mostly through the PAYE system 
from workers and through the tax on com- 
pany profits. 

Indirect tax - this is a tax on expen- 
diture and is therefore only indirectly a 
tax on earnings or income. GST is at 
present the most important form of this 
in South Africa. 

Tariffs .and duties - these are also 
indirect forms of tax. A tariff is the tax 
charged on imported goods and ser- 
vices, while duties are a form of tax on 
items such as alcohol and cigarettes. 

Other taxes could be imposed. One 
example is a tax on wealth which, here 
in South Africa, is only really imposed 
when people die. 

1 Table 32 

52 

l 

1 

CONTRlBUTlON OF MAIN 
SOURCES OF REVENUE TO 

'AI. COLLE 
Income tax on 
lncome tax on 
Income tax on 
Excise duty 
Customs duty  
Sales tax 
Other income 

CTlONS 
individuals 
cornpanis 
gold mines 



The government can also borrow mon- 
ey. That is, it can obtain loans. The gov- 
ernment can borrow money from tax 

. payers by means of what are called loan 
levies. Government can also borrow in 
the capital market* in the same way as - 

any other company. Loans can also be 
obtained from foreign banks and there are 
special loans available througfi the In- 
ternational Monetary Fund (IMF)* and as- 
sociated institutions. 

Table 33 
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Printing money 

Lastly, the government can also borrow 
money through the Reserve Bank. In this 
way, it can increase the total supply of 
money in the whole economy. This is usu- 
ally called "printing money". This can 
be done because our monetary system 
works on the confidence of businessmen 
and ordinary people. We see this confi- 
dence working daily in bank cheques 
which are promises to pay. A cheque 
could be converted into rands and 
cents. 

In practice, however, people usually 
deposit the cheque into their own bank or 
building society account not bothering 
to draw cash. The result is that the 
amount of money held in bank ac- 
counts, is greater than the amount of rand 
notes and coins available at any one 
time. Banks also provide overdrafts to 
businesses, which allows these 
businesses to draw more money out of a 
bank than they actually have. In this 
way they are effectively increasing the 
supply of money in the economy. How- 
ever, banks have to be careful about how 
they act, because all these transactions 
are based on confidence and are regulated 
by banking laws. 

We do not really have to look in detail 
at the complex limits set for this. What 
is useful for us to know, is that one of the 
limits set on bank lending is the amount 
of 1 .0 .U . '~  from the government that the 
banks themselves hold. The more the 
government issues I.O.U.'s, the more the 
banks hold and can therefore increase 
the cheque money in the system. So when 
government starts giving out certain 
types of 1.0.U.'~ to the banks the money 
supply increases. That is why this form 
of government borrowing is called "print- 
ing money". 

Faced by rising State expenditure, the 
government has to increase either its in- 

Sale of services come or decrease expenditure. The prob- 
lem it faces is that it cannot decrease its 

In addition, the government can raise expenditure without seriously affecting its 
income by selling goods and services. military budget, the costs of the politi- 
These could include rents and other ser- cal structures of apartheid, the Tricameral 
vices. Also, the parastatals which supply and Bantustans systems, and its many 
electricity, transport, and other ser- administration expenses. Could the State 
vices, add to the state's overall income overcome the problem by raising its 
when they make profits. income? 



l Problems in raising income 

Let us look at each of the above four 
types of government income. 

Increases in both direct and indirect 
forms of taxation are a bigger and big- 
ger problem for this government. White 
voters and companies are resisting in- 
creased tax. Such increases are a sign that 
the government is in trouble. In taxing 
companies more, the government fears 
that this will stop companies from in- 
vesting more money in business. Even if 
this may not be the case, capitalists of- 
ten use this as a threat so as to prevent 
government from raising taxes. ' 

A further increase in GST, (which 
has already risen from 4% to 12%) 
would also have its problems. The govern- 
ment understands that an increase in ' 

GST could spark off a mass campaign 
against taxation. It is indirect taxation, 
such as GST, that affects workers and the 
poor more heavily than does income 
tax. Such tax increases will add fuel to the 
fires of political resistance. 

Tariffs also do not offer the hope of 
any additional income. The falling value 
of the Rand has already made imports 
very expensive. To increase the price of 
imports further through higher tariffs, is 
inflationary. 

New taxes - such as a wealth tax - 
could possibly be introduced. However, 
again the government is reluctant to tax its 
supporters and reluctant to openly ad- 
mit that it has a very serious fiscal crisis. 

. . 

Table 34 
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The government is no longer able to bor- 
row money as it did. When the govern- 
ment tries to borrow money in South 
Africa, it faces a problem because there 
is just not enough money to borrow at the 
present. If the government, which 
needs a lot of money anyway, starts to 
borrow very large amounts of money 
from this limited pool of available money, 
then there is very little left for anyone 
else. Interest rates will rise, because of 
this shortage of money. 

High interest rates are a problem. They 
reduce new investment in factories 
which could create jobs and encourage in- 
vestment in high interest financial 
assets. 

Because of these problems, the gov- 
ernment started borrowing money from 
overseas. Such borrowing became very 
heavy from the mid-seventies. Here two 

"Never mind his growth, how are you going to feecl him? 

mistakes were made by government: 
The first was that it believed that it 

would easily be able to repay such 
loans. As a result, short term loans were 
made on the basis that these could be 
repaidwithin a few years. This meant a 
heavy burden of repayments just when 
the countrys fiscal probiems were getting 
worse. 

In addition, the ruling clasies did not 
foresee the serious political problems 
that -they were heading for. As these got 
worse, many people - and their money 
- startedto leave the country for both 
political and economic reasons. The val- 
ue of the Rand began to fall and because 
interest on loans had to be repaid in 
foreign currency, the government had to 
use more and more rands t o  repay its 
debt. To do that, it had to use up valuable 
foreign exchange. Eventually, in 1985, 
the foreign exchange crisis forced the gov- 
ernment into refusing to pay its due 
debts and to delay repayment of others. 
When it did this, it had even more diffi- 
culty in borrowing new money. 

Political problems had also from 1983 
closed off other very important sources of 
international borrowing such as that 
from the International Monetary Fund 
(IMF). . 

Printing money 

The "printing money" solution seems like a 
magical formula to solve the problem. 
However, it too has its problems. 

More money is made available to the 
State. But this greater amount of money 
does not necessarily encourage other 
parts of the economy to produce more 
products, create more jobs or pay high- 
er wages. What happens, therefore, is a 
form of uneven growth, which puts 
money into certain kinds of economic ac- 
tivity but, which does not stimulate the 
whole economy. Those sectors of the 
economy where money is available, can 
pay the higher prices demanded. In other 
words, the available goods are sold at 
higher prices. But, more importantly, 
more jobs are not being created. For 
these reasons the printing of money at the 
present time, can only add to the prob- 
lems of inflation and will not solve the 
problems of the capitalist econgmy . 
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Barriers to solving the 
fiscal crisis 
This situation where the State has to in- 
crease its expenditure but cannot in- 
crease its income without causing serious 
inflationary problems, is called a fiscal 
crisis. Such a fiscal crisis is not peculiar to 
South Africa alone. Many capitalist 
countries experienced similar problems 
after the relatively high rates of eco- 
nomic growth in the 1950's and 1960's. 
However, apartheid has shaped the fis- 
cal crisis in very important ways. 

Moreover, apartheid capitalism faces 
particular political barriers in solving this 
fiscal crisis. Some of these political bar- 
riers are: 

l 

0 The constant political instability of 
South Africa makes it very difficult for 
capitalists to make long term decisions 
about investment and production. This 

/ generates a loss of business confidence 

/ which is so important for capitalism's 
development. 

P ASSOCOM BUSINESS I !  

A880COM8s business conf ldence 
indicator (BCI) rose for the fourth 
consecutive month to 96,9 in April I 

! from 93,6 in March. I 

Businessmen measure their confidence 
carefully but a more realistic measure 
is the money leaving South Africa 

The racial political forms of control 
which have grown out of apartheid cap- 
italism have meant that a huge state bu- 
reaucracy has developed. There are any 
numbers of administration departments, 
ban tustan and Tricameral parliaments, 
city and black councillors. These are a 
heavy drain on the State's finances. The 
costs incurred in oiling the bureaucratic 
machinery of oppression are no longer 
small. 
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The state is forced to rely increasing- 
ly on naked repression to proceed with 
its reform initiatives. That repression is a 
costly and wasteful exercise. 

0 Apartheid has led to a large part of 
the South African population being de- 
nied participation in the economy. Cheap 
labour policies have resulted in blacks 
not having the income necessary to buy 
the goods and services'which the econo- 
my can produce. Rising unemployment 
and prices have worsened the situation. 
Thus the racially developed form of South 
African capitalism has itself limited its 
markets and hence not developed profit- 
able investment opportunities. This has 
led to a massive outflow of private capital. 

.The political turmoil which has re- 
sulted from the failures of the apartheid 
system, $as served only to worsen all 
these problems. 

All these political barriers mean the 
apartheid State will not be able to "re- 
form" itself; It will find it very'difficult 
- probably impossible - to go further 
than it has. It will constantly rely on re- 
pression and control and for that reason 
its reforms will remain meaningless. 



country-as a whole. If capitalism can de- 
velop the economy, increase the num- 
ber of jobs, it will be able td lessen. 

The next question we$k is whether big .resistance to the capitalist state and the 
capital can help the State in its reform system of capitalism itself. Rising income 
initiatives. It is true that big capital often and more taxes will lessen the State's 
criticises and even organises against cer- fiscal crisis. 
tain policies of the State. But a fundamen- To do this, further development of 
tal commitment to capitalism by the the manufacturing sector would be very 
State and capital remains. There are dif- , important; However if we look back at 
ferences about the tactics to be used how manufacturing developed we see cer- 
and the way these would 9ffect sections of tain barriers to its rapid growth'at 
the ruling class. present. 

Can big capital - the monopolies - 
help the State to carry out reforms? A 
key area is the ability of capital to create- 

,,Barriers to manufacturing sector 

Below are extracts from correspondehce between John Wil- 
' 

son, FCI President and P.W. Botha over the reimposition of 
the State of Emergency in June 1986. The correspondence South African manufacturing 
was drawn from the Financial Mail July 18,1986. has to compete with producers in the 

more developed capitalist economies in 
THE PRESIDENT AND 

money on the social services required - 

by the majority of South Africans. 



As a result of this, the manufacturing 
sector grew rapidly in the 1960's and early 

EMPLDYFICEJT IN  HE M~~~MFAWURIIJG % m ~  1yb-1yf; 
1970's. However, there were limits to 
this growth. The production of heavy ma- 16 - 
chinery, transport equipment and cer- 
tain chemicals in South Africa became 
very expensive. The reason for this was 
that the South African economy was not 
large enough to offer the economies of 
scale* which could be achieved in the de- 
veloped capitalist countries. At the 
same time, South Africa's import iubstitu- 

- 
tion policies meant a rise in the price of 
goods because, that policy required the 
protection of locally produced goods 
against the competition of lower priced 

less competitive on world markets. Fur- 

would be very expensive. 

The cheap labour trap 

Finally, as we have seen, the South Afri- 
can economy has been built on cheap 
labour. This has resulted in a situation 
where the great majority of the people 2 - 
of South Africa are poor, while a few are < 

very wealthy. As we saw in the previous 
section production of consumer goods 
and particularly consumer durables is di- 
rected mainly at an affluent market. 
The high prices of these products cannot Table 36 , 

be lowered because of the technology J 

used in producing them and because of in- 
flation. Expansion of a large consumer expensive in comparison to the incomes of Between 1982 and 

durable market is, therefore, only possible people and there will be no further ex- 1985, 1 15 000 
jobs were lost in 

if there is a dramatic increase in wages. pansion sales- the manufactur- 
However, the way in which capitalism The usual way in which capitalists ing sector - and 

works is its own barrier to such a high deal with higher wages is to use faster ma- these are the of- 
ficial figures. 

wage growth path. Capitalism is a system chinery SO that less labour time is spent 
of competition between capitalists. This producing each item of the product pro- 
is true no matter whether we are dealing duced: In this way higher wages are 
with a few giant monopolies or many paid and prices and profits are not affect- 
smaller companies. If there is a large in- ed as much. However, this process 
crease in wages then generally profits would only..increase retrenchment, cause . 
will fall. If they do not fall then prices more poverty and reduce the mm-iber of 
would have to rise. Both these possibili- people who could buy the product. 
ties are a problem to capital. If profits So we are left with the following pos- 
start to fall capitalists will export their sibilities. No one capitalist would risk a 
money and seek higher areas of profit. If high wage policy because of the fear of 
prices rise then the product will remain competition. They would only do this if 
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they could mechanise which would money wages then they are on a road to 
cause retrenchment. All capitalists togeth- nowhere. 
er  would not increase wages because it . It is also important to understand that 
would either reduce profits or increase the above reasoning also undercuts a 
prices both of which would restrict fur- common argument put forward by capital- 
ther expansion of sales. Higher wages ists and their supporters. This argument 
would in any event probably lead to is that wages should be kept low in order 
mechanisation and unemployment. to create jobs. Capitalists only under- 

In summary therefore, it is very un- take new investments when they can sell 
likely that South African capitalism would their product at a profit- As we have 
move to a high wage growth path. This seen it is low wages that are now a barrier 
is also a very important point for unions. to the expansion of sales. So low wages 
If they only concern themselves with by themselves will not create jobs. 

~ O V E R T T ~  W h 6 G  IN M k ~ b l (  SIE.IDLI5TRIES-IqB5. 

Q 
2 

Table 37 
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I Concentration and Centralisation 

( of Capital - Monopolies 

The power of monopolies in manufactur;. 
ing and elsewhere in the economy acts 
to further reduce job creation. These mo- 
nopolies have earned large profits. 
They have done this by rationalising* their 
production so as to cut costs. They 
have taken advantage of inflation to raise 
prices faster than wages and recently 
they have made very large profits in 
Rands because of the rate of exchange. 

But as we have seen profitable new 
growth areas to invest these profits are 
hard to find. The giant mining monopolies 
used their large profits to buy up other 

. smaller companies. This did not create 
jobs. In fact more often these takeovers 
destroyed jobs because, the larger com- 
panies could bring in expensive capital 
intensive technology. The result was that 
during the 1970's they began to system- 
atically disinvest from South Africa. Prof- 
its earned in South Africa were 
exported overseas to buy companies there. 

Instead of investing in factories and 
mines the large monopolies started to 
make financial investments on the stock 

exchange*. Insurance companies began to 
play a much more important role in the 
financial markets. This also did not create 
jobs but instead led to the building of 
large and expensive new offices for these 
companies. 

The majority of new factories opened 
were in the low wage, union-free 
bantustans and border areas. 

The result is that despite economic 
growth, South Africa has an enormous un- 
employed population. As we have seen, 
this figure has continued to grow and 
there is no hope of the numbers de- 
creasing. Some estimates even go as far as 
to say, that one person in five is al- - 

ready unemployed in many parts of the 
country. 

It is clear that the giant monopolies 
which control the South African econo- 
my are interested only in profit. For that 
reason, they cannot and will not expand 
their activities in such a way, so as to im- 
prove the social conditions in the 
bantustans and the townships. Because 
low incomes make the investment in in- 
frastructure unprofitable, monopolies will 
not develop this socially necessary infra- 
structure. 
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Capitalism in South Africa is in a .  
trap. Unemployment is growing because 
manufacturing cannot grow. And the 
poverty of the people caused by unem- 
ployment and low wages, are them- 
selves major factors in preventing a . 
capitalist expansion of manufacturing. 

The Balance of Pavments - - - -  . 

If the economy, and in particular the 
manufaituring sector, is to grow the bal- 
ance of payments (BOP) has to be con- 
sidered. .South Africa's BOP poses many 
problems for, it. Firstly South Africa is 
dependent upon exports and imports. As 
we have seen about 30%. of total pro- 
duction goes to exports. The exports are 
mainlv minerals and other raw materials 

- I.I 

whilst the imports are mainly mac 
transpoi-t equipment, hi-tech and 

South Africa's exports depend on 
world market conditions which are often 
unstable. However, if exports fall and 
South Africa earns less foreign exchange* 
then a cut back on imports will affect it 
seriously because the imports (being main- 
ly machinery and equipment) are need- 
ed for new investment. 

Secondly, the BOP is not only con- 
cerned with the export and import of 

are also movements of money or what 
are called capital movements. These are 
measured in the CAPITAL AC- 
COUNT. 

Thirdly, the BOP refers to changes in 
the gold and foreign exchange reserves. 
These reserves are held by the South 
African Reserve Bank. They consist of 

c+emicals. tional Monetary Fund. I 

THE BASICS OF THE BALANCE OF PAYMENTS 

EXPORTS OF GOODS IMPORTS OF GOODS 
AND SERVICES AND SERVICES 

, 

I 
CURRENT SUPPLY OF F O Y I G N  DEMAND FOR FOREIGN 

EXCHANGE BY 
SOUTH AFRICANS SOUTH AFRICANS 

INFLOW OF OUTFLOW OF SOUTH AFRICAN 
FaREIGN CAPITAL CAPITAL 

SUPPLY OF FOREIGN DEMAND FOR FOREIGN 
ACCOUNT/' '*'ITAL 3 EXCHANGE T o  SOUTH EXCHANGE BY 

AFRICANS SOUTH AFRICANS 

CHANGES IN IF  SUPPLY GREATER IF DEMAND GREATER THAN 
GOLD AND \ THAN DEMAND GOLD SUPPLY GOLD AND FOREIGN 

AND FOREIGN EXCHANGE EXCHANGE RESERVES WILL 
EXCHANGE 9 11 FALL RESERVES WILL RISE 
RESERVES 

L 

goods and services measured in what is 
called the CURRENT ACCOUNT. There 

foreign currency, (mainly US dollars) 
gold and accounts held with the Interna- 



X c ~ n o p i c  and political crises are re- 
flected in the BOP, mainly in the capital 

' 
account. In looking at the State's fiscal 
problems we saw that it has had to borrow 
heavily. However, in doing so it also . 

has to repay its loans. The burden of re- 
payment has increased greatly over the 
last few years. 

At the same time, however, for rea- 
sons that we have looked at, South Afri- 
can capitalists have been exporting their 
profits on a large scale. This has meant 
that on the capital account there has 
been a large outflow of money - to repay 
government borrowing and because of 
the export of profits. This outflow has 
meant that there is a great demand for 
foreign exchange. This increased demand 
for foreign exchange has not been met 
by the earnings from exports. In addition 
because of South Africa's political and 
economic problems, new foreign invest- 
ment which would have supplied for- 
eign exchange has virtually dried up. 

So the demand for foreign exchange 
has exceeded its supply. This has caused 
the price of foreign exchange to rise. 

' 

Each one of our Rands can buy less and 
less foreign exchange, meaning the 
Rand's exchange value has fallen. When 
the value of the Rand falls South Afri- 
ca's exports become cheaper to foreigners 
but its imports become more expensive. 

Such a situation is not necessarily a 
good one because of the importance of 
imports. Here we see why gold and for- 
eign exchange reserves are held by the 
South African Reserve Bank and how 
they can be used. Where foreign ex- 
change demand is greater than supply the 
Reserve Bank could reduce its reserves 
of foreign exchange by selling them. In 
this way they try and close the gap be- ' 

tween demand and supply. 

However, South Africa's capital 
outflow problem became so large that for- 
eign banks stopped all lending because 
they feared that South Africa would not 
be able to repay its debts. The Reserve 
Bank now has insufficient reserves to close 
the gap between the demand and sup- 
ply of foreign exchange. The result has 
been a very dramatic decline in the for- 
eign exchange rate - which is a fall in the 
value of the Rand in terms of foreign 
exchange. 

Over the last few years there has 
been a structural change in South Africa's 

+ exchange rate. The Rand is now half its 
value of a few years ago. This has a num- 
ber of consequences. 

Imports are now much more expen- 
sive. Because of the nature of South 
Africa's imports, mostly machinery and 
equipment, this restricts economic 
growth. Also high priced imports used in 
production, increase prices and, there- 
fore, contribute to the inflatibnary spiral. 

The low exchange rate does bene- 
fit exporters because their products are so 
much cheaper for foreigners. This is 
particularly true of gold, the price of 
which is fixed in US dollars. So the val- . 
ue of gold in Rands has risen greatly. Cor- 
respondingly the Rand profits of gold 
mining companies have risen. However, as 
we saw before these profits are not'be- 
ing used to create job; 

cheap exports might earn a lot of 
money for the monopolies but this has 
other long-term consequences for South. Table 39 
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Africa. Monopolies will export as much as is unable to build up the reserves neces- 
possible now in order to make profits. sary if it wants to significantly affect the 
In this way South Africa's rich natural re- exchange rate. The present BOP position 
sources are being exhausted with no therefore constitutes a further barrier to 
real benefit to workers. Workers will face economic growth. 
the problem of having to rebuild the 
economy on exhausted mineral supplies. C O ~ C  

So before rapid economic growth can 
take place these BOP problems will also The above factors make it very unlikely 
have to be dealt with. This is not easy that capitalists will solve the Apartheid 
in a situation where there is a political and State's problems. This is because of the 
economic crisis since the Reserye Bank difficulties they confront in investing 

and creating jobs in South Africa. These 
difficulties stem from the workings of 
capitalism itself, especially the fact that 
production takes place for profit and 
not to meet people's needs. These struc- 
tural obstacles to investment and job 
creation are a central part of the overall 
political and economic crisis. We can 
therefore summarise the main elements of 
the crisis as follows. 

4B The State's persistence with rigid ra- 
cial policies and its unwillingness to  ac- 
cept the most basic elements of democracy 
and justice are serious political barriers 
to the solving of the crisis. 

@ The State has no political reform 
proposals which would be acceptable to 
the majority of the. oppressed. 

@ Unless reforms bring about real and 
material benefits to large numbers of 
people, they will be meaningless. The 
present fiscal crisis makes the State unable 
to substantially finance reform. 

@ Despite all the laws and the army, 
the State has not been able to wipe out 
opposition to it. Serious and widespread 
opposition continues to exist. 

@ Present moves to very limited reform 
do not even begin to answer the funda- 
mental problems of unemployment and 
poverty. Capitalism, driven by its need 
to generate profits, has created its own 
obstacles to further investment within 
South Africa. Hence capital also offers no 
significant solutions to unemployment 
and poverty. 
d The policies of the Apartheid 

State have also resulted in a situation of 
instability and conflict with the coun- 
tries bordering on South Africa. It has 
meant that South Africa spends much 
needed resources on financing that con- 
flict, instead of using the wealth of this 
country to improve the lives of South Af- 
rica's people. 



Solutions offered by Capital and 
the State 

In the last chapter we saw very fundamental barriers in the way of both capital 
and the State solving the present crisis. However both have proposed various 
solutions and we need to examine these. They know that unless they can come 

, up with answers to the pressing problems of the system it will always be in 
serious danger of collapse. We will not look at these proposals in a great deal 
of detail but rather examine their central features. For ease of explanation 
political and economic solutions will be dealt with separately. However it will 
be clear how closely related these two are. 

Chief Buthelezi addressing the KwaZulu Natal lndaba 
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emma of reform 
Capital and the State are not totally blind 
to the problems that have been outlined 
in the previous chapter. However, what is 
also clear is that they have no solution 
which all capitalists and ali political groups 
can agree on. There are many disagree- 
ments about what should be done and 
these disagreements have deep causes. 

The ruling class is aware that the prob- 
lems are serious. Its dilemma is whether 
it will be able to retain political control 
whilst making far-reaching reforms. 
Their basic aim is to secure the wealth of 
South Africa for capitalism. However 
what worries the ruling class is that re- 
forms may raise mass expectations that 
cannot be controlled. The pace of political 
reform or the slowness of it could result 
in a political explosion over which the rul- 
ing class has no control. Worse still 
from their point of view is the possibility 
that such an explosion could result in 
the establishment of socialism. 

On the other hand the ruling class 

So we find that some capitalists and 
politicians are prepared to go further than 
others - even as far as Lusaka - in 
seeking and proposing reforms. This is be- 
cause they differ in what they consider 
to be necessary to secure the future of 
capitalism. 

Multinational capital is more exper- 
ienced in dealing with post-colonial 
changes in the Developing World so it is 
more confident that it can secure cap- 
italism in a post-apartheid Soueh Africa. 
Because of their larger international 
markets they are more sensitive to the 
world's abhorrence of apartheid. Re- 
cently popular pressure in Western coun- 
tries has resulted in limited sanctions. 
For these reasons multinational capital is 
generally prepared for more rapid 
reform. 

What are the solutions being put for- 
ward? They can be viewed as political and 
economic although these cannot be sep- 
arated because of the interrelationship be- 
tween them. 

realises the necessity of reform to boost 
economic development. For without Many detailed political solutions have 
economic growth there is equally the dan- been put forward by the political parties 
ger that discontent will explode into an of the ruling class. What we will exam- 
uncontrollable national uprising that could ine are not the details of such solutions, 
also lead to a socialist political but certain basic and central features of 
alternative. most proposals. 

GAVBN RELLY, Chairman sf Angle-American: 
"I have always taken the view that whether one likes the 
ANC or not - and I personally do not like its policy of 
violence nor its Marxist economic thinking - it constitutes 
an important factor in the SA political set-up. 

"Because its !eader, Mandela has been jailed, he has be- 
come a myth and I believe the ANC should be chal- 
lenged for what it is and therefore w e  must release its 
leaders. 

"Let them demonstrate whether they have anything to 
offer. But while the whole process feeds on 
mythology, you can never come to grips with it - and I be- 
lieve w e  have to." 

RAYMQND ACKEWMAN, Chairman ~f Pick 'n Pay: 
"We must convince the world that sanctions which are a 

violent and immoral option in itself, will impoverish our 
country. 

"Only economic growth will ensure peace in South 
Africa and blacks should stop calling for punitive 
measures." 

TQNY BLOOM, Chairman of t he  Premier Group: 
"Political power-sharing is the ultimate issue to be ad- 
dressed before South Africans can aspire to being a 
just society with equal treatment before the law for all 
citizens. 

"The prerequisite for negotiations to take place must be 
the unbanning of organisations like the ANC and the re- 
lease of Mandela and other jailed political prisoners." (All 
quoted in Sunday Star 6.7.86) 
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I Law and Order 

One thing that the South African State 
and capitalists -,South African and inter- ,-- ..---- - 
national - $1 agree upon is the need * - 
for strong security forces to maintain "law 
and-~rder", The only differences they 
have amongst themselves are the way in 
which the security forces should con- 
duct themselves. Law and order in this 
country has become a political concept 
describing State security. It has lost any 
link with the basic democratic notions 
of justice and the rule of law. It has de- 
generated into a justification for retain- 
ing the status quo. 

Croup Rights 

A central feature of this status quo has 
become the concept of groups and 
group rights. The National Party defines 
groups in racial and ethnic terms. Other 
sectors of the ruling class talk only of 
groups. It is argued that the purpose of 
defining such groups is to protect their 
identity and interests. However, a more 
likely political reason for defining South 
Africa by group is to fragment, divide 
and control the people of this country. 
Protection of group rights will mainly 
serve to protect the interests of a wealthy, 
minority ruling class. So far a problem 
confronting this approach is that the ruling 
class has not been able to find credible 
leaders among the oppressed peoples that 
will lend legitimacy to group based 
solutions. 

The process of negotiation 

For the ruling class a major political issue 
, is the question about how to start a 

process of negotiation and with whom this 
process should be undertaken. This re- 
quires agreement on the basis of a ne- 
gotiated settlement. Negotiating a one 
person one vote solution is not as yet 
acceptable to the State or capitalist re- 
formers because they. fear its conse- 
quences. So most negotiation proposals 
avoid a one person one vote solution 
and virtually all proposals look toward 
group-based negotiations. It would 

l seem that the more groups there are in- 

volved, the better from their point of 
view. 

KwaNatal lndaba 

Many solutions have been proposed. 
However, the KwaNatal Indaba variety 
seems to be the one most favoured by 
many capitalists and reformers at present. 

The important features of the Indaba 
are: 

It is negotiation by groups and 
organisations and not by elected represen- 
tatives. But it is important to under- 
stand that these group interests are still 
defined mainly by race. 

It is a regional solution that would be 
linked in to a federal structure. 

Group rights and identities are 
stressed and each group, no matter how 
small a minority it is, has the constitution- 
al power to delay and change legislation 
that affects it. This would clearly make it 
very difficult to significantly redistribute 
wealth. 

The advantage of the Indaba for cap- 
ital is that it has been negotiated with 
Inkatha's support. Inkatha is presented 
as a legitimate black organisation. There is 
some truth in this. However, it does 
not represent all blacks in Natal and cer- 
tainly does not do so nationally. More 
dangerous however, is the role of the 
press and the media who do their best 
to improve the credibility of Inkatha. In 
doing so they are hiding the truth. The 
truth is that Inkatha has the same prob- 
lems as any Bantustan government, For 
reasons that have been examined, there is 
considerable opposition to such gevern- 
ments and violence is being used to re- 
press such opposition. However, the 
ruling class reasons that if the proposal 
can be pushed through in Natal, it of- 
fers to capital and the State a possible so- 
lution nationally. 

It is doubtful that the Kwa Natal option 
can be reproduced in other areas since 
nowhere else does a similar organisation 
to Inkatha exist. Attempts are being 
made to manufacture such organisation 
but it is not proving an easy task. 
Nonetheless the ruling class will no doubt 
continue to promote and seek such Kwa 
Natal style solutions. 



.. . 

"It is clear that if one wishes to follow the road of free enterprise, and if one sincerely be- 
lieves in capitalism .and not socialist doctrines, then it is imperative that a non-racial, democrat- 
ic society based on merit, equality of opportunity, and the ownership of property, must be 
brought into being. This society can only function correctly if the principles of free enterprise 
are able to operate." Chris Saunders, Chairman of Tongaat-Hulett Group (from Leadership 
Magazine - special focus on the Indaba, 1987) 
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In thinking about its political options 
the ruling class has to consider whether a 
solution will be internationally accept- 
able. Only if this is so will it remove inter- 
national pressure. There are two main 
reasons for wanting to remove internation- 
al pressure. The first is to remove sanc- 
tions and disinvestment pressures. The 
second is to open up Southern African 
and African markets. South Africa's de- 
veloped industry and the size of its mo- 
nopolies place it in a very good position to 
dominate and exploit the very rich sub- 
continent of Southern Africa. At  present 
this possibility is made very difficult be- 
cause of the clash between the Frontline 

States and the South African regime. 
P, political solueior! which removed 

those obstacles would be economically 
useful. However, since certain rich coun- 
tries like Angola and Mozambiqxe are 
in the hands of anti-capitalist govern- 
ments, South African capital is not to- 
tally opposed to the destabilisation policies 
presently followed since they could 
bring about pro-capitalist governments in 
these countries. If this happened it 
would help capital in a post-apartheid 
South Africa. 

These features of the political solutions 
being proposed are linked to the airn of 
mairltaining and protecting capitalist inter- Anti-SA Protest out- 
ests in South Africa. What we will now side the SA Con- 

sulate, New York 
examine is what economic solutions are December 
proposed. 1984 
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Capitalists would 
find it difficult to 
make houses 
profitably at a price 
that workers . .. 

Economic solutions 
The first important point to see is that 
capitalists do not see the present eco- 
nomic problems as being related only to 
the unrest of the last two years. The 
limitations on growth discussed earlier 
have always been very apparent to cap- 
italists. This is why they have been export- 
ing their profits for about the last 10 . 

years. The problem for capitalist develop- 
ment, is to find profitable forms of in- 
vestment within the South African 
economy. However at present the mo- 
nopolies are earning very high profits. 

Privatisation 

-One way proposed to deal with this prob- 
lem is what is called privatisation. What 
the capitalists want is for the State to 
hand over certain parastatals to private 
enterprise. In effect this means that the 
State would hand over parastatals to 

could afford the large monopolies. It is argued that the 

Leon Louw. Executive Director ot the 
Free Market Foundation of Southern 
Africa, quoted in Star 15.1 2.86 ,. 

First, whoever governs in a country such 
a s  South Africa will find that government 
ownership or control politicises issues and 
provokes conflict 

If  things such a s  housing, education, 
t r a n s p o r t  and labour  ( the  four mos t  
conflict-ridden areas in South Africa) were 
privatisedlderegulated, the major problems 
would be solved. These areas would be 
depoliticised. 

Second, if tHe state owns and controls less 

control and the run-ning of-pgastai-als; 
by the state- is inefficient and* thex-WO-uld 
be better run by private capitalists. But 
what would such a transfer of the 
parastatals achieve? 

This kind of privatisation is simply a 
transfer of ownership and does not con- 
stitute a new investment which would gen- 
erate new jobs. Since monopolies will 
be producing for profit there is the danger 
that efficiency for the sake of profit will 
come before jobs and as we have exper- 
ienced efficiency usually means 
retrenchment. 

By placing more profits in the hands 
of the monopolies the problem of job cre- 
ation cannot be solved. Profits have to 
be invested in new areas of production to 
create new jobs. One proposal that tries 
to deal with this problem is another kind 
of privatisation which proposes that the 
State should withdraw from areas of social 
consumption* like housing, health and 
education and open these up to private 
enterprise. 

Again it is not clear why this will create 
more jobs and employment. The danger 
of efficiency continues to mean retrench- 
ment for workers. Even if capitalists 
were to expand into areas such as housing, 
large numbers of people could only pur- 
chase the houses if they were relatively 
cheap. Capitalists just could not make a 
profit at such low prices. 

One answer would be for the State to 
subsidise housing for people. In this way 
capitalistswould get a higher price and the 
purchaser would pay a lower price. The 
difference would be paid by the State. In 
this way new areas of profit are opened 
up to capital but only if the State can pay 
the subsidy. This of course will only 
worsen the fiscal crisis of the State that we 
examined earlier. So this course of 
privatisation does not seem to offer a 
great deal either. 

of the  economy and is  therefore  l e s s  
impor t an t  to the average  person, t he  
potential for finding politically popular and 
successful solutions and compromises would 
be considerably increased. I t  has been 
observed that "the greater the power of 
government, the greater the struggle for 
pouer." 

Third, privatisation is by far the most 
exciting add promising way of providi~g 
thousands QE: entrepreneurial opportunit~es 
oq.em.Ight, c rpc id lp  to black people 

Fourth, the Government is committed - 
a n d  p r e s s u r e  i s  upon  i t  - t o  e n d  
discrimination in programmes such a s  
education, pensions and health. A few simple 

calculations %ill  demonstrate tha t  this 
cannot be done by raising expenditures upon 
blacks to the levels presently allocated to 
whites per capita simply because there is not 
enought money. 

It is politically unsaleable to reduce ahite 
levels so  that, with existing government 
resources, there will be equal benefits. 

Privatisation apparently provides the only 
known way of generating vast sums of 
money quickly with which to equalise fast 
enough to  s a t i s fy  b lack a sp i r a t i ons ,  
international demands, and government 
objectives. Without large scale privatisation, 
there is an insoluble impasse. 
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.~malf-Business Development and not use as many machines. - 

e other argument presented by capital 
is that there are too many laws and reg- 
ulations preventing the growth of small 
enterprises. This argument calls for 

working costs of small companies and 
therefore allow them to expand. It is fur- 

, ther argued that such small companies 
are more labour intensive because they do 

What regulations are the capitalists wor- 
ried about? There are many, but the 
most important of these are the health and 
building regulations, Basic Conditions 
of Employment regulations, health and 
safety regulations, licensing laws and 
various industrial relations agreements. A 
major effect of deregulation is that it 
will lower wages and therefore the cast of 
production. It will also result in creating 
more dangerous working conditions. 

Mr L. Kwtane, Tailor. Guguktu, Cape Peninsula. 

'f4 FEW YEARS AGO 
I WAS LOOKING FOR 
A JOB. NOW I'M 
CREATING THEM:' 

The real rewards of a small business go far beyond the 
remuneration of the entrepreneur. Because small business creates 
employment opportunities for more people, in more crltical areas, 
at a much lower cost.-~nd more jobs mean more prosperity, 
enhanced social stability and greater faith in our.free market ' .  
economy. 

Since its inception the Small Business Development Corpor- 
ation has been helping entrepreneurs of all population groups 
to grow and to prosper. By providing financial assistance to small < I  

businessmen, by supplying premises and guidance, and by 
cultivating a spirit of enter-prise throughout the subcontinent. the 
SBDC has already created jobxfor an estimated 30 000 people. 

The challenge is vast and complex; the challenge of inspiring 
hope among those with little to hope for, of inspiring faith among 
those who have hot experienced the satisfaction of reward, and 
of developing our most important resource- the 
human one. 

But, like Mr Kwetane, we are lookina to the future . . 
w~th confidence In a better tomorrow 

I Your Investment in Prosperity. . 

70 

L . .  
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The big monopolies support the de- 
velopment of these deregulated small en- 
terprises because it offers them new 
markets. The monopolies produce most of 
the basic products that will be used by 
these small enterprises. If, by introducing 
more exploitative conditions, these 
small capitalists can carry out the activities 
that the production techniques of the 
monopolies prevent them from carrying 
out, then all the better from their point 
of view. Such a policy of deregulation and 
small enterprises will also give rise to a 
middle class which will defend the inter- 
.ests of capitalism. But they would never 
be able to create the jobs that are needed. 

b 

The fact that such small enterprises can- 
not operate profitably now, is more the 
result of the power and control of the 
rn~no~ol ies  and the low levels of income 
of the vast majority. It is not regula- 
tions that are the real barrier to their ex- 
pansion. Furthermore jobs at low wages 
do not solve the problem of poverty. 

Major Shareholders in the SBDC . R 
These General Mining Union Corporation Limited 5 240 000 
34 cornpan- Gold Fields Mining and Development Limited 
ies 

5 240 000 
Rembrandt Group Limited 5 240 000 

Owned more Suid-Afrikaanse Nasionale 
than 87% of all Lewensassuransie-Maatskappy 4 192 000 

the Barclays National Bank Limited 3 160 000 
shares in South African Mutual Life Assurance Society 2 700 000 
the Anglo American Corporation of 
SBDC in South Africa Limited 
1985 

2 620 000 
279.85, De Beers Holdings (Pty) Limited 2 620 000 

Volkskas Nywerhede Limited 2 620 000 
Nedbank Limited 2 096 000 
AECI Limited 1 572 000 
The Standard Bank of South Africa Limited 1 572 000 
Standard Credit Corporation Limited 1 572 000 
Barlow Rand Limited 1 080 000 
BP Southern Africa (Pty) Limited 1 048 000 
Boland Bank Limited 1 048 000 
Caltex Oil (SA) (Pty) Limited 1 048 000 
Commercial Union Assurance Company of 

South Africa Limited 1 048 000 
Johannesburg Consolidated Investment 

Company Limited 1 048 000 
Cape Wine and Distillers Limited 1 048 000 
Liberty Life Association of Africa Limited 1 048 000 
Mobil Oil Southern Africa (Pty) Limited 1 048 000 
Shell South Africa (Pty) Limited 1 048 000 
The South African Breweries Limited 1 048 000 
South African Marine Corporation Limited 1048 000 , 

The Tongaat Group Limited 1 048 000 
Triomf Fertilizer (Pty) Limited 1 048 000 
The Trust Bank of Africa Limited 1 048 000 
Federale Volksbeleggings Limited 848 000 
Total South Africa (Pty) Limited 557 280 
Consolidated Textile Mills Limited 524 000 
Murray and Roberts Limited 524 000 
Sasol Limited 524 000 
Unilever South Africa (Pty) Limited 524 000 

Inward Industrialisation 

Privatisation and deregulation are 
sometimes seen as part of an overall poli- 
cy of inward industrialisation. This 
would be a strategy to expand the size of 
domestic production and thus provide 
more jobs. We have looked at some of 
the problems in the way of the success 
of such a policy. 

There are other proponents of inward 
industrialisation who do not place stress 
on free enterprise. They argue for 
greater protection of domest producers 
and a reorganisation of production to 
meet the consumer needs of a larger mar- 
ket. Such a set of policies requires 
greater coordination between capital and 
government. This form of inward 
industrialisation does not have many sup- 
porters amongst capital and within the 
State. It certainly is a more complex set of 
policies and it raises issues of State in- 
volvement and planning looked at in the 
next chapter. 

Women working on a government 

unemployment project clearing 

bush 



Privatisation anddere&ubtit% ~~eus31c~ 
justified C.LI--- by -_- their ---- s - u ~ ~ t e _ r s & e ~  
linkke_d_fo the. whale p h k o ~ h y  ,oxEfr_ee_en- 

$qxke, It is argued by them that until 

However, as we have seen, such propos- 
als will improve the profits of the mo- 
nopolies while at the same time reducing 
the income and employment levels of 
the vast majority of the people of South 
Africa. What then is such free enter- 
prise offering? In any event to privatise 
the parastatals could only be done if 
very large companies took them over. This 
would only increase the size and power 
of the monopolies and further strengthen 
the power and grip which the monopo- 
lies have over the capitalist economy. 

The stress on free enterprise in these 
solutions has a definite political purpose. 
It tries to distinguish free enterprise as 
a form of capitalism that differs from 
apartheid capitalism. In this way it is 
hoped to persuade people that free enter- 

. prise capitalism is an acceptable system 
and that it was apartheid that was wrong. 
But, as we have seen, all the solutions 

capitalism. Only the monopolies have the 
power and the resources to privatise the 
economy on a large scale. This means es- . 

sentially that no structural changes to 
the economy are being offered by these 

It could also be argued that 
deregu!atjonland~he_whole of .theidea of - 

small bushess-de_val~pm~*~.is..intendeCt 
f;aurl,e_veLopB3be free- enterpris.eeeec12~my. 
As we have seen however, that is a to- 
tally unrealistic idea. Small businesses can- 
not produce the steel,-electricity, 
chemicals, petrol and other forms of ener- 
gy which &e essential to any economy. 
For that reason monopolies will continue 
to dominate the economy. But we must 
also understand that the idea of small 

Conclusion 
;'1 

The politics; sohtions being dffered fall 
short of full d'emocracy based on one 
person one vote. The main purpose of the 
solutions is the understandable desire 
by capitalists to retain capitalism. This 
links with the economic solutions which 
also will benefit capital - the monopolies 
and their petit bourgeois allies - but 
will have very little effdct on unemploy- 
ment and poverty. 

In view of this what sort of solutions 
should'be proposed by workers. \gn the 
next chapter we look at some basic re- 
quirements for worker directed 
solutions. 





In this booklet we have tried to  analyse and explain the history and present 
crisis in the South African political economy. In the last chapter we looked at 
the political and economic solutions being proposed by the ruling classes. 
Whilst we did not deal with every single detail of their proposed solutions it 
seems very clear that what they are proposing can offer no  real solution to  
the problems of unemployment, poverty and the lack of social infrastructure. In 
this chapter we do not  set out what the solutions should be. However we ex- 
amine what the essential features of any solution to  workers' problems will have 
to be. 

Delegates attending the launching o f  COSATU - December 1985 I 
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. The fundamental 
problems of the ruling 
class proposals 
Protectionof wealthand . 

privilege 

There are two basic problems with the so- 
* - 
lut~ons put forward by the ruling class 
which mean that they do not answer the 
needs of the masses in south Africa. Profit, private ownership and 

The first is that its political solutions are free enterprise 
all designed to protect group interests. 
However this hides a very real problem 
because most of the wealth and re- 
sources of South Africa lie in the hands of 
a small class of rich and powerful white 
capitalists who have, in addition, always 
been protected as a racial minority. 
Protection of such group interests will ef- 
fectively continue the wealth and privi- 
lege of a white minority in this country. 
The solutions being put forward by the 
State may reform apartheid since legalised 
racist discrimination might be removed. 
But the wealth and the privilege of those 

- in power will not be reduced. Remov- 
ing racial legislation will allow wealthy 
blacks to join this protected elite. 

The essential link between group-based 
political solutions and free enterprise 
economic solutions, is private property. 
Private ownership of the country's 
means of production* and protection of 
group rights effectively mean that the 
present economic structure will remain in- 
tact. In previous chapters we saw that 
production purely for profit, within this 
structure, is a barrier to employment 
creation and rising incomes for the 
majority. 

If the problems of unemployment and 
poverty are going to be solved, solu- 
tions will have to deal with a substantial 
restructuring of the economy. 
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I The basics of The Freedom Charter adopted by a 

( progressive solutions 
Congress of the People on 26th June 1955 
states 

"Every man and woman shall 

For these reasons, the solutions offered by have the right to vote and 

progressive forces in South Africa have I stand as a candidate for all 
to be based on 
posals that will 
restructuring. 

political and economic pro- 1 bodies which make laws." 
achieve this These statements imply political solutions 

based on "one person one vote" rather 
COSATU has stated: 

"We the trade union representa- 
tives here present firmly com- 
mit ourselves to a unified 
democratic South Africa free 
of oppression and economic ex- 
ploitation. We believe that 
this can only be achieved under 
the leadership of a united 
working class. .." 
Preamble to the COSATU 
Constitution 

-- - - 

than the protection of group interests. 
This will give the oppressed majority 
more power in the State. Other political 
programmes of the oppressed have 
adopted similar positions. In the BIB- 
LIOGRAPHY we refer to some of 
these charters and you could see from 
these the similarities and the differences 
in them. 

However, it is also necessary for solu- 
tions to address the questions of private 
property and profit since they are also Workers attend 

the launch of 
fundamental barriers to the solution of our COSATlJ in ne- 
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'The mineral wealth . 
beneath the soil, 
the banks and mo- 
nopoly industry 
shali be transferred 
to the ownership . 

of the people as a 
whole" - Free- 
dom Charter 

COSATU has made important state- In the Freedom Charter it states 
ments on this. In its constitutional 
"Aims and Objects" clauses 3.4 and 3.5 "The national wealth of our 

read as follows: country, the heritage of all 

3.4 To understand how the 
economy of the country af- 
fects workers and to formulate 
clear policies as to how the 
economy would be  restructured 
in the interests of the work- 
ing class. 

, I 

3.5 To work for a restructuring 
of the economy that will al- 
low the creation 'of wealth to be 
democratically controlled and 
its fruits fairly shared amongst 
the working class. 

- 
South Africans, shall be re- 
stored to the people; 

The mineral wealth beneath the 
soil, the banks and monopoly 
industry shall be transferred to 
the ownership of the people 
as a whole; 

A11 other industries and 
trades shall be controlled to as- 
sist the well-being of the 
people; 

All people shall have equal 
rights to trade where they 
choose, to manufacture and 
to enter all trades, crafts and 

l professions." 

Taking the above statements as important 
examples of the solutions offered by 
progressive movements, they clearly differ 
substantially from those offered by cap- 
ital and the State. They are based on one 
person one vote and they are commit- 
ted to economic solutions which include 
State ownership and controls over prof- 
its, therefore implying or calling for a 
restructuring of the economy. 

"To work for a 
restructuring of the 
economy that 
will allow the cre- 
ation of wealth to 
be democratically 
controlled and its 
fruits fairly shared 
amongst the 
working class" - 
COSATU 
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Crucial issues 

The above are not detailed solutions to 
the problems we face in this country. They 
serve as starting points and a guide to 
more detailed programmes. There are im- 
portant issues raised in these proposals 
which require further consideration. 

O The exact form of the democratic 
structures we need to build for the future 
to eliminate oppression and exploitation 
in our society must be debated and dis- 
cussed now. But it is not just a question 
of discussion and debate. The structures 
,built by present political organisations 
will lay the foundations of future democra- 
cy. These democratic structures will 
crucially affect the economic system that is 
developed after apartheid. 

The protection of individual rights 
requires more detailed examination and 
debate. In a capitalist economy the protec- 
tion of individual rights is too closely 
integrated with the protection of economic 
power. This protects ownership of the 
means of production while acting against 
the rights of the producers who are, to- 
gether with their families, the majority of 
the people in. any society. 

Clearly individual rights have to be pro- 
tected. This must be done by the proce- 
dures of justice. These procedures have to 
be clearly spelt out and firmly en- - 

trenched in society. But what we must 
guard against is the protection of indi- 
vidual rights being used as a cover to re- 
tain a grossly unequal distribution of 
wealth between rich and poor. 

O The nationalisation of the produc- 
tive assets of a country can take many 
forms. In fact nationalisation does not 
immediately eliminate the problems . 

caused by production for profit. If the 
present relationship of product prices to 
wages is maintained, we are left in a 
position where housing and other social 
infrastructure will still have to be 
subsidised by the State. Because of the 
size of the problem, such subsidisation 
will require the State to be in control of 
massive resources. Alternatively there 
will have to be substantial changes in 
prices and wages. 

Solutions will have to deal,with: Poverty wages.. 

Inadequate schooling facilities ... 
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Both options imply a considerable 
restructuring of the economy. The issue 
at stake is whether such restructuring 
could be achieved without a compre- 
hensive overall economic plan. Partial at- 
tempts at restructuring in a developed 
industrial economy can often be chaotic. If 
a comprehensive economic plan is con- 
sidered, this involves more than 
nationalising productive assets. A 
planned economy* begins the process of ' 

socialising the means of production*. 
Such a transformation raises many ques- 
tions. Important examples are the de- 

gree of democracy in the planning process, 
the elimination of the exploitation of 
women, the mix between private and State 
production and the form of landholding 
in agriculture. 

These are very important and difficult 
questions. There are many more raised in 
deciding upon appropriate institutions. 
Socialism as an economic, political and 
social system tries to address these 
problems. But to talk of socialism as if it 
was a magical formula does not answer 
these questions or bring about change - 
that is the task of organisation. 
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GLOSSARY 
APARTHEID REGIME - the National Party government is often referred to as the apart- 
heid regime. This is not merely a term of abuse, it has a political meaning. A regime 
implies a form of government where a particular political party or faction has systematical- 
ly placed its loyal supporters in control of all aspects of the State. In this way the apartheid 
policies were implemented in all areas of society and the economy. 

CAPITAL - this term is used in a few different ways. Used alone it means a stock of 
money that is invested in order to earn more money. 

CAPITAL GOODS - like capital these are products/goods that are used by capitalists in 
order to produce other products. They are not consumed directly by consumers but are 
part of the means of production 

CAPITAL MARKET - this is a market where borrowers and lenders of capital meet. The 
transactions are usually conducted through a number of different kinds of financial institu- 
tions - the stock exchange is one part of this capital market. 

CAPITALISM - capitalism is an economic system where the purpose of production is to 
make a profit. This profit forms the income of capitalists because they own the means of 
production. The working class do not own the means of production so they depend on 
wages as a form of income., Private ownership of the means of production is central to this 
system. Capitalism has emerged out of a long struggle over the control of the means of 
production. This occurred from about 1600 onwards in Europe. Thereafter capitalism 
expanded to other areas of the world. This expansion led to many bitter struggles. The 
economic and political domination of these areas is called imperialism. 

CONGRESS ALLIANCE - an alliance formed in 1955 between the ANC, South African 
Indian Congress (SAIC) , South African Coloured Peoples Organisation (SACPO) , Con- 
gress of Democrats (COD) and the South African Congress of Trade Unions (SACTU), 
which joined in 1956. 

CONSOLIDATION - to bring together in one piece. So it was a policy of bringing togeth- 
er pieces of land to form them into Bantustans. 

CONSUMER DURABLES - these are products that are not used up immediately and last 
a few years. They are manufactured products which are expensive eg motor cars, stoves, 
fridges and tv's. 

CRISIS - in a capitalist market economy different activities in the economy are related to 
each other. For example investment is related to consumer demand, bank interest rates 
and the rate of profit. These relationships. don't work smoothly and economic activity 
moves up and down (see RECESSION). A crisis occurs when. these relationships become 
so disconnected that big changes have to be made in the economy in order to reorganise it 
and get the relationships working again. In capitalist economies the crisis is most serious 
when investment becomes unprofitable for capitalists. Because of the way that capitalism 
works there is a continual danger of this situation. In addition to these ec0nomi.c factors 
political factors are 51ways woven into the crisis either as part of its cause or asqhe means 
to reorganise the basis of capitalist production again. 

DECENTRALISATION - this means to move things away from the centre. The policy 
was, therefore, to move industries away from the large industrial areas in the cities and 
spread or decentralise them to border areas and homelands. 

ECONOMIC LAWS - it is argued that economics deals with the actions of large groups of 
people so that their behaviour can be predicted accurately and will always be the same. 
This argument would mean that people could not change these laws. Such an argument 
forgets that people do have control over their actions through a political process. . 



ECONOMIES OF SCALE - this is a situation where the price of each unit of production 
falls as the numbers produced increase. This happens because the cost of expensive ma- 
chinery has to be recovered by the capitalist. To do this they include a part of the cost of 
the machine in the price of each unit of production. Therefore the more units produced, 
the less will be the cost that is added to each unit. This allows the price of.each unit to be 

, lowered, although often capitalists keep the price high and make a greater profit. However 
there must be a large enough market for a product before there can be economies of scale. 

'?FISCAL - the word fiscal comes from the Latin word 'Fiscus'. It refers to the income 
o which the state gets from the public in one form or another and how it expends this 

income. So a 'fiscal crisis' is a crisis where the expenditure of the state is far greater than 
its income and the State cannot correct this by normal means. 

' FOREIGN EXCHANGE - this is all foreign currency. Some fareign currency is more 
widely used in trade, tourism'and other international transactions. It is easier to exchange 
these currencies so they are referred to as convertible. The most important convertible 
currency is the US dollar. Other important currencies are the Pound Sterling (United 
Kingdom), Deutschemark (West Germany), Swiss Franc, Yen (Japan) and French Franc. 
Many currencies are not convertible because they are in short supply and unstable. The 
currencies of Socialist countries are not convertible because the way in which they trade 
with each other and the rest of the world is substantially different. 

FREE ENTERPRISE - this term arises from a theory of capitalism where enterprises 
freely trade with each other and freely employ labour, unrestricted by the State. The 
essential elements of the theory of free enterprise capitalism are: 

individual decision making rather than collective or social decisions. It is assumed that 
each individual makes decisions based on what is best for that person alone. 

freedom of movement of both labour and capital to go to where they can earn the 
highest wage or profit. 

free markets where the prices are not controlled in any way but are set by demand and 
supply. High demand and low supply means a high price whilst low demand and high 
supply means a low price. 

competition between capitalists and between labour to set the prices. This assumes that 
most companies are about the same size and can compete with each other and that work- 
ers can move freely. 

To understand this theory better we must understand that it was used to attack the 
controls over labour and prices that existed in the old feudal system. It was a powerful 
theory but from the beginnnings of capitalism the actual world had large monopolies, 
control over labour and forced supplies of labour. In the real world people seldom do or 
are even able to think only about their individual needs. The problem we face is that actual 
capitalism is very different from the theory. 

M-TECH - this is a shortened form of the words high-technology. This means an ad- 
vanced form of technology. Technology is the science, engineering and method of produc- 
ing things. Eg. Using a hacksaw to cut metal would be using low-tech whereas using a laser 
beam to cut metal would be hi-tech. 

IMPERIALISM - the economic domination of one country by another. Such domination 
also gives the dominating country political power and influence over the dominated coun- 
try. Colonialism is the case where there is actual direct political control as well. 

IMPORT SUBSTITUTION - a process where a locally produced product replaces an 
imported one. This process usually has to be actively encouraged either because the im- 
ported product is cheaper, or not previously produced in the country. The State imposes a 
tariff or tax on the imported product in order to make local production competitive or. 
possible. .The limits of such import substitution are usually set by ECONOMIES OF 
SCALE. 

INCOME - the amount of money earned or received by a person in any one day, week or 
year. Workers income is called a WAGE and capitalists income is PROFIT. 

INDIGENOUS - the people who lived in Southern Africa for at least a 1000 years before 
the Witwatersrand gold was mined. They lived in organised pre-capitalist societies. 



INFLATION - this is a general rise in prices of goods and services. Where there was a 
general fall in prices it would be called deflation. The rise in,prices is measured by the 
CONSUMER PRICE INDEX published by government. 

INFRASTRUCTURE - these are basic structural things thrit have to be built in order for 
other productive activities to take place. The most important are roads, railways, har- 
bours, electricity, water, posts and telecommunication. There are other very important 
forms of infrastructure that are needed by workers. These are housing, education, health 
services, child care facilities, old age homes and recreation facilities. We will call these 
social infrastructure. 

INTERNATIONAL CAPITAL - capital is used here to mean a fund of money under the 
control of capitalists - that is they use the money to earn profits and increase their capital. 
So international capital would be capital that moved across borders and mainly came from 
the imperial powers of Europe. 

INTERNATIONAL MONETARY FUND (IMF) - this is an international organisation in 
which the central banks of most capitalist countries participate. Its purpose is to regulate 
international monetary transactions between countries. It is an important source of loans 
to its member countries. These loans are made with strict conditions attached to them. The 
IMF has played an active role in facilitating international trade and capital movements and 
therefore is an important organisation for international capital. 

MARKETING BOARDS - the Marketing Boards help white agriculture by fixing prices 
for certain agricultural goods. For example if there is an oversupply of a product, the 
Marketing Board will either store, export or destroy the excess. In this way farmers are 
guaranteed a price and a market for their goods. As a result they have tended to concen- 
trate on farming one or two products. 

MEANS OF PRODUCTION - these are the physical requirements for production to take . m 

place. They include land, raw materials, natural resources, buildings, machinery and 
equipment. 

MIGRANT LABOUR SYSTEM - a system of labour supply where workkrs migrate 
(move) from their homes to the place of employment. These two places are relatively far . 
apart, sometimes even in different countries. In migrating the workers generally leave 
their families behind. In South Africa this migrant labour system was enforced by legal 
controls. Capitalism benefits from such a system because it bears no responsibility for the 
workers' families. 

MULTINATIONAL COMPANIES - these are companies which conduct business in more 
than one country, usually many countries. National boundaries do not limit their 'activities . 

and influence. Sometimes they are also called TNCs (Transnational Corporations). 

NEW INDUSTRIAL COUNTRIES (NIC's) - these are developing countries that have 
developed .relatively large industrial economies. In particular they have developed .large 
manufacturing economies. Each NIC has its own history but there are some features that 
are often common: These are rich natural resources, large domestic markets, import sub- 
stitution policies, political repression to encourage rapid economic growth and a 
dependence on foreign capital and technology. Not each one of these features'has to be 
present. Eg. Israel, and Taiwan have small markets compensated for by very large foreign 
capital assistance. 

I .  

ORGANISATION OF ECONOMIC COOPERATION AND DEVELOPMENT (OECD) - 
the following countries: Britain, France, West Germany, Italy, USA, Canada, Japan and 
some 14 other Western countries formed an organisation in 1960 to coordinate certain 
economic and commercial matters and policies. 

, 

PARASTATALS -these are organisations that are not like other departments of the State 
such as education or health. They operate as large companies buying selling products , 

in the same way as capitalist companies. However, they are owned 6y the :State either 
completely or as a majority shareholder. In South Africa the parastatals are important as 
they provide basic products and infrastructure. 



PLANNED ECONOMY - many of the countries of Eastern Europe (E. Germany, 
Yugoslavia, Czechoslovakia, Poland) Russia, China and other socialist countries have 
planned economies. This means: 

the state is directly responsible for planning the production, consumption and distribu- 
tion of goods and services and their prices. This requires social ownership of the most 
important means of production. 
a market forces (the forces of supply and demand) do not determine the prices of goods 
. or what is to be produced. 

Q planning is not based on the idea of private profit although surplus production is used 
for investment and to build capital. 

' 9 there are differences between countries about the extent to which planning is 
centralised because one of the criticisms of the planned economy is that not enough power I is giveh to workers to plan at enterprise level. 

1 a planned economy does not mean that all enterprises are owned by the State, there is 

i usually significant private production. 

L POLITICAL ECONOMY - political and economic activity are related to each other and 
influence each other. They cannot be separated. This means that we have to study political 
economy.. It is also a method of analysing capitalist society. Those who wish to ignore 

1 political factors and talk of LAWS OF ECONOMICS usually talk about the study of 
ECONOMICS. 

PRE-CAPITALIST - Capitalism (the system of production for profits) developed from r approximately the year 1600. Before it spread to many parts of the world other systems of 
production existed, In fact some of those systems of production have not been totally 

; 
destroyed and continue to exist alongside capitalist production although they are dominat- 

I ed by it. All these systems of production which existed before capitalism are called PRE- 
CAPITALIST. 

F 
PRICE SUPPORT SYSTEMS - this has been used in agriculture where MARKETING 
BOARDS are used to fix a price. In this way the incomes of farmers were protected. An 
alternate way of doing this is through a system of subsidies. These are a payment made 

. directly to the farmer because of changing agricultural prices. 

PRIVATE SECTOR - this refers to the part of the economy which is not owned or 
controlled by the State (the Public Sector). 

RATIONALISATION - this is a process where capitalists try and increase profitability by 
reorganising production so as to lower costs. This is usually done by introducing more 
efficient machinery and reducing the number of workers involved in production. 

RECESSION - a feature of capitalist economies is that they grow for a while and then 
decline. In the 1930's when production and output started to be more accurately measured 
it was found that sales and investment would rise for a year or two and then fall. This fall 
in activity is called a recession and the rise is called a revival. This pattern of recessions 
and revivals seemed to follow a cyclical path i.e. there was a predictable number of years 
between them. 

RESOURCES - these are supplies of useful things such as land, water, food, minerals and 
labour power. 

SMALL BUSINESS DEVELOPMENT CORPORATION (SBDC) - many capitalists and 
government believe that economic growth can be stimulated by helping to promote small 
business. According to them small business does not need large capital outlays, and it can 
also create new jobs. That is why the SBDC was created in South Africa. Big business and 
government are both shareholders of the Corporation. 

SOCIAL CLASSES - society is divided into many different groups. In capitalist society 
the most important division is into groups that own and control the means of production 
(capitalists) and those who do not (workers). These groups are called classes. 

SOCIAL CONSUMPTION - the State in South Africa and the other capitalist countries 
play a big part in providing certain services for which it charges. (eg. Electricity, tele- 
phones, transport, hospitals). These are areas of social consumption ie where society (the 
people, not government) consumes the goods or services offered. 



SOCIALISATION OF PRODUCTION - in a planned economy the purpose of production 
is to meet the needs of the people of that country. This requires that basic decisions about 
production and consumption will be made through a conscious planning process rather 
than through market forces. For this to be done in a democratic way requires that deci- 
sions about consumption and production are made collectively and the means of produc- 
tion must be placed under the control of the producers who work with them. This would 
be an economic system where there is socialisation of production. 

SOUTH AFRICAN RESERVE BANK - it is the central bank of South Africa. It is a 
parastatal and.it regulates the supply of money in the country and the availability and 
supply of foreign exchange. All the advanced capitalist countries have a central bank eg. 
Bank of England. 

STOCK EXCHANGE - this is the name given to the market in which company shares and 
other financial assets are bought and sold. Companies sell shares publicly in order to raise 
money for themselves. Once shares have been issued by a company, other people continue 
to buy and sell them on the stock exchange as forms of investment. Companies whose 
shares are bought and sold on the stock exchange are called public companies (Ltd). Each 
major capitalist country has a stock exchange which is generally located in the main busi- 
ness centre eg. London, Johannesburg, New York. 

WEALTH - is the amount of assets a person has. Assets can take the form of money, 
jewellery, houses, land, factories and so on. Wealth differs from income because it is a 
stock of assets whereas income is a flow of money. Another important distinction is that 
certain assets are productive and others are not. Ownership of productive assets is the 
basis of the economic power that capitalists have. 
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A bibliography is meant to be a reading guide. It contains a list of some of the important sources 
where more information concerning the subject being discussed can be found. Written information is 

. found in various kinds of publications. These include books, journals, occasional publications, 
periodicals and newspapers. Some of these are published daily, others weekly and yet others are 
monthly or less frequent publications. 

It is important to remember that all written documents represent a particular viewpoint and that 
this even includes documents which only deal with "facts and figures". This is so because "facts and 
figures" are selected to represent a particular position. This booklet, for example does not pretend. It 
represents the point of view of the working class. Most information in the capitalist world, however, 
represents the views and the power of the capitalist classes. After all, it is they who own the vast 
majority of the printing presses, books, materials and most importantly the newspapers of the world. 
So one has to be guarded and careful about how one uses written information. It would be foolish to 
take "facts and figures" or any other information for granted simply because it is written in a well 
organised book or publication. 
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There are various newspapers, journals which carry important facts about the economy. Some of 
these are easily obtained: 

Newspapers: 
- Business Day 
- Weekly Mail 
- The finance sections of weekend papers. 

Periodicals 
- Financial Mail 
- SA Barometer 
- Indicator South ~ f r i c a .  
(The latter 2 are not so easy to get but are available through subscribing.) 

Houghton, D.H. 1976 The South African Economy OUP, Cape Town 
Nattrass, J. 1981 The South African Economy - Its Growth and Change OUP, Cape Town 
Nedbank Group (1983) South Africa - an Appraisal Johannesburg 2nd edition 
SA Reserve Bank Bulletins 
SA Statistics - Quarterly Bulletin of Statistics 
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Sussex 
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