The political economy of the
welfare state
Patrick Bond
Professor, Centre for Civil Society and
School of Development Studies,
University of KwaZulu-Natal, Durban
9 July 2012: South Africa poli-econ lecture

School of Built Environment and
Development Studies Course

in SA race-class-gender debate,

Harold Wolpe’s
‘articulation of
modes of
production’
Smith: ‘it is the logic of uneven
development which structures
the context for this articulation’

half-century of SA political-economic theory:
‘race-class debate’ and underdevelopment
• liberal-modernisationist (pro-market), 1960-90s

•
•
•
•
•
•
•
•
•

‘colonialism of a special type’, 1960s-90s
‘articulations of modes of production’, 1970s
‘fractions of capital’, late 1970s
‘racial capitalism’, early 1980s
social history, 1980s
Regulation Theory, late 1980s
‘Minerals-Energy Complex’, mid-1990s
‘two economies’, developmental state, 2000s
uneven and combined development (?)

historical poli-econ periodisation with tensions
between national-global and production-finance
•battle over colonial control from the first settlers in 1652 through 1804;
•early capitalist crises of the 1810s-60s;
•the turbulent emergence of the financial-mining nexus during the 1870s-80s;
•massive centralisation of financial and mining capital during the 1880s;
•the relation between financial speculation and politics during the 1890s-1900s;
•the reassertion of local control during the 1910s;
•financial restructuring of local economic geography during the 1910s-20s;
•international financial collapse during the 1930s;
•the gold-based recovery of the 1930s-40s;
•the rise of Afrikaner finance during the 1930s-50s;
•the financing of post-war development; and
•the contemporary rise of finance
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a way to frame poli-econ in South Africa?

racialapartheid
‘Swiss
cheese’
geography
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areas, with
bantustans for
rural black
Africans
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shortages

South African resource
sovereignty: mineral belt and
infrastructure networks

11

th
20

c. South African growth/decline
globalisation and
world stagnation

deglobalisation:
growth of infant industries
during Great Depression

A semi-Keynesian state
Great Depression (1929-32 in SA)

SA’s longest-ever depression, 1989-93

SA currency decline
financial liberalisation, 1995

Apartheid debt crisis, 1985

stagnation in world GDP growth, 1960s-2000s

gold apartheid
artificial price
GEAR’s
debt crisis,
crash 1985
gold high,
decline,
1976-81
1996-2000

world
SA’s longest
capitalist
depression, AIDS means more
deaths, thus higher crisis,
1989-1993 per capita GDP
2008-??

declining SA manufacturing profit rate
Rate of Profit (as % of capital stock)

deep-rooted capitalist stagnation
due to ‘overaccumulation crisis’
(and then 1985 banking crisis)
finally responsible for late 1980s
break between white Johannesburg
capital and racist Pretoria
government

similar US profit decline

1948

1955

1965
1975
1986
Source: Nicoli Nattrass, Transformation 1989

pre-1994 roots of neoliberalism:
unilateral late-apartheid regime shift
1) sanctions bite English-speaking business, 1985;
2) F.W. DeKlerk transferred power from ‘securocrats’
to ‘econocrats’ by 1989;
3) inward-oriented siege economy – state
investments, border industrial zones, subsidies, low
interest rates –– phased out, late 1990s;
4) IMF macroeconomic advice adopted, 1989;
5) longest depression in SA history, 1989-93;
6) Iscor (state iron company) privatised, 1989;
7) Value Added Tax installed, 1991;
8) Normative Economic Model adopted, 1993;

1990-94 roots of neoliberalism:
African National Congress technocrats co-opted
1) more than a dozen World Bank ‘reconnaissance missions’
(‘Knowledge Bank’) from 1990-94 in all sectoral areas (ANC
made radical Mass Democratic Movement allies cooperate);
2) ANC allowed intermediary agencies like Anglo American
Corporation’s Urban Foundation thinktank and the
Development Bank of Southern Africa to play crucial role in
shaping transition in hotly contested fields like housing,
water, energy, land, healthcare and education;
3) October 1993 agreement to repay apartheid debt - $25
billion in foreign loans from commercial banks, and
somewhat more domestically – prevented subsequent ANC
government from social spending;

1990-94 roots of neoliberalism
4) Interim Constitution in November 1993 assured
property rights and ‘independent’ Reserve Bank (i.e.
banker-biased, democracy-insulated);
5) International Monetary Fund set the stage for
other neoliberal economic policies – e.g. public sector
wage and spending cuts –– as condition for December
1993 $850 mn loan;
6) IMF manager Michel Camdessus told Nelson
Mandela to reappoint apartheid-era finance minister
(Derek Keys) and central bank governor (Chris Stals).

resistance? RDP precedents
–Freedom Charter (1955)
–Other ANC and MDM statements?
–Preparing to Govern (1992)
–Organic struggles?
–Cosatu debates
–Making Democracy Work (MacroEconomic
Research Group)
–December 1993 IMF loan agreement?

post-apartheid
neoliberal
consolidation
Pre-1996 roots
of neoliberalism
1) General Agreement on Tariffs and Trade (soon became the
World Trade Organisation) hit South Africa hard in mid-1994, as
fast-declining manufacturing protection reversed the
anticipated gains of liberation for workers;
2) in early 1995, dissolution of the dual exchange rate system (a
‘financial rand’ used to deter international capital flight during
the prior decade) and encouragement of stock market
investment by international finance meant a huge inflow;
3) then, on five separate occasions in the subsequent fifteen
years, dramatic outflows and currency crashes of at least 25%;
4) first of these runs, in February 1996, followed a rumour
(unfounded) that Mandela was ill, and left the president and
his team so psychologically shaken that they ditched their last
left vestige, the Reconstruction and Development Programme
ministry, and within four months imposed macroeconomic
‘Growth, Employment and Redistribution’ neoliberal policies.

Result? two views
“I am sure that Cecil John Rhodes would have
given his approval to this effort to make the South
African economy of the early 21st century
appropriate and fit for its time.”
- Nelson Mandela, launching the Mandela Rhodes
Foundation, 25 August 2003

“We are on a completely disastrous path…We're
calling for total overhaul of the economy of South
Africa ... We've inherited an economy that was
designed to serve the interests of a small minority.
We have not developed an industrial strategy.”
- Zwelinzima Vavi, 25 November 2009

protest - from racial apartheid…

a scene from Soweto, 1976

… to class apartheid

a few kms from Soweto, a scene from Riverlea,
next to Soccer City, October 2009

ubiquitous

‘service
delivery
protests’

Police protest measurements

elite ANC politics, 2008

Rob Davies, Minister of Trade and Industry,
National Assembly Statement on IPAP2, 18 Feb 2010

• SA’s recent growth was driven to too great an extent by
unsustainable growth in consumption, fuelled by credit
extension. Between 1994 and 2008 consumption
driven sectors grew by 7.7% annually, compared with
the productive sectors of the economy which grew by
only 2.9% annually. This has meant that even at the
peak of our average annual growth - 5.1% between
2005 and 2007 - unemployment did not fall below
22.8%. Manufacturing – which constitutes a sizeable
chunk of our value added production – has not enjoyed
sufficient dynamism. This is mainly because the
relative profitability of manufacturing has been low as
a result of a number of factors.

• These include:
· A volatile and insufficiently competitive currency;
· The high cost of capital relative to our main trading partners;
particularly that channeled towards value-added sectors such as
manufacturing, resulting in a too limited allocation of capital to
these sectors;
· The monopolistic provision and pricing of key inputs into
manufacturing;
· An aged, unreliable and expensive infrastructure system;
· A weak skills system; and
· The failure to adequately leverage public capital and other large
and repetitive areas of public expenditure.
• The negative, unintended consequences of this growth path are
manifold they include large and unsustainable imbalances in the
economy, continued high levels of unemployment and a large
current account deficit. These weaknesses have been exacerbated
by the global recession. Taken together these challenges are
enormous.

Even government admits:

‘Transforming the Economy’?
Minister Pravin Gordhan’s 2010 budget

?

?

TWO DISTINCT
ECONOMIES?

Mbeki on the ‘first economy’
the modern industrial, mining, agricultural, financial, and
services sector of our economy that, everyday, become ever
more integrated in the global economy.
Many of the major interventions made by our government
over the years have sought to address this ‘first world
economy’, to ensure that it develops in the right direction, at
the right pace. It is clear that this sector of our economy has
responded and continues to respond very well to all these
interventions.
This is very important because it is this sector of our economy
that produces the wealth we need to address the many
challenges we face as a country…

Mbeki on the ‘second economy’
The successes we have scored with regard to the ‘first world
economy’ also give us the possibility to attend to the problems
posed by the ‘third world economy’, which exists side by side
with the modern ‘first world economy’…
Of central and strategic importance is the fact that they are
structurally disconnected from our country’s ‘first world
economy’. Accordingly, the interventions we make with regard
to this latter economy do not necessarily impact on these
areas, the ‘third world economy’, in a beneficial manner.
(emphasis added)

Mbeki, T. (2003), ‘Steps to End the Two Nations Divide’, ANC
Today, 3, 33, 22 August, http://www.anc.org.za.

Gillian Hart on two economy discourses
The operative question, then is not whether the First/Second
Economy is an accurate portrayal of reality, but rather how it is
being constructed and deployed to do political - or perhaps more
accurately, depoliticising work. What is significant about this
discourse is the way it defines a segment of society that is
superfluous to the ‘modern’ economy, and in need of paternal
guidance…they are deserving of a modicum of social security, but
on tightly disciplined and conditional terms.
Hart, G. (2005), ‘Beyond Neoliberalism? Post-Apartheid Developments in Historical and
Comparative Perspective,’ in V.Padayachee (Ed), The Development Decade? Social and
Economic Change in South Africa 1994-2004, Pretoria, HSRC Press.

in defence of ANC rule
•“developmental state is now under construction,
combining increased welfare spending (child
grants and pensions) with smart industrial
projects and a major increase in state
infrastructure investment”;
•“social democratic ideology of ruling party
includes critique of SA big business and 'global
apartheid'”;
•“with Zuma victory at Polokwane and power of
Cosatu-SACP-ANCYL-ANCWL bloc, a turn to the
left can be expected – with nationalisation, looser
monetary policy and serious industrial policy on
the agenda, and worker-leaders appointed to
cabinet”

Alan Hirsch’s Season of Hope
social democratic approach to social reform—it is the state’s job
to underwrite the improvement in the quality of life of the poor
and to reduce inequalities, but with a firmly entrenched fear of
the risks of personal dependency on the state and of the
emergence of entitlement attitudes….
a Northern European approach to social development combined with
elements of Asian approaches to economic growth, within conservative
macroeconomic parameters. This remains the intellectual paradigm within
which the ANC operates…
[B]ecause the ANC was confident of electoral success for at least 10 to 15
years, reaping the liberation political dividend, it did not feel forced to
introduce risky, populist economic or fiscal policies to retain electoral
support. Long-term growth prospects are brighter today in South Africa
than at any other time in its recent history.
The macroeconomy is in good shape and is well managed; new state and
civic institutions are growing in authority and competence; developmental
strategies have been tested and modified and are now making headway.
The country is stable and the government has elicited new levels of trust
and confidence…
Government and businesses in South Africa have learned to manipulate
the levers of growth, and redistributive policies are reinforcing the
positive growth trajectory. Where the ceiling is no one really knows.

results of neoliberalism
• society became much more unequal, with the Gini
coefficient up from an extremely high 0.60 in 1994 to
0.72 in 2006;
• unemployment doubled to a rate around 40% (if those
who have given up looking for work are counted,
around 25% otherwise);
• state delivery of houses, water/sanitation,
electricity, healthcare and education are considered
either inferior or more expensive than during apartheid;
• a ‘general decline in the state of the environment’
since 1994, according to the leading state regulatory
official following a 2006 ecological audit;

results of neoliberalism
• to finance state infrastructure spending and steady tax cuts for
corporations (down from a rate of nearly 50% in 1994 to less than 30%
today), Manuel engineered a parasitical growth process that looks
impressive at surface level – a 5 percent GDP increase for much of the
2000s – but isn’t;
• GDP growth fails to incorporate the depletion of non-renewable
resources, and if such calculation is adjusted, SA would have a net negative
per person rate of national wealth accumulation, according to even the
World Bank;
• most profitable sectors of the SA economy, as everywhere, have been
finance, insurance and real estate, as well as communications and
commerce, due to speculative and trade-related activity associated with
late neoliberalism;
• labour-intensive sectors such as textiles, footwear and gold mining shrunk
by 1-5% per year, and overall, manufacturing as a percentage of GDP also
declined;
• private gross fixed capital formation was a meager 15-17 percent from
1994-2004.

root cause of crisis and neoliberalism
• SA’s sustained overaccumulation problem in existing
(highly-monopolised) industry, with manufacturing capacity
utilization down to the high 70s percentage range during
the early 2000s;
• instead of funding new plant and equipment in this
environment, corporate profits were redirected into
speculative real estate and the Johannesburg Stock
Exchange: there was a 50% increase in share prices during
the first half of the 2000s, and the property boom which
began in 1999 had by 2007 sent house prices up by a world
record 400% (in comparison to just 100% in the US market
prior to the burst bubble and 200% in second-place Ireland);
• free-market macroeconomic and microdevelopment
policies logically accompanied these structural shifts.

‘Developmental state’ to the rescue?
• Coega industrial complex aimed at attracting persistently elusive
aluminium smelter (by early 2008 electricity shortages made this
unlikely as it would add 3.5 percent demand to the stressed grid while
creating only 800 jobs), perhaps anchored by PetroSA R80 bn oil
refinery;
• Lesotho Highlands Water Project mega-dams which permit hedonistic
water consumption in Johannesburg while raising prices for townships;
• several bloated soccer stadiums for 2010 Soccer World Cup;
• R50(?) billion arms deal;
• more than R1 trillion on nuclear and coal-fired power plants
notwithstanding danger of nukes (loose bolt – ‘sabotage’ said Erwin – at
Koeberg) and SA’s world-leading CO2 emissions rate; and
• Gautrain R20 billion fast rail network allowing wealthy travelers easy
albeit expensive access between Johannesburg, Pretoria and the OR
Tambo airport;
• new Durban airport, Dube Trade Port, dug-out port and doubling of
Durban-Joburg petrol pipeline (R150 bn).

critique of South African
macroeconomic management
- Why interest rates should be lower, and
‘inflation targeting’ scrapped
- Why fiscal stimulus should be higher and
better directed
- Why exchange controls and a debt audit are
needed to solve SA’s international financial
vulnerability

How did SA become so vulnerable to
world economic crisis?
Two sources
• Trade liberalisation
– WTO from 1994
– East Asian import surge from 2000

• Financial liberalisation
– 1995 exchange control liberalisation
– 2000s relistings of major SA firms abroad

SA financial volatility and capital flows

Political liberation

Financial
liberalisation

Currency volatility
Source: Stephen Gelb, Edge Institute

Mid-1980s
near-revolution

Liberation

Post-apartheid
macroeconomic
‘stability’

Five currency crashes, 1996-2008

interest rate reactions
Source of graphs: UNDP SA HDR 2003

highest ‘real’ (after-inflation) rate in SA history

removal of financial rand exchange
controls, March 1995

last year, only Greece had higher
interest rate (Feb 2011)

SA banking profits amongst world’s
highest (return on equity, 1996-2005)

Source: ABSA Bank testimony to Competition Commission

During 2006-08, SA bank lending
soared from 100-135% of GDP

Source: SA Reserve Bank

SA economy driven by consumers,
in turn driven by credit surge
Source: IMF

Inequality indices worsen, 1993-2006
Both Theil and Gini measures rose

Comparative inequality: SA #1
Source: International Monetary Fund Article 4 Consultation, Staff Report, September 2009

youth unemployment

Labour force participation rate low
Source: International Monetary Fund Article 4 Consultation, Staff Report, September 2009

Consumer debt reaches unprecedented heights

Source: SA Treasury

But credit card and home mortgage bond
‘non-performing loans’ soared since 2007

Source: IMF Executive Board Article IV Consultation, October 2008

Doubling of default rates during 2008, from less than 30%
of net interest income to over 50%

Source: SARB

followed by a
severe credit crunch

World’s biggest
property bubble:
389% increase, 1997-2008
Responsible for construction
and finance (motor of
economy, jobs)

with new blips in 2009 and 2011

still very overpriced

investment reaction to stagnation: capital strike
Anglo American, DeBeers, Old Mutual, SA Breweries,
Investec, Didata, Gencor (BHP Billiton), Liberty Life

English-speaking
capital escapes
to London

SA’s biggest firms moved offshore, many after getting permission by
Trevor Manuel to relist financial hq on London Stock Exchange

Key factor: overproduction
(proxy: manufacturing capacity utilisation)

Belated fixed investment rise: state megaprojects
(e.g. stadia, Gautrain, Medupi, Coega, SAA, arms) –
but domestic savings don’t keep up

Source: SA Treasury

Hence the need to attract more foreign savings, making
SA vulnerable to rapid swings, leading in turn to dramatic
increases in foreign debt

Source: SA Treasury

SA economy still extremely unbalanced
Gross fixed capital formation

components of investment: renewed deindustrialisation since 2008

SA private-sector jobs crisis continues
Gross fixed capital formation

components of investment: renewed deindustrialisation since 2008

SA consumers losing buying power

SA Treasury’s (brief)
Keynesian moment

should Pretoria
spend more to meet
SA’s vast socioeconomic needs?

SA has way lower debt
than peer economies
Malaysia, Brazil,
Argentina, Thailand

current account deficit mainly due to
dividend/profit/interest outflows

update: current account deficit still mainly
due to dividend/profit/interest outflows

With high interest rates and high currency,
current account deficit now getting serious
(emerging markets current account/GDP)

Source: IMF Article 4 Consultation, 8/07

World’s most risky emerging market

The Economist, 25 Feb 2009

rapid rise in SA
foreign debt, 2000s

update: foreign debt keeps rising: $120 bn likely

but Johannesburg Stock Exchange speculation continues

and overall economy fading after brief 2010 recovery

environmental
degeneration:
SA now amongst
world’s worst five
countries for
eco-stewardship
Yale/Colombia Universities’ Environmental Performance Index, 2012

The RDP
‘We have emerged as the majority party on the basis of the programme which is
contained in the Reconstruction and Development book. That is going to be the
cornerstone, the foundation, upon which the Government of National Unity is going to
be based. I appeal to all leaders who are going to serve in this government to honour
this programme.’
Nelson Mandela, May 1994
But since the RDP was a ‘mixed bag’ of left, centrist and conservative policies, the tragic
result:
mainly the conservative (‘neoliberal’) components were adopted, while the mass basic
needs were largely ignored, and protests by (pro-ANC) community/social activists were
repressed!
Still – because the RDP is a multisectoral programme whose analysis, visions, concrete
demands and implementing strategies were the result of decades of everyday
struggles, and since as drafters we tried to respect the integrity of those struggles, and
since the document was constructed in late 1993 and early 1994 in the most
participatory manner feasible under the circumstances, the RDP bears ongoing
consideration

The RDP
PREFACE
1. INTRODUCTION TO THE RDP
1.1 What is the RDP?
1.2 Why do we need an RDP?
1.3 Six basic principles of the RDP
1.4 The key programmes of the RDP
1.5 Conclusion

The RDP
2. MEETING BASIC NEEDS
2.1 Problem statement
2.2 Vision and objectives
2.3 Jobs through public works
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The RDP’s growth/development link
If growth is defined as an increase in output, then it is of course a basic goal.
However, where that growth occurs, how sustainable it is, how it is
distributed, the degree to which it contributes to building long-term
productive capacity and human resource development, and what impact
it has on the environment, are the crucial questions when considering
reconstruction and development.
The RDP integrates growth, development, reconstruction and redistribution
into a unified programme. The key to this link is an infrastructural
programme that will provide access to modern and effective services like
electricity, water, telecommunications, transport, health, education and
training for all our people.
This programme will both meet basic needs and open up previously
suppressed economic and human potential in urban and rural areas. In
turn this will lead to an increased output in all sectors of the economy,
and by modernising our infrastructure and human resource development,
we will also enhance export capacity.

The RDP’s growth/development link
Five key programmes are:
• meeting basic needs;
• developing our human resources;
• building the economy;
• democratising the state and society, and
• implementing the RDP.

The RDP’s growth/development link
The first priority is to begin to meet the basic needs of
people - jobs, land, housing, water, electricity,
telecommunications, transport, a clean and healthy
environment, nutrition, health care and social
welfare. In this way we can begin to reconstruct
family and community life in our society… to
redistribute a substantial amount of land to landless
people, build over one million houses, provide clean
water and sanitation to all, electrify 2,5 million new
homes and provide access for all to affordable
health care and telecommunications.

The RDP’s growth/development link
Our people should be involved in these programmes
by being made part of the decision-making on
where infrastructure is located, by being employed
in its construction and by being empowered to
manage and administer these large-scale
programmes. These major infrastructural
programmes should stimulate the economy through
increased demand for materials such as bricks and
steel, appliances such as television sets and washing
machines, and many other products...

The RDP’s growth/development link
A key focus throughout the RDP is on ensuring a full and equal
role for women in every aspect of our economy and society.
With this emphasis and with the emphasis on affirmative
action throughout the RDP, we must unlock boundless energies
and creativity suppressed by racism and discrimination.
An arts and culture programme is set out as a crucial component
of developing our human resources. This will assist us in
unlocking the creativity of our people, allowing for cultural
diversity within the project of developing a unifying national
culture, rediscovering our historical heritage and assuring that
adequate resources are allocated.

The RDP’s growth/development link
The economy has strengths and weaknesses. Mining, manufacturing,
agriculture, commerce, financial services and infrastructure are well
developed. At present we have a large surplus of electricity. These are
strengths we can build on. But so far they have not benefitted all our
people. A process of reconstruction is proposed to ensure that these
strengths now benefit all our people.
But we must also address serious weaknesses in our economy. There are still
very clear racial and gender inequalities in ownership, employment and
skills. Past industrial policies assisted in creating employment and were an
important factor in developing industry but they were also accompanied
by repressive labour practices, neglect of training, isolation from the
world economy and excessive concentration of economic power. The
result is a low level of investment in research and development, low and
inappropriate skill levels, high costs, low productivity and declining
employment.

The RDP’s growth/development link
Central to building the economy is the question of worker rights.
Past policies of labour exploitation and repression must be
redressed and the imbalances of power between employers
and workers corrected. The basic rights to organise and to
strike must be entrenched. And negotiations and participative
structures at national, industry and workplace level must be
created to ensure that labour plays an effective role in the
reconstruction and development of our country.

The RDP’s globalisation warning
The pressures of the world economy and the
operations of international organisations such as
the International Monetary Fund (IMF), World Bank
and GATT, affect our neighbours and South Africa in
different ways. In the case of our neighbours, they
were pressured into implementing programmes
with adverse effects on employment and standards
of living. It is essential that we combine to develop
effective strategies for all Southern African
countries.

The RDP on redistribution
The RDP links reconstruction and development in a
process that will lead to growth in all parts of the
economy, greater equity through redistribution,
and sustainability. The RDP is committed to a
programme of sustainable development which
addresses the needs of our people without
compromising the interests of future
generations.

Chaper Two: Basic needs
Priority areas that are considered in the present chapter are job creation
through public works programmes, and provision of a variety of basic
needs:
• land reform
• housing and services
• water and sanitation
• energy and electrification
• telecommunications
• transport
• environment
• nutrition
• health care
• social security and social welfare
• (The RDP objectives in education and training, arts and culture, sport and
recreation, and youth development are elaborated in Chapter Three,
'Developing our Human Resources'.)

Public works values
All short-term job creation programmes must ensure adequate incomes and
labour standards, link into local, regional or national development
programmes, and promote education, training and community capacity
and empowerment…
A further component of the public works programme must be provision of
education and training and the involvement of communities in the
process so that they are empowered to contribute to their own
governance…
The public works programme must maximise the involvement of women and
youth in the poorest rural households and most deprived regions to
create assets such as water supply, sanitation and clinics. This must have
significant socio-economic benefits, particularly with respect to
production which meets women's basic needs (such as child-care
facilities).

Land reform
A land tax on rural land must be based on clear criteria, must help to
free up underutilised land, must raise revenues for rural
infrastructure, and must promote the productive use of land.
A democratic government must ensure secure tenure rights for all
South Africans by adopting a tenure policy that recognises the
diverse forms of tenure existing in South Africa. It must support the
development of new and innovative forms of tenure such as
Community Land Trusts and other forms of group land-holding.
The programme must aim to redistribute 30 per cent of agricultural
land within the first five years of the programme. The land
restitution programme must aim to complete its task of adjudication
in five years.

Housing
The RDP endorses the principle that all South Africans have a
right to a secure place in which to live in peace and dignity.
Housing is a human right. One of the RDP's first priorities is to
provide for the homeless… The democratic government is
ultimately responsible for ensuring that housing is provided to
all. It must create a policy framework and legislative support so
that this is possible, and it must allocate subsidy funds from
the budget - to reach a goal of not less than five per cent of the
budget by the end of the five-year RDP - so that housing is
affordable to even the poorest South Africans.

Housing
As a minimum, all housing must provide protection from weather,
a durable structure, and reasonable living space and privacy. A
house must include sanitary facilities, storm-water drainage, a
household energy supply (whether linked to grid electricity
supply or derived from other sources, such as solar energy),
and convenient access to clean water.
Land speculation must be prevented and land monopolies broken
up. Land planning must involve the communities affected. Land
taxes and zoning should seek to promote urban development
patterns consistent with RDP objectives.

Housing subsidies
Government funds and private sector funding must be blended in
order to make housing finance affordable. A national housing bank
and national home loan guarantee fund must be initiated to
coordinate subsidies and financing most efficiently. Subsidies must
be provided in ways which reduce corruption, promote
transparency, target the poor and eliminate gender discrimination.
Mechanisms (such as time limits on resale, or compulsory
repayment of subsidies upon transfer of property) must be
introduced to prevent speculation and downward raiding. Subsidies
could apply to a variety of tenure forms, but must be paid directly to
individuals, groups or community-controlled institutions.
Communities must get sufficient funds in order to ensure that they
are not divided.

Housing finance
Finance. End-user finance and credit must be made available for diverse
tenure forms, community designs and housing construction methods.
Commercial banks must be encouraged, through legislation and
incentives, to make credit and other services available in low-income
areas; 'redlining' and other forms of discrimination by banks must be
prohibited. Community-controlled financing vehicles must be established
with both private sector and government support where necessary.
Locally controlled Housing Associations or cooperatives must be
supported, in part to take over properties in possession of banks due to
foreclosure. Unemployment bond insurance packages and guarantee
schemes with a demand-side orientation must be devised. Interest rates
must be kept as low as possible.

Water
The RDP's short-term aim is to provide every person with
adequate facilities for health. The RDP will achieve this by
establishing a national water and sanitation programme which
aims to provide all households with a clean, safe water supply
of 20 - 30 litres per capita per day (lcd) within 200 metres, an
adequate/safe sanitation facility per site, and a refuse removal
system to all urban households.
In the medium term, the RDP aims to provide an on-site supply of
50 - 60 lcd of clean water, improved on-site sanitation, and an
appropriate household refuse collection system. Water supply
to nearly 100 per cent of rural households should be achieved
over the medium term, and adequate sanitation facilities
should be provided to at least 75 per cent of rural households.

Water
To ensure that every person has an adequate water supply, the
national tariff structure must include the following:
• a lifeline tariff to ensure that all South Africans are able to
afford water services sufficient for health and hygiene
requirements;
• in urban areas, a progressive block tariff to ensure that the
long-term costs of supplying large-volume users are met and
that there is a cross-subsidy to promote affordability for the
poor, and
• in rural areas, a tariff that covers operating and maintenance
costs of services, and recovery of capital costs from users on
the basis of a cross-subsidy from urban areas in cases of limited
rural affordability.

RDP mandate became ANC ‘Free Basic Services’
electoral promise, December 2000
• In the context of municipal
legitimacy problems: ‘ANCled local government will
provide all residents with a
free basic amount of water,
electricity and other
municipal services, so as to
help the poor. Those who
use more than the basic
amounts will pay for the
extra they use.’

But what happened to this ‘Free Basic Water’
promise in Johannesburg, SA’s largest city?
Red line is Jo’burg’s pricing regime
(2001 – but it has since became
more convex), hence not much
redistribution;
For family of 10 (blue line), a larger
free lifeline, and smaller increases
at lower consumption levels;
for high-volume consumption,
dramatic increases so as to curb
consumption;
same principle applies to cross-subsidy
between commercial customers and
households.

Talk Left, Turn (the handle) Right:
Neoliberal water pricing and disconnections

• disconnections of water and other services
reached epidemic levels in the late 1990s: lead
water official Mike Muller admits, ‘275 000 of all
households attributed interruptions to cut-offs
for non-payment’ in 2003 alone = 1.5 million
people affected

RDP’s neoliberal economic mandates

• maintaining excessively strict limits on
state expenditure;
• promotion of international
competitiveness;
• endorsement of an independent
Reserve Bank insulated from democratic
policy inputs.

The RDP’s progressive social promises
• RDP’s central commitment to meet basic needs of all South
Africans, in first five years of liberation;
• a million new low-cost houses available to even the poorest
South Africans;
• electrification of 2.5 million houses;
• hundreds of thousands of new jobs;
• redistribution of 30 per cent of good agricultural land;
• clean water and sanitation for all;
• a cleaner environment;
• full reproductive rights for women;
• universal primary health care and social welfare;
• massive educational initiative.

The RDP’s progressive institutional promises
Several specific foundations which might one day form the basis
for deeper socio-economic transformation:
• new Housing Bank to blend state subsidies with workers’
pension funds (protected against repayment risk) so as to
ensure loans were affordable’
• call to change (by law) directors of the major mutually-owned
insurance companies, Old Mutual and Sanlam;
• decisive commitment to reproductive rights (the RDP pointed
out women’s existing oppression and offered solutions);
• anti-trust attacks on corporate power.

The RDP’s progressive political promises
The RDP supports what was termed ‘a strong but slim state’
which would continually empower civil society through not
only capacity-building but also opportunities to input into
major decisions;
in the RDP chapter on ‘Democratising State and Society,’ the
phrase ‘deepening democracy’ took on more substantive
content through explicit endorsement of direct democracy
(‘people-driven development,’ ‘community control,’ etc).

Most progressive provision in the
RDP White Paper (September 1994)
‘A vibrant and independent civil society is essential to the democratisation of
our society which is envisaged by the RDP. Mass-based organisations will
exercise essential checks and balances on the power of Government to act
unilaterally, without transparency, corruptly, or inefficiently. The RDP
envisages a social partnership and Government should therefore provide
services and support to all sectors, especially organised labour, the civics,
business, women’s groups and the churches ... Government has a duty in
terms of the RDP to encourage independent organisation where it does
not exist, such as rural areas ... Strong consumer and environmental
movements are essential in a modern industrial society and should be
facilitated by Government.’

RDP wounded within weeks: May 1994
Business Day journalist Greta Steyn:

‘Mandela clearly promised a lower deficit and
tried to dispel fears that the RDP would lead to
rampant government spending. It seems the RDP
is more a state of mind -- a philosophy -- rather
than an actual programme. One wonders what
the “comrades” on the left who helped write the
RDP will think of the way in which it is
implemented.’

Obfuscating the RDP, 1994
• In his first post-election interview, Mandela remarked that the RDP
document contained ‘not a word about nationalisation’--but
apparently neither he nor interviewer Ken Owen had read as far as
page 80, where the RDP cited the need for ‘increasing the public
sector in strategic areas through, for example, nationalisation.’
• A month into his new job (June 1994), defense minister Joe Modise
advanced the extraordinary claim that Armscor had ‘the capability to
participate meaningfully in the Reconstruction and Development
Programme. The next day, housing minister Joe Slovo announced,
‘Government cannot condone squatting,’ possibly having mistaken
the RDP promise of squatters’ rights legislation for advocacy on behalf
of the rights of upper middle-class property-owners and mining
companies.

Obfuscating the RDP, 1994 (cont.)
• In the wake of the election, the hawkish National Party Western Cape Premier,
former law and order minister Hernus Kriel, and KwaZulu/Natal Inkatha premier
Frank Mdlalose, both endorsed the RDP. So did a variety of ministers and
parliamentarians at national and provincial levels who never actually opened
the RDP book, much less ever considered the logistical difficulties of meeting the
nation’s basic needs.
• Similarly, Eskom chief executive Allan Morgan pointed out his desire to support
the RDP in a Mail and Guardian interview, yet ruled out the cross-subsidisation
from rich to poor customers which is explicitly recommended by the RDP
(interviewer Reg Rumney was, predictably, silent on the discrepancy), and soon
announced his intention to raise foreign loans for one third of Eskom’s
electrification projects, a financing route explicitly prohibited in the RDP.
• Labour minister Tito Mboweni had already, in February 1994, ‘declared
triumphantly’ to the Economist that minimum wages and nationalisation got no
mention in the RDP, while the magazine presumed financing would occur
through ‘drawing on World Bank loans’ (wrong on all counts).

RDP objectives achieved, 1994-99
• • there should be a strong commitment to affirmative action in the civil
service (notwithstanding the job guarantees assured in a negotiations
compromise);
• • community structures should be involved in water delivery projects
(though without funding to assure project sustainability);
• • there should be sliding tariff scales for water, whereby larger consumers
pay more per unit than ‘lifeline’ (free) consumers (this occurred at
national though not, typically, at local level);
• • there should be universal access to telecommunications in the short
term and universal service in long term (though local phone call rates
soared in price, while long-distance calls dropped, as a function of the
reduced cross-subsidy which in turn made telephone access far more
expensive for newly-installed black consumers than it had been for poor
whites);
• • there should be community participation in environment policy and
decision-making processes;

RDP objectives achieved, 1994-99
• • there should be a strong commitment to meet basic nutritional needs
(though budget cuts made this commitment hollow in many areas);
• • there should be free health care at primary health care facilities, and
community participation in health care (though construction of clinics
was a very slow process);
• • there should be reproductive rights for women;
• • there should be new legislation for school governance;
• • there should be a National Qualifications Framework and legislation;
• • there should be transformation of publicly funded arts structures
(though funds were cut);
• • there should be multipurpose community arts centres pilot projects;
• • the convention on the Rights of the Child should be ratified;

RDP objectives achieved, 1994-99
• • most minerals should be taken back into formal state ownership
(though compromises with mining houses made this a relatively weak
measure);
• • mine safety and health should be affirmed in legislation (except,
notably, relating to nuclear safety);
• • responsible tourism should be promoted;
• • worker rights (and no lock-out clause for employers) should be affirmed
in Constitution;
• • labour market policy should be reviewed;
• • there should be prohibition of sexual harassment;
• • international labour conventions should be ratified;
• • socio-economic rights and gender equality should be affirmed in
Constitution;
• • there should be limitations on property rights in Constitution;
• • there should be human rights for prisoners in Constitution, and
• • there should be participation in policy-making by civil society.

RDP objectives ignored, 1994-99
•
•
•
•

•
•

• instead of being paid market-related wages prevailing in the construction sector (R60 per
day), as promised in the RDP, extremely low public works payments for workers (typically
amounting to below R20 per day) were linked to discrete tasks (not wages);
• the promised land redistribution target of 30 per cent within 5 years was scaled down
dramatically (less than 1 per cent of land was redistributed), and substantial funding for
land redistribution was not forthcoming;
• the promised minimum standards for housing were replaced by ‘incremental’ process
and inadequate ‘basic services,’ and a strong state role in housing was negated in favour of
market-driven approach (see Chapter 4);
• the promised municipal supply of ‘lifeline’ water (based on cross-subsidies) was rejected
in favour of insistence on virtually full payment of operating and maintenance costs (plus
an erratic local ‘equitable share’ grant that only became effective in mid-1998, and only in
a few areas);
• there was a lack of commitment to promised cross-subsidisation within the electricity
sector (hence the rate of rural electrification slowed to a crawl);
• publicly-owned passenger transport--mandated to increase in the RDP--was instead
replaced by tendered contracts and permits for rail, bus and taxi operations, with
privately-controlled passenger transport (even the chaotic kombitaxi sector) deemed to be
‘self-regulating,’ at a time transportation subsidies were reduced;

RDP objectives ignored, 1994-99
• • workers’ environmental rights were not addressed;
• • there was a shift from state to individual responsibility for retirement
resources;
• • there were dramatic cuts in social assistance grants to impoverished,
dependent children (in the course of broadening the programme, slowly, to
all children, not just apartheid-era grant recipients);
• • there was a lack of commitment to adult basic education and training;
• • the special educational needs of the disabled were not aggressively
addressed;
• • the reception year of compulsory education was not mandatory;
• • there was a reduced commitment to funding of senior secondary
education;
• • there remained a lack of clarity on funding for arts and culture;
• • there was a focus on sports excellence rather than accessible, affordable
sport and recreation;

RDP objectives ignored, 1994-99
•
•
•
•
•
•
•
•
•
•
•
•
•
•

• youth needs were not adequately addressed by government departments;
• children’s rights and needs were not coherently addressed;
• references to nationalisation were ignored in the RDP White Paper and Gear;
• there were no subsidies available, as promised, for local economic development;
• community/worker input on decentralisation subsidies was completely ignored;
• conversion of defense technology to civilian use was contradicted;
• commerce policy directives were ignored;
• there was virtually no policy on financial sector reform (non-discrimination, communitybased banking, democratisation of pension funds, and combating capital flight);
• provisions for minimum wages were subject to lengthy process;
• there were few changes in company taxes, laws and subsidies to promote worker rights;
• Southern Africa commitments were not taken seriously;
• there was not much worker participation in public services;
• civil society participation in parastatal governance was largely ignored, and
• provisions for the role of women in local government were also ignored.

Mbeki on the RDP (to SACP, 1998)

• One of the issues which the right-wing parties in our country
are very fond of repeating is that our movement has
abandoned the RDP. By this means, they hope to turn the
masses of our people who voted for us in 1994 against our
movement by seeking to project the notion that we have
betrayed the trust that the people placed in the ANC. We must,
of course, expect that these opposition parties will play this
role, in their interest, as part of their strategic objective to
weaken and defeat our movement to bring to a halt the
process of the fundamental transformation of our country.
What is however surprising is that we also find this same
message about the RDP repeated by people who claim to
represent the Left.

Mbeki on the RDP (to SACP, 1998)
• I would like to invite the delegates to Congress to study these
prescriptions contained in the RDP and inform both themselves and the
Alliance in what ways we have departed from them, and therefore
replaced the RDP with Gear. In clear and straight forward language, the
RDP identified a high deficit, a high level of borrowing and the general
taxation level as, to quote the RDP again, ‘part of our macro-economic
problem.’ ...
• It is because our movement as a whole understood clearly the economic
challenges we face, that it refused, as it worked on the RDP, to fall victim
to a subjective and populist approach to the economy and therefore
insisted at various points in the RDP document that ‘particular attention
(must) be paid to these (macro-economic) ratios.’ Comrades also appear
to have forgotten that, having noted the fiscal crisis, characterised in part
by a large budget deficit, and having called for new macro-economic
ratios, the RDP did not then go on to say what these ratios should be.

Mbeki on the RDP (to SACP, 1998)
• For some strange reason, when work is then done
to translate the perspective contained in the RDP
into actual figures, this is then interpreted as a
replacement of the RDP by Gear. The ANC has been
very concerned by the seeming ease with which
comrades within our broad movement for national
liberation have levelled a charge of treachery
against specifically the ANC, basing themselves on
allegations that we have abandoned the RDP, which
in reality, they cannot prove because they are false.

Activists: another South Africa is possible!

Decommodification
• SA activists – especially trade unionists - are at cutting edge of several ongoing struggles
to turn basic needs into human rights:
– thorough-going land reform;
– free antiretroviral medicines to fight AIDS;
– free water (100 liters/person/day);
– free electricity (at least 1 kiloWatt hour/person/day);
– free basic education;
– Renationalisation of Telkom for lifeline phone services;
– prohibition on services disconnections and evictions;
– a 'Basic Income Grant' ; and
– the right to a job!
• All such services should be universal, and financed partly by penalizing luxury
consumption.
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Relative Health Spending
Countries that spend more national income on health care than SA: SOUTH AFRICA
spends 8.7%, #32 in the world (last available data)
#1 United States:14.6%
#2 Cambodia:12.0%
#3 Lebanon:11.5%
#4 Switzerland:11.2%
#5 Sao Tome and Principe:11.1%
#6 Monaco:11.0%
#7 Germany:10.9%
#8 Marshall Islands:10.6%
#9 Togo:10.5%
#10 Uruguay:10%
#11 Iceland:9.9%
#12 Malawi:9.8%
#13 Niue:9.7%
#14 France:9.7%
#15 Malta:9.6%

#16 Canada:9.6%
#17 Norway:9.6%
#18 Greece:9.5%
#19 Australia:9.5%
#20 Portugal:9.3%
#21 Costa Rica:9.3%
#22 Jordan:9.3%
#23 Sweden:9.2%
#24 Bosnia and Herzegovina:9.2%
#25 Palau:9.1%
#26 Belgium:9.1%
#27 Israel:9.1%
#28 Argentina:8.9%
#29 Panama:8.9%
#30 Denmark:8.8%
#31 Netherlands:8.8%

Health Expenditures in 2006
Category

Public

Total

R57.3 bn

Medical
Schemes
R59.6 bn

R116.9 bn

40,263,686

7,127,343

47,391,029

Total
Expenditure per
person

R1,423

R8,361

Public Health
spending as %
of Budget

12.18%

Total
Expenditure
Total Population

Current Healthcare Costs
Public

Medical
Scheme

Hospital

28.6

15.2

Primary Care

9.5

4.4

Private Specialist

Na

11.0

Dentist

0.2

1.7

Public Clinic

9.5

Total Cost
(R billions)

Current Healthcare Costs/Patient
Public
Hospital
Primary Care

R2,645

Medical
Scheme
R9,349

R387

R725
R2,954

Private
Specialist
Dentist

R65

R1,004

Assumed NHI savings
according to international experience
Proportion of Admin Cost in Total Hospital Revenue

26%

Savings under NHI as a Percentage of Admin Costs

22%

Proportion of Admin Cost in Total Physician Revenue

30%

Savings under NHI as a Percentage of Admin Costs

36%

Administrative Cost of NHI as % of Total Cost

3%

Savings due to Gate-keeping

16%

Savings due to Capitation in ambulatory sector

16%

Price adjustment using low-cluster group

12%

What should NHI finance?
Assumption for NHI costing on initial
Public-Private Mix of Providers is based on current
percentage of public provision
Hospitals
Doctors
Specialists
Dentists

83%
16%
n.a.
65%

NHI cost estimates under different scenarios:
private only, public only & public/private mix
R billion
Hospitals
Private Doctor (GP)
Specialists
Dentist
Public Clinics
Supplementary, Allied
Complementary Medicine
Medicine
Administration
Out of Pocket Payments
Total

using existing
private sector
rates

113.1
23.3
61.6
8.8
1.3
24.7
2.2
52.4
8.9
48.1
344.5

using existing
adopting current
public sector rates public/private mix

32.0
12.4
32.8
0.6
1.3
9.8
0.9
23.9
3.5
19.0
136.3

45.6
21.6
61.6
3.4
1.3
16.6
1.5
40.4
5.9
32.1
230.1

Adjustments to incorporate NHI savings
existing private
R billion
sector rates

existing public
sector rates

adopting current
public/private mix

Administrative Savings
from Hospitals

6.5

Na

1.1

Administrative Savings
from Physicians

10.1

Na

9.1

Gatekeeping

55.1

Na

36.8

Capitation
Price difference (low
cluster)

55.1

Na

16.5

42.5

Na

12.7

Total Savings
Total Savings as a % of
Total Spending

169.4

Na

76.2

49%

Na

33%

Total Cost of NHI

175.1

136.3

153.8

Additional and total healthcare spending
using existing
private sector
R rates

using existing
public sector rates

adopting current
public/private mix

Other: HIV and AIDS,
Health Facilities
Infrastructure, Emergency
Medical Services, Health
Sciences and Training,
Health Care Support,
Coroner Services and
Nutrition Programs

11,8 bn

11.8 bn

11.8 bn

Total Health Care
Expenditures

186.9 bn

148.1 bn

165.2 bn

Total Expenditures
per capita

3945

3125

3495

Funding required (Rbn)
R bn

using existing
private sector rates

Health Care Spend

186.9

State subsidies
for Med Aids
State Spending
on Civil
Servants
Existing Public
Health Budget
Existing Medical
Aid (15%
discount)
Required
revenue

using existing
public sector rates

adopting current
public/private mix

165.2

148.1

4

4

4

5.8

5.8

5.8

58.2

58.2

58.2

51

51

51

76.9

28.1

46.2

Risks: despondency-inducing discourses of
NHI critics
* "We need the currently-incompetent/corrupt/deadly public health system to
work better!" – before, how dare government bureaucrats propose NHI
(the subtext is usually: "the state cannot do anything properly");
* "We are very worried about our world-class private healthcare sector!" - which
works fine, we don't want to alienate excellent doctors with NHI
(the subtext is that the private sector - both insurance and health services - is
sacrosanct; NHI will “send the wrong signals” to investors);
* "We think NHI will cost way too much!" - 20% of GDP! $1 trillion! (sic);
* "NHI proponents are keeping numbers secret and haven't done detailed
costing of the programme!" (on first they have a point, but not second)

Opportunities: pro-NHI discourses
* "How do we improve the public health system without much higher
funding flows, and how do we do that without tapping the private
insurance sector's market?"
* “The NHI does not imply the END of the private healthcare sector
tomorrow - only that spiralling costs be controlled and a better spread of
resources achieved"
* “With economic growth, NHI should come in at less than 9% of GDP
within five years, roughly the same as now even though a larger share of
the budget would go to healthcare"

* "The detailed costing of the programme is a DoH job, but preliminary
indications are that a package similar to what people currently receive
can be provided within five years, to everyone in the country, for just
over R150 billion (in 2006 rand projected forward), with a substantial
discount on existing medical aid costs, but increased taxation for all."
* "Savings are expected in various operations, including bulk buying,
cuts in administrative waste, better-directed treatment regimes,
capitation, and more appropriate utilisation rates."
* "Implementation could be via an agency that operates very similar to and in close collaboration with - SARS, so as to ensure efficiency, good
service and transparency."
* “Substantial socio-economic benefits - 'positive externalities' - can
boost overall welfare and GDP; employment opportunities will abound
with expansion of health services to all."

