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Advertorial

Tailor-made nano-sniffer materials to 
monitor air quality in the Faculty of Science and 
Agriculture, University of Limpopo
Professor Hlengani Siweya reports that 

the Faculty of Science and Agriculture at 

the University of Limpopo aims to lay the 

ground work for a Research Chair in nano 

materials in the near future. 

As a first step, he reported that: 

“Recently, the Faculty of Science and 

Agriculture has embarked on a mission of 

increasing its quality of research output 

standards and the number of NRF-rated 

researchers.” 

This sparked the attention of Professor 

David E. Motaung, from the CSIR, who 

recently joined the Physics Department 

of the university in order to be part of this 

journey of growing the university’s scientific 

research impact to improve the socio-

economic living standards of South Africans. 

Prof Motaung is an Associate Professor 

in the Physics Department in the School 

of Physical and Mineral Sciences in the 

Physics Department of the university. He is 

also an affiliated Associate Professor and 

Extraordinary Associate Professor at the 

University of the Free State and University 

of the Western Cape, respectively. He 

comes with a strong background of 

research innovation and development, 

specialising in the application of 

semiconductor metal oxide nanomaterials 

for gas sensing. 

Since his recent arrival at Limpopo 

University he has contributed two book 

chapters to a book titled “Nanosensors for 

Smart Cities”, which is due for publication 

by Elsevier Publisher in 2020. His 

chapters are on (1) Tools and techniques 

for characterisation and evaluation of 

nanosensors, and (2) Nanoscale interface 

techniques for standardised integration.

His impactful work has also been 

extended to filing a UK patent with the 

CSIR, which is currently in progress. 

His dream, with 

the support of 

the Faculty, is 

to enhance and 

attract more 

postgraduate 

students to pursue 

their master’s and 

doctoral studies at the university, providing 

them with all the necessary knowledge 

and international exposure they need. 

Ultimately, his main goal is to achieve the 

NRF Research Chair Initiative, established 

in 2006 by the Department of Science 

and Technology (DST) and the National 

Research Foundation (NRF). It is designed 

to attract and retain excellence in research 

and innovation at South African public 

universities through the establishment of 

Research Chairs. Prof Motaung believes this 

can increase the production and quality 

of master’s and doctoral students while 

advancing the scientific research and 

innovation ability of the physics department.

Prof Motaung is a NRF C2-rated 

researcher. He is presently engaged in 

teaching and supervision of postgraduate 

students. His current research interests 

include the synthesis and characterisation 

of semiconductor metal oxides 

nanostructured materials and their 

application in gas sensing devices for 

air quality monitoring and fabrication 

of organic-inorganic photovoltaic solar 

cells for energy generation. He is also a 

frequent reviewer of several prestigious 

international peer-reviewed journals, 

including: Nature Communications, 

ACS Nano and the Journal of Materials 
Chemistry C.  

Prof Motaung has published more than 

80 discipline-related articles, including a 

comprehensive review article, all leading 

to the scientific impact contribution with 

h-index of 23 according to Scopus and 

Google.Scholar data bases, accounting for 

1,396 citations. 

Prof Motaung is also an editorial board 

member of the Journal of Recent Patents 
on Materials Science.

 His current research project at 

the University of Limpopo is to provide 

solutions to the hazardous air quality 

experienced by the country that is 

affecting citizens’ health. He was quoted 

in the Mail and Guardian of 28 Jun 2019 

saying, “You need to get out of a city to 

look back and see the blanket of yellow, 

brown and red toxic air that covers it”. 

In conjunction with the CSIR, the 

National Metrology Institute of South Africa, 

the University of Zululand and international 

collaborators, the project aims to fabricate 

low-cost portable nano-based sensors that 

are traceable to national measurements 

standards, which will offer the national 

air quality regulator, the Department 

of Environmental Affairs (DEA), with an 

opportunity to monitor air pollution. 

This will enable the provision of a clear 

assessment of the air quality that people 

inhale on a daily basis, with the aim of 

improving the health that all South Africans 

deserve in accordance with the DEA 

Strategy to Address Air Pollution in Dense 

Low-Income Settlements.

For more inFormation contact 
Contact: Prof Hlengani Siweya
Tel: 015 268 2142 / 3788 / 3282 / 2875 / 
4807 
Email: hlengani.siweya@ul.ac.za

Tel: 051 268 2451 
Email: david.motaung@
ul.ac.za 
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• South Africa remains the most unequal 
country in the world with a Gini coefficient 
of 0.63 in 2015.

• In terms of wealth, the top percentile 
households hold 70.9% while the bottom 
60% holds a mere 7%.

• 76% of South Africans face an imminent 
threat of falling below the poverty line. 

These statistics explain the continued 
presence of protest and unrest based on 
the conviction that the legacy of apartheid 
and colonialism in the country has not been 
overcome. In this context, the Institute for 
African Alternatives has brought together a 
series of papers written by eminent South 
African academics and policymakers to serve 
as a catalyst to finally confront and resole 
inequality.

LAtEst pubLicAtioN from thE 
iNstitutE of AfricAN ALtErNAtivEs

to purchase a copy, visit www.booksite.co.za or visit the iFFa website at

https://ifaaza.org/ifaa-publications/ifaa-books/
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Editorial Comment

Should the South African 
reserve Bank do more?

By Ben Turok

In this issue we give prominence 
to a discussion about the role 
of the South African reserve 
Bank (SArB). We all appreciate 

the sensitivities around this issue, 
especially as the capital markets and the 
rating agencies seem to be anxious that 
action may be taken that will endanger 
their assets. 

Despite this sensitivity, the 
ANC continues to talk about taking 
ownership and various other 
interventions. Many others are 
commenting and the press is providing 
opportunities for a range of views. In 
short, the debate will not go away. The 
key issue is whether the Bank should 
play an interventionist role when the 
economy is performing poorly and what 
that role should be. 

We are privileged to receive a 
submission by Kuben Naidoo, Deputy 
governor of the SArB, setting out in the 
clearest terms the policy of the Bank. 
We have also been able to interview 
Duma gqubule, an economist who 
has a regular column in Business Day 
where he has written extensively on 
this topic. So in this issue we include a 
serious discussion of critical issues in 
the economy without the sniping and 
political posturing that has featured in 
the public arena.

Naidoo argues that monetary 
policy is largely defensive in nature. 
It can provide a reasonably stable 
environment in which growth can occur. 
As the Constitution requires, “it must 
protect the value of the currency in the 
interest of balanced and sustainable 
economic growth”. However, he argues 
that monetary policy cannot contribute 

directly to growth and development on 
its own.

That task belongs primarily to 
government departments and other 
entities that manage microeconomic 
policy. And it is here that our problems 
lie. Naidoo is quite explicit about the 
poor performance of the economy. It 
is experiencing the longest economic 
downturn since records began in 
the 1960s. The reasons are twofold; 
incomplete structural change from 
apartheid and poor governance. Neither 
of these fall principally within the 
domain of the reserve Bank, which has 
kept inflation down and maintained 
a reasonably stable and competitive 
currency. Lack of progress has not been 
the result of restrictive monetary policy. 
Even if interest rates were cut to zero 
there is no evidence that consequent 
growth would be sustainable. 

The real problem lies in the structure 
of the economy where policy fails to 
create jobs or raise skill levels. It is about 
raising productivity, investment and 
employment by a capable state, and this 
is beyond the remit of the Bank. 

gqubule has a different view. He 
argues that monetary policy has been 
too hawkish and the reserve Bank has 
not been responding to the serious 
economic conditions in the country. The 
Bank has been excessively focused on 
inflation targeting, thereby neglecting 
the real economy. Furthermore, there 
is a mistaken view that inflation is due 
to excessive demand when the real 
problem is weaknesses in supply, as is 
evidenced by the fact that our factories 
are working at 80 percent of capacity. So 
we need to stimulate demand to meet 

supply and bring them into balance. In 
any case, if the economy were to take off 
some inflationary effect is acceptable, as 
has been the experience in several Asian 
countries such as South Korea. 

He argues that the reserve Bank 
has a role in providing that stimulus 
to the economy and that it should 
do this in cooperation with both the 
Treasury and the private sector. He 
insists that there needs to be close 
coordination between the fiscal policy 
role of Treasury and monetary policy of 
the Bank. Furthermore, the Bank should 
deliberately target growth and not just 
control prices. 

The reserve Bank should also 
provide additional funding through 
development windows with the private 
banks and other agencies. This could 
fund specific projects such as housing, 
infrastructure, etc at lower rates. China 
uses a lot of such development windows 
as do other countries. The point is that 
the SArB could use several instruments 
to stimulate the economy.

New Agenda believes that there may 
be useful lessons from practices in other 
developing countries with problems 
similar to ours. Discussion should 
continue as economies face serious 
problems everywhere. 

A panel at the 2019 Treasury 
Winter School “broadly agreed that 
accommodative monetary policy could 
support stronger growth. However, 
without complimentary structural 
reforms and development policy, this 
would be insufficient to address the 
deep-rooted growth and employment 
challenges facing the country.”
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‘Don’t blame the goalie if the 
striker can’t score’ – 

Dep governor of SArB
By Kuben Naidoo

Kuben Naidoo is the Deputy governor of the South African reserve Bank. 

Monetary policy is largely 
defensive. It can provide a 
stable enough macroeconomic 
environment within which 
growth, development and 
social progress can take place. 
Without that stability it would 
be practically impossible to 
reduce poverty and inequality, 
but monetary policy on its own 
cannot secure development 
and growth. That is largely 
a function of the policy 
environment. 

INtroductIoN
If a football team is not winning, the 

jeering crowd can quickly see why it is 
not winning. Sometimes it is because 
the defence is weak, sometimes it is 
because the midfield is disjointed and 
sometimes it is because the strikers 
are not capable of scoring. A winning 
team requires all these elements of the 
team to be working well and working 
together. In South Africa, the debate 
around monetary policy is akin to 
shooting the goalkeeper because the 
team is not scoring more goals.

Economic growth is a team process. 
The South African reserve Bank (SArB) 
and the National Treasury play a role in 
managing macroeconomic policy while 
several government departments and 
entities manage microeconomic policy 
and social programmes. Monetary policy 
is largely defensive in nature. It is akin 
to the goalkeeper in a football match. It 
can prevent the team from conceding 
too many goals but it cannot do much if 
the team is not scoring goals. 

A cursory analysis of the South 
African economy will show that our 
key economic problem is the lack of 
growth and employment (scoring 
goals), underpinned by key structural 
weaknesses that perpetuate poverty 
and inequality (a disjointed midfield). 
In general, macroeconomic instability 
(conceding goals) has not been the key 

source of our concerns. 
Attempting to change the 

framework for monetary policy 
because the team is not scoring goals 
is reflective of a misunderstanding of 
both economic policy-making and the 
role of the central bank.  

the polItIcAl ecoNomy of 
moNetAry polIcy

The objective of all economic 
policy should be the attainment of 
full employment. What role does 
the SArB play in the achievement of 
higher employment and growth? What 
role should or could the SArB play in 
contributing to full employment? This 
article will explore the role of the SArB, 
its mandate and its policy stance in 
relation to growth, development and 
employment in South Africa. It aims 
to set out how monetary policy takes 
account of growth and development 
in the South African political economy 
context. 

Debates around the role of the SArB 
in promoting (or some would argue 
stifling) growth and employment in 
the country have resurfaced recently. 
While the SArB’s policy stances are 
not above criticism, one requires an 
understanding of the architecture of 
economic policy in South Africa as well 
as an understanding of both history 
and context. In general, the SArB has 
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In general, the 
SARB has played 
an immensely 
positive role in 
supporting growth 
and development 
given the constraints 
within which it 
operates.

played an immensely positive role in 
supporting growth and development 
given the constraints within which it 
operates. Some of these constraints are 
embedded in the legal and institutional 
framework of economic policy in South 
Africa whilst others emanate from the 
domestic and economic context in 
which it is found. 

South Africa’s growth performance 
of late has been dismal. In fact, at 
present, South Africa finds itself in one 
of its longest economic downturns in 
close to 60 years. How did we end up 
here and did monetary policy play a 
role in getting us here? Alternatively, 
what role does monetary policy play in 
getting us out of the mess we are in? 

This article will not deal with 
issues around ownership of the bank, 
largely because the ownership issue is 
irrelevant to the substance of monetary 
policy or the role that the reserve Bank 
plays in the economy in general. 

how dId we get here ANd 
dId moNetAry polIcy plAy 
A role?

South Africa is in its longest 
economic downturn since records 
began sometime in the 1960s. While 
it may not be the deepest economic 
downturn, it has been one of the 

longest in duration. Over the past 
five years, economic growth has 
averaged just above 1 percent, the 
unemployment rate has moved from 
a relatively stable 24 percent to a new 
normal of about 28 percent and per 
capita incomes have declined. 

There are two main reasons for 
this poor performance. The first is 
the incomplete process of structural 
change to alter the drivers of the 
economy from its apartheid era 
and secondly, poor governance, in 
particular economic governance since 
the end of the financial crisis. Both 
failures are attenuated by the failure to 
understand and manage changes in the 
global economy, which created both 
opportunities and obstacles for our 
developmental aspirations. 

The structural causes of racial 
inequality and an imbalanced economy 
are well-known and documented. In 
the late 1990s and early 2000s, several 
economic reforms were implemented 
to address some, but not all, of these 
structural weaknesses. South Africa 
had little choice but to move towards a 
high productivity–high wage economy. 
This required economic and social 
interventions aimed at boosting the 
economy’s productivity and at the same 
time addressing the social causes of 

poor productivity; most critically the 
legacies of apartheid education and of 
spatial planning. 

Partial success in one sphere, 
aimed at boosting productivity 
through opening the economy up to 
competition, combined with glaring 
failures in the other, that of reversing 
the legacies of apartheid education 
and spatial planning, produced islands 
of high productivity and high wages 
(which began to include a small but 
sizeable proportion of black people) but 
also a low employment economy. 

At an international level, 
globalisation pushed up salaries of 
skilled workers and pushed down 
salaries of unskilled workers. given 
South Africa’s racial past, this factor, 
combined with our inability to turn the 
skills picture around, meant that the 
benefits of economic growth largely 
accrued to skilled workers. 

While the economy is more inclusive 
from a racial point of view, it is still 
a highly unequal economy with few 
people working and almost 40 percent 
of households living in poverty. The 
main causes of this situation are, to 
repeat, incomplete economic reforms 
and failures in social policy, most 
particularly in education, to reverse the 
effects of apartheid. 

SArB Debate
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developments could have taken place. 
The lack of progress in these areas of 
social and economic policy has led to 
the poor economic outcomes we see, 
and not because of an overly restrictive 
monetary policy. 

Some INterNAtIoNAl 
exAmpleS of thINgS goNe 
wroNg

While it is always difficult to argue 
about what would have happened 
if alternative policies were pursued, 
we do have some timely and relevant 
case studies to observe. Brazil, russia 
and venezuela are all good examples 
to study. They all have high levels 
of inequality, are heavily reliant on 
commodity exports and all grew 
strongly during the 2000s before the 
financial crisis. During the growth 
phase, they all made meaningful 
inroads in tackling poverty through 
social programmes. As commodity 
prices fell and their economies 
were put under pressure, they all 
implemented populist macroeconomic 
policies. In parallel, there were also 
several lapses in governance, or put 
differently, political blunders combined 
with rising corruption. 

The net effect was that all suffered 

deep recessions and declining living 
standards. In all three cases, inflation 
increased, eroding a substantial 
portion of the countries’ savings. All 
experienced significant capital flight. 
Brazil’s economic contraction was even 
larger than the contraction experienced 
during the great depression in the 
1930s. venezuela’s collapse has been 
the most spectacular with inflation 
reaching 700 percent and four out of 
five Venezuelans showing signs of food 
deprivation. russia suffered a deep 
depression but has recovered fairly 
quickly, at least in part through higher 
oil prices and widespread salary freezes, 
which cut over half of the buying power 
of workers, including public sector 
workers, (something that is neither 
possible nor desirable in South Africa). 

South Africa has experienced many 
of the same things: a fall in growth 
following the commodity boom, poor 
governance, public debt growing from 
about 22 percent of gDP to almost 60 
percent and a reversal in many of the 
social gains achieved in the early 2000s. 
We have not, however, had the kind of 
economic contraction that Brazil has 
had and we have not had the economic 
collapse of a country such as venezuela. 
I would argue that the reason the 

South Africa’s growth 
performance of late 
has been dismal .... 
did monetary policy 
play a role in getting 
us here? Alternatively, 
what role does 
monetary policy play 
in getting us out of 
the mess we are in? 

Since 2011, South Africa has 
underperformed in the world economy 
and performed poorly relative to most 
emerging markets. The effect of poor 
governance over much of the past eight 
years has resulted in poor job growth, 
stagnant wages, insufficient wealth 
creation, inadequate resources for the 
public sector and rising social tension. 
Falling investment combined with 
rising fiscal stress makes driving growth 
and employment much harder. 

In this context, monetary policy 
has played an important defensive role, 
preventing an even bigger economic 
disaster than the one we already 
have. Monetary policy has stuck to its 
knitting: it has kept inflation down, 
prevented largescale capital flight 
and ensured a reasonably stable and 
competitive currency, notwithstanding 
significant volatility from time to time. 

yes, perhaps with hindsight, one 
could argue that monetary policy could 
have done a bit more to support growth 
and development. But that argument 
would miss the bigger picture, that 
growth and development requires a 
capable state implementing complex 
economic and social reforms. At best 
monetary policy has provided a stable 
environment within which these 

Illustration by Anastasya Eliseeva. New Agenda thanks New Frame for permitting the use of this graphic.
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wheels have not fallen off completely 
in South Africa (in an economic sense) 
is at least in part because we have a 
central bank that has been prudent. We 
have not had an erosion of the country’s 
savings; we have not had capital flight; 
and we have not had the kind of erosion 
of living standards witnessed in any of 
the three countries mentioned. That is 
not to take anything away from our poor 
economic performance. 

whAt cAN moNetAry 
polIcy do, ANd whAt cAN’t 
It do?

Monetary policy can provide a 
stable or at best a reasonably stable 
macroeconomic environment within 
which growth, development and social 
progress can occur. Without such 
an environment, reducing poverty 
and inequality would be practically 
impossible. Monetary policy, however, 
cannot guarantee or even contribute 
directly to growth and development on 
its own. Tackling poverty and inequality 
requires the successful implementation 
of social and economic policies that drive 
inclusivity, employment and investment.  

Monetary policy is designed to, 
and is able to, support growth over the 
cycle through easing credit restrictions 
when the economy is performing 
below its potential growth level and 
tightening them when the economy is 
performing above its potential. It plays 
little role in actually determining this 
level of potential growth. Potential 
growth is largely a function of the policy 
environment. 

Monetary policy does take account 
of growth and employment in its 
setting. When growth is performing 
below its potential, monetary policy 
can be more accommodative and has 
been more accommodative. Since the 
financial crisis, interest rates have been 
lower and more stable than they have 
been historically.  

Part of the problem over the past 
six or seven years is that estimates of 
this so-called potential growth have 

... globalisation 
pushed up salaries 
of skilled workers 
and pushed down 
salaries of unskilled 
workers. Given South 
Africa’s racial past ... 
this meant that the 
benefits of economic 
growth largely 
accrued to skilled 
workers. 

fallen quite sharply. Prior to 2006, it was 
generally assumed that the economy 
can grow fairly robustly, above 4 
percent, quite easily without too many 
imbalances occurring in the economy. 
In part because of weak growth and 
investment over the past decade, that 
estimate of potential growth is now 
closer to 1 percent. 

Similarly, monetary policy does 
take conditions in the labour market 
into account. South Africa’s high 
unemployment rate is largely structural 
and not cyclical. A recent paper by 
Laurence Harris and Shannon Bold 
published in April 2018 indicates that 
monetary policy has been sensitive 
to both the unemployment rate and 
the labour force participation rate; and 
that this is particularly true since the 
adoption of inflation targeting. 

While there is clearly a cyclical 
component to the unemployment rate, 
the bulk of our unemployment is due 
to the structure of the economy. The 
economy does not create jobs for the 
workers we have. It does create jobs for 
highly skilled people but that is not the 
composition of our unemployed. We 

need to create an environment in which 
we can generate low skill jobs and at 
the same time raise skill levels. Policy at 
present appears to do neither. 

Under the present circumstances, 
monetary policy cannot raise the growth 
level of the economy from its present 
rate of around 1 percent to 3 or 4 percent 
on its own. It is simply incapable of 
doing this. Even if interest rates were 
to be cut to zero, it is not obvious 
that borrowing costs for most in the 
economy would fall, and even if they 
did fall and boosted growth, there is 
no evidence that this growth would be 
sustainable. In fact, in all probability, 
growth would return to the level of 
potential growth fairly quickly (in about 
four to six quarters). 

Borrowing costs in an economy are 
not solely determined by a central bank. 
While the central bank does influence 
the policy rate at which most people 
borrow, this rate is also influenced 
by the shortage of savings in the 
economy, the fiscal deficit and investor 
perceptions. Whether we like it or not, 
these factors are not likely to become 
more accommodative simply because 
monetary policy is accommodative. 

coNcluSIoN
One can fiddle with monetary policy. 

It may well buy us some growth, at the 
margin. It is, however, not the major 
reason why our economic performance 
has been so dismal. Instead, sound 
policy has probably prevented an 
even worse economic outcome (the 
erosion of the countries’ savings and 
capital stock). Our economic policy 
debates should focus on the source 
of the problem: incomplete reforms 
in the economic and social realms to 
raise productivity, investment and 
employment. By building a capable 
state able to implement sound policies 
efficiently, we can tackle our triple 
challenges of poverty, inequality and 
unemployment. 

Don’t shoot the goalkeeper every 
time the team loses. 

SArB Debate
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Open ‘developmental 
windows’ for cheaper lending 

when needs are greatest 

Professor Ben Turok interviews 
leading economist and 
columnist, Duma Gqubule, 
Director of the Centre for 
Economic Development & 
Transformation, who argues 
that the South African Reserve 
Bank (SARB) has been too 
focused on inflation targeting 
and has not been responding to 
the serious economic conditions 
in the country. 

BeN turoK: 
Do you think our bank is too rigid in 

its stance on inflation?

dumA gQuBule: 
yes, the bank is way too rigid on 

this. We now have a prime lending 
rate of about 6 percent. In the US  for 
about the last 50 years  the average 
interest rate drop after each recession 
was about 500 basis points. In South 
Africa, we had an increase in interest 
rates after the recession. So the SArB 
is not responding to the real economic 
situation in the country. 

A lot of the debate gets bogged 
down in monetary policy and we should 
be looking at the other instruments. 
The global financial crisis has shown 
that central banks can be more involved. 
One instrument we can use is what I call 
“developmental windows”. 

The Bank of England, the ECB 
[European Central Bank] and the 
People’s Bank of China all have funding 
for lending. I will just simplify this: 
what they do is create a developmental 
window where there is cheaper finance. 
In South Africa we can look at our 
needs, for example housing, education 
or whatever. We could create a window 
where lending is much cheaper in 
that area to stimulate investment in 
the real economy. There has been a 
disconnect and excessive financialisation 
so to counteract this we could steer 
investment developmentally. In China 

they use a lot of developmental windows. 
They fund developmental institutions. 
They have three policy banks that do 
policy-based lending and these are 
funded through central bank funding. 

The third thing we should talk about 
is the issue of monetary financing of 
government expenditure. In South 
Africa our debates about the role of the 
central bank are too narrow in talking 
only about interest rates. The global 
debate about the role of central banks 
also considers the extent to which they 
can be involved in direct monetary 
financing of government expenditure, 
which requires co-ordination of 
monetary and fiscal policy. 

BeN turoK: 
Isn’t the IDC [Industrial 

Development Corporation ] supposed to 
be doing that? 

dumA gQuBule: 
yes, but in order to stimulate the 

economy, there has to be spending 
in addition to what we are already 
spending. A few years ago I looked at all 
the industrial policy instruments that 
we have. These amounted to about 0.5 
percent of gDP and the IDC was about 
half of this, so this is a very small part 
of the economy. If we need spending 
to stimulate the economy then we 
could have the central bank providing 
additional funding to the IDC. 
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BeN turoK: 
We will come back to that in a 

minute. So how much inflation can we 
bear without disturbing the economy?

dumA gQuBule: 
There is a study done regularly 

by Stats SA that looks at bare 
manufacturing capacity. Currently the 
average South African factory is at about 
80 percent capacity so we can expand 
production by 20 percent without 
stoking inflation. In South Africa there 
is currently no inflation because we 
are nearing recession. Even the SArB 
admits in their policy statements that 
there is no demand-side pressure. They 
are responding to supply-side shocks. 

I have read that the reserve Bank 
of New Zealand says that they won’t 
respond to supply-side shocks. They have 
a new Labour government which has an 
employment mandate. 

In its latest monetary policy 
statement, it says that it will not respond 
to temporary supply-side shocks.

I must mention that exchange rate 
depreciation works its way out of the 
system. So you can accommodate an 
exchange rate depreciation, even a sharp 
one, and not respond to it. In 2001, we 
had a currency crisis and the exchange 

rate went to r14 and the reserve Bank 
responded by increasing the interest 
rates by 400 basis points. That was very 
unnecessary because the following year 
our currency became the best performing 
one and inflation came crashing down 
which kickstarted the boom period. 
In short, the base effect ensures that 
exchange rates and inflation work 
themselves out after one year. 

BeN turoK: 
The argument is that if you boost 

demand without boosting supply then 
you cause inflation. Is that correct?

dumA gQuBule: 
As we said earlier, there is a lot of 

spare capacity in South African firms. 
Let us say in the clothing sector we have 
30 percent spare capacity, factories just 
sitting idle. We can boost demand by 30 
percent without stoking inflation. That 
is according to our theoretical models. 
So what I am saying is that there is a lot 
of spare capacity in the economy where 
increased production can happen. 

BeN turoK: 
Is there spare capacity because we 

don’t have demand or because there is 
something wrong with supply?

dumA gQuBule: 
It says quite clearly in the annual 

report by Stats SA, which surveys people 
and asks about why they have this spare 
capacity, and about two-thirds say it is 
about lack of demand. It is not about 
a lack of skills or other problems in 
production. 

BeN turoK: 
So, you have very strong views that 

the issue at the moment is ineffective 
demand not ineffective supply? 

dumA gQuBule: 
This may become a problem later on, 

but it is not our immediate problem.

BeN turoK: 
In effect now we are focusing on 

4.5 percent (the mid-range of the 4-6 
percent target set out by the SArB). 
How much higher could that go? People 
like Stiglitz have said that you could 
go to 10 percent without hurting the 
economy.

dumA gQuBule: 
I think what we need is to change 

the mandate of the reserve Bank 
and have a growth target and have an 
inflation constraint. Yes, yes, absolutely 
[you could go over 10 percent]. If you 
look at a lot of Asian countries, South 
Korea for example, during their high-
growth phase inflation was in double 
digits over three decades and this did 
not affect growth. In some definitions 
inflation is a by-product of high-growth 
phases. It is something that you cannot 
avoid when you are growing very fast. 
I don’t know what the level is, but we 
should tolerate a higher level than the 
current situation. 

BeN turoK: 
I think that we are all agreed, 

however, that hyper-inflation is a very 
serious danger.
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dumA gQuBule: 
Yes, but hyper-inflation is seldom 

caused by demand-side pressures. It is 
usually caused by collapsed production 
on the supply-side of the economy. 
There are very few cases in history 
where we have had hyper-inflation so we 
shouldn’t be planning against hyper-
inflation. I believe that most of the 
causes of hyper-inflation are political 
and have very little to do with the 
economy. 

BeN turoK: 
Can we go back to the question of 

stimulus? Does the reserve Bank have a 
role in stimulus? 

dumA gQuBule: 
yes, the reserve Bank should have a 

role in stimulus. I believe we need about 
r500 billion or about 3 percent of gDP a 
year for three years. We could have a pact 
with the financial sector; you could call 
it a voluntary investment accord. The 
financial sector got really scared about 
this thinking it would mean investing 
in Eskom but it doesn’t have to be. It 
could be investing in specific projects,  
housing, student accommodation, etc. 
Things that stimulate the economy. 

The second part can involve 
the central bank directly providing 
developmental windows to banks, to the 
developmental agencies. The third thing 
is that the central bank can be involved 
in direct financing of government 
expenditure on infrastructure. In the 
UK, jeremy Corbyn has talked about the 
idea of “People’s quantitative Easing” 
where you set up an investment bank 
and the central bank will buy bonds 
in this which will be used to fund the 
projects. But you need a coordination of 
fiscal and monetary policy to stimulate 
the economy. They could print a little bit 
more money to stimulate the economy. 

In China they currently have a 
growth target of about 6 percent and the 
role of the central bank, before inflation, 
before currency  is to provide the 
liquidity to support that growth rate. 

That is the first thing they do every year. 

BeN turoK: 
What do you say about the 

argument that price stability guarantees 
growth? 

dumA gQuBule: 
No. There is a lot of confusion. The 

Constitution says, “in the interests of 
balanced growth”. Now the reserve 
Bank’s interpretation is that “no, we 
don’t have to do balanced growth. We 
must just control prices and this is 
automatically in the interest of balanced 
growth.” This is very different from 
saying that you must target balanced 
growth. If the economy is collapsing, 
you need to make sure there is 
instability in output as well. So that is a 
completely different thing. 

BeN turoK: 
What do you say about co-operation 

between the reserve Bank and Treasury, 
because the Constitution actually 
requires that? 

dumA gQuBule: 
yes, there is a big debate about the 

independence of central banks in the 
US with Trump, with Modi in India and 
with Erdogan in Turkey. The President 
of Mexico as well. Politicians around 
the world on the right and the left 
are questioning this situation of the 
independence of the central banks. 
I think co-ordination can take many 
forms. We need fiscal-monetary co-
ordination to stimulate the economy 
but the type of co-ordination needed is 
what we need to be clear on. 

Two decades ago the Chinese 
banks were all bust and there was a 
joint operation between the Central 
Bank of China, The People’s Bank, and 
the Treasury to recapitalise the banks 
with over $500 billion. This was a joint 
operation to save the banking system. 
In South Africa, we have Eskom in crisis 
and I believe we need a joint operation 
between the reserve Bank, Treasury and 

the PIC [Public Investment Corporation] 
to sort this out. 

BeN turoK: 
Should there be regular 

consultations between the SArB and 
Treasury?

dumA gQuBule: 
yes, there should be formalised, 

regular consultations and a regular 
committee. But this must not be done 
in a vacuum. It must be in the interests 
of a growth target and a national plan 
for the country. If we take the NDP 
[National Development Plan], there is a 
5 percent growth target and they should 
meet there and say what can we do from 
the monetary policy side and the fiscal 
policy side to achieve this target? This is 
what happens in China. 

BeN turoK: 
My view is that the word 

independence is getting in the way 
of discussing the question seriously. 
When I did a study for parliament, I 
talked to Chris Stoltz who said that he 
preferred the word “autonomy” not 
independence. 

dumA gQuBule: 
yes, “relative autonomy”. People 

forget that the Bank of England 
was a department within Treasury 
until 1997. This was the situation in 
most countries. There are two types 
of independence. There is political 
independence and no central bank 
has political independence. The 
government sets the inflation or 
the growth target. But they have 
instrument independence. However, 
I don’t believe that we should allow 
them to decide that they only use 
interest rates for example. I think we 
should be able to specify to them a bit 
more clearly that we want them to use 
a lot more policy tools that are in their 
arsenal to stimulate the economy. I 
don’t believe in either political or goal 
independence. 
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Pravin clarified the Reserve 
Bank’s mandate years ago

The role and purpose of the 
South African Reserve Bank 
(SARB) was the subject of 
a letter written in 2010 by 
former finance minister Pravin 
Gordhan. Below is an extract 
from that letter.

The recession, and its negative 
impact on the lives of ordinary 
people, has taught us many 
lessons about the importance 

of pursuing policies that promote 
sustainable and balanced growth. It has 
also heightened the urgency for South 
Africa to chart a new growth path that 
allows the economy to achieve faster 
growth with more job growth. 

I thought it important to reiterate 
the constitutional mandate of the South 
African reserve Bank and indicate how 
the lessons of the recession and the 
reality of the aftermath should be taken 
into account.

Balanced and sustainable growth 
requires the composition of growth to 
be such that it does not give rise to an 
unsustainable balance of payments 
position (either surplus or deficit) or 
unsustainable debt burdens for the 
private and public sectors. 

In exercising this mandate, the Bank 
should continue to pursue a target of 3 
to 6 percent for headline CPI inflation. 
Monetary policy should be conducted 
in a consistent and transparent manner 
within a flexible inflation targeting 
framework. Monetary policy acts with a 
lag, and for this reason should continue 
to focus on a medium term time 
horizon. 

Notwithstanding the imperative to 
anchor inflation expectations, I wish 
to confirm that the existing framework 
allows for temporary deviations of 
inflation from the target in the event 
of shocks over which monetary policy 
has no control. While it would be 
important to bring inflation back to 
within the target range, the time frame 
for the adjustment should attempt to 
avoid unnecessary instability in output 
and interest rates. In such cases, the 
Bank is required to explain clearly to 
the public the policy time horizon. The 
policy response should have due regard 
to the factors that might impact on the 
attainment of balanced and sustainable 
growth. These factors include the 
source of the inflation shock, the size 
of the gap between actual and potential 
economic growth; credit extension and 
asset bubbles, employment and other 
labour market developments; and the 
stability and competitiveness of the 
exchange rate.

As government, we are fully 
cognizant of the fact that better 
alignment is needed between 
macroeconomic policies on the one 
hand, and microeconomic reforms to 
remove constraints to growth on the 
other. I can assure you the National 

Treasury will endeavour to manage 
fiscal policy in a manner that supports 
these aims. 

Credible monetary policy is essential 
for South Africa to achieve a new 
growth path and more job creation. 
Improved communication with the 
public about the role of monetary policy 
in supporting growth will increase the 
effectiveness of the Bank in achieving 
its mandate. Ongoing assessment, 
discussion and commentary about our 
monetary policy by analysts, interested 
members of the public, interest groups, 
and the broader research community, 
is constructive for the emergence of a 
social consensus in this area over the 
long term. 

The crisis has also demonstrated 
the importance of a stable and 
well-regulated financial sector. An 
important lesson from the crisis has 
been the need for central banks to 
have a deeper understanding of the 
banking sector and financial stability. 
This requires greater focus on both 
macro- and microprudential analysis, 
regulation and supervision. I also wish 
to commend the Bank for the vital role 
played in successfully supervising the 
banking sector over these difficult times, 
and reaffirm the role that the Bank plays 
in overseeing and maintaining financial 
stability. 

In these challenging times there is a 
great need for our responses to be agile 
and dynamic. This requires vigilance, 
ability and strong leadership. I trust 
that in working together, we will be able 
to move closer to our goal of raising 
employment and living standards of all 
South Africans. 
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Dear President 
ramaphosa,
Re: Need for public debate on macroeconomic policy

We have read with great interest and appreciation the broad comments by Deputy Minister of Finance, Dr 
David Masondo, in an interview with Business Day on Thursday 4 july. While some may feel that parts of his 
comments are controversial  such as those on monetary policy, we nevertheless welcome the frank views 
on politically sensitive issues indicating that there is still scope for discussing difficult choices without 
being labeled as dogmatists. It was refreshing to have a contribution that got to the substance of the policy 
matters at hand from someone who clearly possesses a serious intellect. We should continue in this vein, 
insisting on separating the substantive policy debate from politicking and alarmism. 

We do not wish to get entangled in the debate on the SA reserve Bank except to say that a recognition 
of the independence of the bank does not preclude proper consultation with the Treasury. Fiscal and 
monetary policy must work in tandem.

We particularly welcome Dr Masondo’s comments on the need for a developmental state. We are 
reminded daily that South Africa is a developing country with huge numbers living in desperate 
conditions. These conditions are not being improved significantly by welfare payments and it may be 
that over the years we have lost some focus on development in favour of welfare spending. While welfare 
is necessary, we need a primary focus on development spending. It is abundantly clear that poverty 
and unemployment can only be overcome by deliberate interventions by the state to draw people 
into economic activity. Investment itself, however, will not lead to redistribution. We have to develop 
redistributive fiscal mechanisms which ensure that not only the wealthy benefit from such investment 
and here social policy can play a role. 

We also agree that a priority is to encourage investment to boost demand for employment to grow. This 
applies to both the state and the private sector. The primacy of investment is now common cause by all 
commentators on the economy. The challenge however, is to identify by what means this is to be achieved 
and where such investment should be directed so that it serves the majority of our people. There is ample 
room for debate on this now. 

We need to consider providing meaningful stimulus to grow the economy using all available 
instruments at hand to do so in the spirit of the developmental state. This can be done responsibly 
and within the bounds of our fiscal position along with other market realities and in this effort, 
monetary policy too has a role as Dr Masondo has alluded to, albeit not in isolation from other policy 
interventions and structural reforms. 
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There are some prospects that government, business, labour and civil society can find common ground 
here and we, the undersigned, offer our support. 

yours,

Prof Ben Turok 
The undersigned:

Signatories         12 july 2019

Prof Ben Turok – Director of the Institute for African Alternatives (IFAA)
Prof vishnu Padayachee – Distinguished Professor School of Economics and Business Sciences at the 
University of the Witwatersrand (WITS) 
Prof Matthew Ocran – Professor of Economics and Deputy Dean Academic Affairs Faculty of Economics 
and Management Sciences at the University of the Western Cape (UWC)
Prof Ari Sitas – Former Head of Sociology Department at the University of Cape Town (UCT) 
Dr vishwas Satgar- Associate Professor International relations at the University of Witwatersrand (WITS)
Prof Anthony Black – Professor School of Economics at the University of Cape Town (UCT)
Prof Bill Freund – Department of Economic History at the University of KwaZulu-Natal (UKZN)
Mr Bradley Bordiss – Adjunct Lecturer, Department of Economics, University of Cape Town (UCT) 
Prof rasigan Maharajh – Chief Director, Institute for Economic research on Innovation, Tshwane 
University of Technology, rSA
Dr Nicolas Pons-vignon – Senior researcher, School of Economics and Business Sciences at the 
University of Witwatersrand (WITS)
Dr Firoz Khan – Senior Lecturer School of Public Leadership University of Stellenbosch 
Mr Dominic Brown – Economic justice Program Manager Alternative Information and Development 
Centre (AIDC)
Mr Michael Nassen Smith – Deputy Director Institute for African Alternatives (IFAA) 
Ms Carilee Osborne – researcher, Institute for African Alternatives (IFAA)
Mr redge Nkosi – Executive Director First resource Money
Ms joan Fubbs – Former Trade and Industry Committee Chairperson
Mr riaz Tayob – researcher Southern and East African Trade Institute (SEATINI-rSA)
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Where was parliament while 
the state was being captured?

By Lawson Naidoo

Lawson Naidoo is the Executive Secretary of the Council for the Advancement of the 
South African Constitution (CASAC).

While Parliament simply failed 
to hold the state to account, it 
was the independent judiciary, 
the media and a vibrant civil 
society that came together in 
the end to halt attempts to 
erode our democracy and to 
defend our rule of law, while 
at the time being demonised 
as ‘counter-revolutionaries’. 
Above all, it was the courts, in 
particular the Constitutional 
Court, that demanded 
that Parliament uphold its 

constitutional responsibilities. 
The term ‘lawfare’ was coined to 
describe this political strategy 
of bringing diverse stakeholders 
together in the fight against 
state capture and corruption. 

Deputy Chief justice raymond 
Zondo, presiding over and 
hearing evidence at the 
Commission of Inquiry into 

State Capture, has in an exasperated 
tone posed the question, initially 
rhetorically: how have we allowed this to 
come to pass? He has more recently said 
that he will establish a task team to look 
specifically at the acts, or perhaps more 
pertinently the omissions, of Parliament 
that facilitated the state capture project.

As the primary institution, 
composed of democratically elected 
public representatives, designed to 
hold the executive and organs of 
state to account, it simply failed to 
do so. If our Constitution is equated 
to the much-lauded rolls royce car, 
then Parliament is its chassis, its 
basic frame. When that structure has 
weaknesses most of the rest of the 
vehicle will not function as it should. 

yet, despite the failings of 
Parliament the Constitution held firm 
in the onslaught of state capture. The 
Constitution itself was stress-tested 

in the Zuma years and enabled us to 
resist the deliberate attempts to erode 
democracy and impose a culture of 
impunity. The rule of law prevailed. 

It is now generally accepted that 
this was due to the combined efforts 
of an independent judiciary, a robust 
media and a vibrant, vocal civil society 
sector. The former is part of the intrinsic 
design of our model of constitutional 
democracy – the Constitutional Court 
being the final arbiter of constitutional 
and legal disputes – while the latter 
two have proven to be equally critical, 
albeit without the same status. They 
are components that are often taken for 
granted by many of us. 

All three have attracted the moniker 
of ‘counter-revolutionaries’ ironically by 
the very forces that seek to undermine 
our democracy and the revolution 
that delivered it. Those forces seek to 
impose a simplistic majoritarianism, 
where rule by the mob becomes the 
order of the day. Some of them would 
like to see a Parliament unhampered 
by the constraints imposed by the 
Constitution. The handling of the Public 
Protector’s report on Nkandla being 
a case in point – the majority party 
opted to review the Public Protector’s 
report, amend its remedial action, and 
let former president jacob Zuma off 
the hook. It was a clumsy exercise, later 
exemplified by a sweaty Nathi Nhleko 
(then Minister of Police) blundering 
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through a media briefing trying to 
justify the unjustifiable. 

Ultimately it was the Constitutional 
Court, in an application brought by 
the Economic Freedom Fighters (EFF), 
that confirmed the report of the Public 
Protector and declared that Parliament 
had failed to uphold its constitutional 
responsibility to hold the president to 
account. The judgment, delivered in 
sermon-like fashion by Chief justice 
Mogoeng Mogoeng, was a defining 
moment – it awakened a belief that the 
Constitution is indeed supreme, and 
heralded the intensification of the fight 
against state capture. Lawfare, a term 
that gained currency and entered our 
political lexicon, was empowered. The 
use of the legal process to uphold and 
protect basic constitutional principles 
and practices blossomed.

This era of lawfare was fuelled by the 
media, driven by political parties and civil 
society organisations, and adjudicated 
by the courts. Each played important but 
separate and distinct roles. 

The independent media that cut 
its teeth in the apartheid era, exposing 
the atrocities of the crimes against 
humanity and brutal repression, has 
grown in the democratic era, and 
has now spawned a vibrant, world 
class investigative sector. Through 

painstaking digging and questioning 
they have placed before the nation 
details of corrupt deeds, money 
laundering schemes and patronage 
networks. The publication of the trove 
of #guptaLeaks emails was the high 
point of this endeavour.

It provided the grist to the mill 
for academics and non-governmental 
organisations (NgOs) working to expose 
state capture and systemic corruption. 
Then Minister of Finance, Pravin 
gordhan, beseeched us to ‘join the dots’, 
to follow the money, so that the ultimate 
beneficiaries and architects could be 
identified and held accountable.

The information that became 
available could not be ignored – the 
fog had lifted. In 2017 even Parliament 
was forced to sit up and take note 
– it mandated its committees to 
enquire into the rot at various state-
owned enterprises, including Eskom 
and Transnet as well as the public 
broadcaster, the SABC. 

Civil society organisations (CSOs) 
also woke up to smell the coffee. 
Whilst many had been painstakingly 
plodding away to protect the vulnerable, 
promote socio-economic rights, defend 
freedom of expression, demand the 
right to information and advance good 
governance, they were often doing 

so in silos. recognising the danger 
that was being posed to our very 
democracy they began engaging among 
themselves to develop strategies and 
initiate campaigns to confront the 
Zuma regime. It was out of such an 
endeavour, initiated by the Council for 
the Advancement of the South African 
Constitution (CASAC), that the ‘Save 
South Africa’ campaign was born. It 
mobilised not only the NgO sector, but 
other components of civil society such 
as business, faith-based organisations 
and labour unions in a formidable 
united front. They were joined by 
opposition political parties, as well as 
veterans and stalwarts from the ANC.

Some sectoral collaboration 
continues now, with organisations 
co-ordinating their submissions to 
the Zondo Commission, developing 
strategies to continue the fight against 
state capture and corruption and 
promoting integrity in public life, while 
working together to assist the National 
Prosecuting Authority (NPA) to restore 
its reputation and credibility. 

Despite the awakening of civil 
society and public outrage at the 
desecration of our democratic order by 
Zuma and his minions, Parliament still 
failed to act on many issues. With the 
institutions of state failing to provide 

[Zondo] will 
establish a task team 
to look specifically at 
the acts, or perhaps 
more pertinently 
the omissions, of 
Parliament that 
facilitated the state 
capture project.
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the checks and balances that the 
Constitution envisages, other means to 
challenge the state capture project and 
protect our democracy had to be found.

This led to CSOs and political parties 
heading to the courts to challenge 
the appointment and removal of 
key personnel at institutions such 
as the Directorate for Priority Crime 
Investigation (Hawks), the Independent 
Police Investigating Directorate (IPID) 
and the NPA, as well as the nuclear deal 
and government’s attempts to withdraw 
from the International Criminal Court 

without the support of Parliament. 
The courts also demanded that 
Parliament put in place mechanisms 
for the impeachment of a President, 
and provided guidance on the use of a 
secret ballot in respect of a motion of no 
confidence in the President. 

Zuma also sought to review the 
Public Protector’s State of Capture report, 
and CASAC was among the parties that 
opposed his application, and succeeded. 
There was also the long-running saga of 
the Democratic Alliance’s challenge to 
the dropping of fraud, corruption and 
racketeering charges against jacob Zuma 
– Zuma is now facing those charges in 
the Pietermaritzburg High Court. 

Our jurisprudence was significantly 
enhanced by these cases, even though 
some complained of judicial overreach. 
It is clear that the courts were wary 
of their role, carefully traversing the 
matters before them with full respect 
for the separation of powers. They 
did not choose the cases that came 
before them but dealt with them to 
ensure constitutional compliance. They 

ensured a level of accountability in a sea 
of impunity.

We now have, in addition to the 
Zondo Commission, inquiries into 
the functioning of the SA revenue 
Service (the Nugent Commission), 
the Public Investment Corporation 
(the Mpati Commission) as well as an 
enquiry under the National Prosecuting 
Authority Act into the fitness of 
Advocates Nomgcobo jiba and Lawrence 
Mwrebi to hold office at the NPA. We 
are finding ways to investigate what 
went wrong, why it did so and who was 
responsible? 

But ultimately it will be a revived 
NPA and Hawks that will ensure that 
those guilty of crimes are charged and 
brought to court, an effective SArS that 
will collect the tax revenue that is due, 
and the Public Investment Corporation 
(PIC) that will invest funds responsibly 
and prudently. But above all Parliament 
must restore public confidence in its 
ability “to represent the people and to 
ensure government by the people under 
the Constitution”. 

Yet, despite the 
failings of Parliament 
the Constitution held 
firm in the onslaught 
of state capture.
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SA is in a state of ‘psychic emergency’
By Carilee Osborne

Carilee Osborne is a senior researcher at the Institute for African Alternatives and the 
Assistant Editor of New Agenda.

The recent wave of protests 
throughout South Africa against 
an apparent spike in femicide 
actually reflects an every-day 
reality experienced by most 
citizens. Our traumatised nation 
requires active and steadfast 
leadership to create the New 
Dawn we were promised.

I don’t think the leadership fully 
appreciates where we are right 
now. The past two weeks have 
been the worst psychological 

moment the country has experienced 
post-democracy. It really is a new low.” 

This was reportedly said on 12 
September by the President of the 
International Union of Psychological 
Science, Dr Saths Cooper, as quoted in 
Business Day. He argues, are living through 
a state of psychic emergency characterised 
by “deep social insecurity”. 

His assessment was made after a 
week of protest following the news that 
a man had confessed to the murder and 
rape of a missing 1st year University of 
Cape Town student, Uyinene Mrwetyana.  

While her story shocked the country 
and galvanised many to take to the 
streets in protest, it was in no way 
unique. In the same week, we heard of 
the murders of multiple other women, 
including another student, jesse Hess 
of the University of the Western Cape, 
and South African boxer Leighandre 
“Baby Lee” jegels. Those are the ones 
we hear of. There were countless others 
whose names most of us will not know 

but whose loss contributes to the bleak 
picture of the state of gender-based 
violence in the country. 

According to the World Health 
Organisation, out of the 183 countries 
listed, South Africa had the 4th highest 
female interpersonal violence death 
rate in 2016. The government’s response 
continues to be inadequate and the 
use of water cannons to disperse 
peaceful protesters outside the World 
Economic Forum was a harsh indicator 
of the priorities of the post-apartheid 
government, which is more concerned 
with protecting its international image 
than with dealing with the crisis.  

In the same week, the country was 
once again the site of brutal xenophobic 
violence resulting in a number of 
deaths and extreme fear amongst 
foreign nationals living in the country. 
Again, the government’s response has 
done little to quell this. Many of the 
statements from senior officials have 
been ambivalent at best. Images of 
hundreds of Nigerians lining up at the 
airport to leave the country should make 
us all feel a collective shame especially, 
as many commentators repeatedly point 
out, when we consider the solidarity 
and support that African governments 
gave to the liberation movement. 

While the week felt particularly 
stark, these incidents actually bring to 
the forefront the fact that for many in 
South Africa, violence is a constituting 
principle for how they experience 
life in this country. In this context, it 
is then no surprise that many of the 
responses call for further violence. The 
return to the death penalty was once 
again championed by many as the way 

to deal with the situation, despite the 
fact that nowhere in the world is there 
any evidence of its efficacy in reducing 
violent crime. and the fact that it goes 
against the foundational values of our 
Constitution. 

In arguing for the return to capital 
punishment, some pointed to the 
supposedly lower levels of crime under 
apartheid when the death penalty was 
still in place. This betrays ignorance 
on many levels: the fact that the 
apartheid system itself was a crime 
against humanity in which black South 
Africans faced violence daily at the 
hands of the apartheid government, 
the fact that white South Africans were 
insulated from this by the existence 
of a militarised state to protect their 
interests, as well as the fact that the 
death penalty was often used against 
anti-apartheid activists. It is clear that 
the answers do not lie in regressing to 
the tactics of apartheid. 

rather, this moment should remind 
us how fragile our democracy is and 
spur us to recognise the deep trauma 
upon which it was built, a trauma which 
we have clearly not reckoned with. It is 
also indicative of how we have failed 
to fully consolidate the gains of the 
transition and adequately deal with the 
structural inequalities of our economy 
which remain largely unchanged. 

If we are to move beyond the 
current situation, we need to demand 
leadership from those in government 
with the power to make changes and we 
need to work even harder to strengthen 
civil society to pressure for and support 
the actions that are needed. 

“
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Consensus is possible 
provided the setting is 

conducive
By Ben Turok

Prof Ben Turok is a former ANC MP and is now director of the Institute for African 
Alternatives and editor of New Agenda journal.

We have come to expect the 
unexpected from former Public 
Protector Thuli Madonsela. 
Not long ago we heard she had 
summitted Mt Kilimanjaro. 
More recently she followed 
that up with yet another 
remarkable summit. This was 
a different kind of summit, 
but an impressive effort 
nevertheless. She gathered 

about 300 distinguished 
personalities from all over 
the country at her base, 
Stellenbosch University, for the 
launch of the M Plan for Social 
Justice.

Even though the Constitution 
has a number of clauses 
dealing with health, housing 
and other socioeconomic 

rights, Madonsela argued how could 
it be possible that South Africa does 
not have such a social plan? That is the 
next mountain she plans to climb, and 
it looks like a number of prominent 
personalities are set to join her. 

Minister in the Presidency jackson 
Mthembu made the first move, 
delivering a speech from President Cyril 
ramaphosa who was in japan, after the 
vice Chancellor formally opened the 
conference. What followed the formal 
speeches was an extraordinary panel of 
personalities representing a wide range 
of interest groups from top business 
to academia with some unexpected 
individuals thrown in. 

The result could have been total 
discord and complete disagreement 
on the critical issues of employment, 

human rights and the rest. After all, all 
speakers emphasized that our social 
problems are dire and the country is in 
serious political turmoil on every major 
issue. So how could a panel as diverse 
as this come to any kind of mutual 
understanding?

Surely Madonsela could not have 
expected anything but an intense 
wrangle from this opening panel? There 
was Busisiwe Mavuso, Chief Operating 
Officer of Business Leadership, Nicky 
Newton King, CEO of the johannesburg 
Stock Exchange, former President 
De Klerk, Professor jonathan jansen, 
University of Stellenbosch, Dr Pali 
Lehohla, former Statistician general, 
and myself, a former ANC MP.   

yet all the panelists found 
themselves in agreement in support of 
the M Plan, while acknowledging the 
difficulty of implementation. They all 
spoke with much passion about the 
numerous problems facing the country 
and acknowledged serious tensions 
gripping our people. 

My view, that we are in a kind of 
national stalemate, seemed to find 
favour. I argued that in our national 
politics, in economic decision making, 
in so many areas of public policy we 
seem to be paralyised. I argued that 
this condition goes back to 1994 when 
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the liberation movement and white 
power signed up to a non-aggression 
pact which did not, however, include the 
kind of plan that would transform the 
socioeconomic profile of the country. 
Hence there are many continuities 
from the legacy of apartheid which 
have not been addressed. To overcome 
this would take more than an appeal 
to morality and good citizenship. The 
persisting conflicting interests have to 
be identified and mediated.

In a remarkable series of 
presentations, each panelist approached 
the topic from their own perspective. 
The two representatives of big business 
were highly critical of the indecisiveness 
of government in dealing with the 
severe problems in state owned 
enterprises and the public service, 
but were equally forceful in their 
commitment to social transformation. 

Mr De Klerk first read a formal 
statement but then opened up with an 
emotional apology for apartheid and an 
affirmation that having a white skin was 

not a licence for special treatment. He 
is in complete support of non-racialism 
and a fair deal for all.

Dr Lehohla gave numerous examples 
of failed social policy and Professor 
Jansen talked about the deficiencies of 
our education system.

Contributions from the floor 
generally referred to distrust in 
government, lack of confidence in 
political parties and a strong sense 
that civil society organisations have 
a vital role in improving the material 
socioeconomic conditions of our 
people. A number of speakers spoke 
passionately on how poverty is the 
outcome of unemployment and 
inevitably has led to a rise in crime, 
corruption and low growth. 

One speaker contrasted the 
conditions in the suburbs and the 
townships, which highlight the 
continuing divides everywhere. My 
view was that even as we talk about 
a new plan we need to pay a great 
deal of attention to the often subtle 

continuities in various forms which 
perpetuate the injustices and prejudicial 
conduct of apartheid.

On the face of it this was just one 
more conference bemoaning the poor 
condition in which the majority of our 
people live. We have heard this many 
times. What was different for me this 
time was the consensus that emerged 
from the most diverse of panels. Were 
these just fine sentiments suited to 
the occasion? I am sceptical enough 
to believe that not every top business 
tycoon would support Busisiwe 
Mavuso’s passionate statement for 
social transformation or that brokers 
in New york are as interested in Nicky 
Newton Kings’ critique of how financial 
markets work. 

The point, however, is that when 
leading personalities take off their 
formal mantles and meet in an informal 
setting and for a good social cause, they 
speak to the truth and actually find each 
other. This surprised them all. Clearly 
this was a summit with a difference.
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Hands off our democracy
In a call to defend our 
democracy, the Ahmed 
Kathrada Foundation and the 
South Africa Communist Party 
released a strongly worded 
petition reaffirming their 
commitment to defending our 
democracy and confronting 
the state capture fightback. It 
also held a public rally at the 
Johannesburg City Hall, site 
of many past protests against 
apartheid and in defence of 
democracy. Here is the text of 
that petition.

Here, we will make it clear 
that on what would have 
been Nelson Mandela’s 
101st birthday, we reflect 

on the fight for an ethical and efficient 
constitutional democracy, that puts the 
interest of the people first. 

We honour and celebrate the lifetime 
of struggle and dedication exemplified 
by the likes of Mandela, Walter Sisulu, 
Ahmed Kathrada and numerous others 
in fighting apartheid and establishing a 
democratic society. 

At the same time, we recognise 
the efforts of ethical leaders, as well as 
ordinary South Africans, over the last 
few years to protect the very democracy 
established by our liberation stalwarts. 

However, despite recent victories 
against state capture and corruption, 
we are well aware that this fight has not 
come to an end. Networks that propped 
up the shadow state remain active and 
continue to undermine our democracy. 

Today, we face a concerted fightback 

against the renewal of our society 
by many of those implicated in state 
capture, and their stooges. Theirs is 
an attempt to subvert the processes 
underway to rebuild efficient and ethical 
governance, so that they may remain 
unaccountable. 

The state, Chapter 9 Institutions, the 
legislature, political parties and private 
entities continue being used to hamper 
efforts to clean-up our government and 
make it work in the interest of all South 
Africans  not just a coterie of well-
connected thugs.

The foundation of our democracy, 
the future of our country, and plans to 
positively transform the lives of our 
people are at stake. 

We are at a crossroads that can 
either see us rebuilding the country 
after a decade of capture, or being drawn 
backwards to an ethically bankrupt state. 

We are calling for ever higher levels 
of vigilance and energy in the defence of 
our democracy. 

South Africans should unite in 
confronting the ‘fightback’ and putting 
an end to state capture networks that 
continue to brazenly operate.  

All who took up the cudgels, picked 
up their pens, and raised their voices 
before, should once again proclaim: 
hands off our democracy! 

In kicking off what we believe is 
long-term work in mobilising society 
against the fightback, we refuse to 
allow ministers, public officials, whistle 
blowers, activists and journalists who 
speak out against state capture, to be 
targeted, subdued and defamed by 
political bullies, individuals and entities 
who seek to undermine their efforts. 

We will also challenge the peddling 
of fake, and often highly racialised 
narratives, that aim to characterise 
those who fight state capture as being 
anti-black and anti-radical economic 

transformation. These falsehoods are 
aimed at diverting attention from the 
looting and malfeasance. 

We find it extremely concerning that 
the discredited ‘rogue unit’ narrative 
is being perpetuated yet again. What 
is disturbing is that this effort is being 
driven premised on recent reports by 
the office of the Public Protector. Public 
money – going into the billions – has 
been diverted from state coffers over the 
last few years, but our Public Protector 
seems to be overly preoccupied with 
the old ‘rogue unit’ narrative that has 
been widely debunked. This narrative 
has been previously exposed as being 
a tool that was used to cripple SArS’s 
effectiveness in fulfilling its mandate of 
bringing tax dodgers to book.  

There have been attempts to 
convince us that state capture is either a 
figment of our imagination, or a concept 
used by covert agencies to persecute 
certain people. 

These arguments surely have no 
currency with the public, who have 
really borne the brunt of the day-to-
day consequences of a hollowed-out 
state. It is the public who have had to 
put up with Eskom’s electricity cuts; 
with poor services because of failing 
municipalities; with infrastructure that 
is old and unreliable; and with gang 
wars, drug dealers and rampant crime 
because of a criminal justice system that 
has been systematically weakened. It is 
the rands in our pockets, pension funds 
and investments that went tumbling 
down due outrageous Cabinet changes. 
It is the ordinary person who feels the 
pinch of a tightening economy. 

Failure to acknowledge that 
billions have been lost in the last 
few years  under the watch of those 
who think that they are victims of 
plots and conspiracies – is perhaps 
a bid to absolve themselves of any 
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accountability for the mess this country 
finds itself in. 

the effects of state capture and 
corruption have been laid bare:  
• Those who should have been 

paying millions of rands in taxes 
were aided by unscrupulous 
elements within SArS and other 
institutions to deprive our country 
of valuable revenue.

• Our state-owned enterprises 
have been rendered bankrupt or 
incapable of optimally delivering 
critical services.

• government has not been able 
to deliver basic services such as 
health, education, utilities and 
housing. It was repurposed to 
serve a rent-seeking political and 
corporate elite. 

• good, honest public representatives 
and civil servants, who refused to 
do the bidding of corrupt masters, 
were pushed out of their positions.  

• The capacity of government to meet 
its fundamental role – meeting the 
needs of all South Africans – has 
been reduced, and our institutions 
hollowed out.  

• Parliament was unable to fulfil 
its role in holding the executive 
to account regarding the Nkandla 
matter under former President 
jacob Zuma’s administration. 

• Our economy has stopped growing 
because we are unable to attract 
significant investment.

• Unemployment is rising and 
poverty and hunger is becoming 
commonplace.

• We face even further economic 
crises if rating agencies are not 
convinced that we will have a clean, 
efficient and capable government.

• The criminal justice system, 
particularly in areas of prosecution 
and crime intelligence, was 
systematically corroded and 
manipulated for political purposes.  

Some of the successes in 
addressing issues include:
• Public pressure that resulted in 

ending a Presidency which saw 
South Africa stumble through nine 
largely detrimental years. 

• The establishment of three 
commissions of inquiry all related 
to the abuse of state institutions 
and state capture. These include 
the Commission of Inquiry into 
Allegations of State Capture, the 
Commission of Inquiry into Tax 
Administration and governance 
by SArS, and the Commission 
of Inquiry into Allegations 
of Impropriety at the Public 
Investment Corporation (PIC). 

• We have also seen the re-
appointment of the governor of the 
South African reserve Bank, a new 
temporary PIC Board appointed, 
the appointment of a new National 
Director of Public Prosecutions, as 
well as the firing of former SARS 
Commissioner, Tom Moyane.

In taking forward the fight 
against state capture, we:
• Affirm our support for the work of 

the Commission of Inquiry into 

Allegations of State Capture.
• Will continue voicing our 

dissatisfaction with compromised 
individuals holding official 
positions within government. 

• Call on the National Prosecuting 
Authority to begin instating 
charges against individuals and 
entities, who, through credible 
evidence, have been implicated in 
state capture and corruption.

• Call on President Cyril ramaphosa, 
and all political parties - irrespective 
of ideological or other differences -  
as well as the South African public, 
to defend and rally behind public 
representatives and civil servants 
who have stood up to corruption 
and who are tackling state capture.

• Call for cross party unity to have 
the National Assembly begin 
the process of reviewing Public 
Protector Advocate Busisiwe 
Mkhwebane’s fitness to hold office, 
based on various adverse court 
findings on several of her reports. 

• Call on Parliament to institute and 
formalise sound processes for the 
appointment of key public servants 
within the state and in Chapter 9 
Institutions. 

• Demand transparency around 
political party funding. 

• Open the debate around electoral 
reform.

• Call for a clean-up of the criminal 
justice system, where as a start 
processes are put in place to remove 
those with criminal records or poor 
competency levels. 

• Call for the revival of networks 
which helped us achieve key 
victories in the fight against 
state capture. This must include 
the private sector playing a role 
in reviving our economy, civil 
society acting vigilantly against 
all acts of corruption and political 
parties taking a moral stance 
and committing to tackling state 
capture and corruption, even if 
perpetuated by their own members. 
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all South africans should join forces to celebrate, preserve and 
promote our languages.  

We encourage all learners, youth and members of communities 
to join their local libraries and form book clubs to encourage a 
culture of reading and sharing of ideas.
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African languages and the unleashing of a Festival 
of Ideas
By Nathi Mthethwa, Minister of Sport, Arts and Culture, and a member of the NEC of the ANC. 

A
s part of the reflection on the 25 

years of freedom and democracy, 

the challenge for the nation 

building and social cohesion 

project is to deconstruct the apartheid 

social structure, not only in terms of new 

laws, since this has happened already 

through successive progressive policy 

positions, but a full dismantlement of the 

economic hierarchies, social exclusions, 

divisions, indignities, and the racism which 

persists and corrodes. 

For this structure resides not only in 

the physical and geographical landscape of 

South Africa, nor only in the economy and 

the fraught politics of the workplace, but 

also in the psyche of many South Africans. 

The challenge is that in deconstructing, 

one needs to nurture a new consciousness 

of being and thinking and to harmonise this 

with the ideals and aspirations of the new 

dispensation, as envisioned in the Freedom 

Charter, Reconstruction and Development 

Programme (RDP), the Constitution 

of the Republic and later the National 

Development Plan. This cannot be a mere 

mechanical act. 

Nation building is a project aimed at 

undoing the legacy of colonial apartheid, 

which narrowly created a state without a 

nation. The conception of nation building 

finds practical expression in the Freedom 

Charter, hence the clarion call that ‘South 

Africa belongs to all who live in it’. 

This notion captures both the 

shared geographic space, common 

destination and diverse inclinations 

inherent in human nature. 

Questions of language, power and 

inequality come to the fore. The great 

Kenyan intellectual and writer, Ngugi 

wa Thiong’o, has long pointed to the 

centrality of language in his work titled 

“Decolonisation of the mind” and of 

how the colonisers sought to gain thought 

control because, “if you bind the mind of 

the colonised, all they will think about is 

conditioned by the linguistic universe of 

the oppressor.” 

In 2017 on a visit to South Africa, he 

also made the important point:

Taking on European languages as a 

base in Africa makes us look at the 

world through a prism of the outside 

world. We should anchor ourselves 

in our languages first, then relate to 

the world. If you want to empower 

a community, you connect with the 

language of that community first… 

The journey to knowledge begins 

where we are. We have to know our 

own languages; how they link to the 

rest of the world. Our starting point 

is knowing the rivers around us. 

Understand our base.

The Living Literary Legend, Sindiwe 

Magona, in her book, To My Children’s 
Children, writes that: 

...as far back as I can remember, 

there has always been a place to 

which I belonged with a certainty 

that nothing has been able to take 

from me. When I say place, that 

means less a geographical locality 

and more a group of people with 

whom I am connected and to whom 

I belong.

Thus in order to ‘own’ a space, both 

intellectual and real, requires also seeing 

the truths of the realities in a new light, 

and from that vantage point to effect a 

leap of the imagination and to extend the 

parameters of the future. 

In rising to the challenges of the times, 

this act of empowerment must have as 

one of its starting points respect for the 

importance of written texts and knowledge, 

recognition of cultural identity and creative 

expressions that can guide this project in 

conjunction with the lived and dynamic 

experience of new generations eager 

to create a space for themselves in our 

African world.
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It is in this context that the theme 

for Heritage Month 2019 is “Celebrating 

South Africa’s literary classics in the year 

of Indigenous languages”. In part it is also 

a response to the United Nations General 

Assembly that proclaimed 2019 as the 

International Year of Indigenous Languages 

based on a resolution of the UN Permanent 

Forum on Indigenous Issues, but it is also 

an embrace of the fullness of who South 

Africans are and the strength that can be 

drawn from multilingualism.

Thus the 2019 Heritage Month 

theme seeks, in practical ways, to 

promote literature as a custodian 

of South African heritage:

• Instil love and respect for South 

African indigenous languages

• Expose learners, the youth and 

aspirant writers to the richness of 

South African literary heritage 

• Advance the profile of South 

Africa’s indigenous languages

• Develop passion for the culture 

of reading and writing among 

citizens

• Promote reading of literature 

written in African languages even 

outside the school environment

• Celebrate and recognise our 

classical writers

• Enhance social cohesion and 

nation building through literature.

Practical projects currently underway 

include book fairs and festivals where great 

texts are discussed and where new authors 

emerge. A greater emphasis is being 

placed in encouraging a culture of reading 

and writing. Ways and means are being 

devised to develop a book industry that 

supports all South African languages. 

Through its close work with the 

South African Book Development Council 

(SABDC), a representative body of the 

book sector, strides have been made to 

encourage a culture of reading and to 

recognise excellence in literature. 

The establishment of National Book 

Week ten years ago has been one such 

intervention which coincides every year 

with International Literacy Day on 8 

September. Creative writers of note are 

further honoured through the annual South 

African Literary Awards. 

Support is provided for national literary 

events and national writers’ organisations. 

The Department further supports activities 

of book clubs, including the Funda Mzantsi 

initiative together with the National Library. 

A pilot incubator is in the pipeline to 

promote reading and writing, and dedicated 

reading programmes are commencing at 

nine community arts centres.  

Of course, South Africa has a rich 

tradition of books written and published 

in indigenous languages. It is important 

that literary classics such as inkinsela 
Yasemgungundlovu, nkatanga i 
Dlakutha, elelwani, Phusuphusu dza 
Dzimauli be shared with new readers. 

During the month of September 

authors of African language books will be 

invited to address readers and share their 

perspectives on reading and writing in 

indigenous languages. 

The forthcoming African Languages 

and Literature indaba to be held in October 

and addressed by the renowned thinker, 

Professor Molefi Asante, will celebrate best 

practices in the use of African languages 

in the arts, in the sciences and in social 

media, in the advancement of cross-border 

languages and examine issues pertaining 

to language in the age of digitalisation and 

the fourth industrial revolution.

A central thrust going forward is to 

raise and intensify these activities, not 

only to move readers beyond prescribed 

texts into “reading for leisure”, but to 

present reading books and digesting 

texts as empowerment tools, challenging 

readers with new perspectives, unleashing 

a festival of ideas and arming new 

generations with the power and intellectual 

toolkits to change their lives. 

Prof Muxe Nkondo, responding to a 

lecture by Ngugi wa Thiong’o in 2017 at the 

Thulamela Main Library in Thohoyandou 

(as part of the Africa Month Colloquia 

programme organised by our ministry), 

spoke of the need for the: 

...institutionalization of 

decolonization and for African 

languages to become languages of 

knowledge, science and technology. 

Speaking in 2018 at the Africa Month 

colloquium session in Johannesburg where 

he focused on “Language, education and 
work in Europhone Africa”, Nkondo further 

warned that: 

Far too little attention has been 

paid, in studies on African 

revolutions, to the political 

dimensions of language, discourse, 

work and knowledge communities 

imagining, nurturing, promoting 

and sustaining neoliberalism. 

He further critiques the shift to a 

global service economy as contributing 

to entrenching the hegemony of English 

thus perpetuating inequality. He calls 

for agency and recognition of the 

potential impact of African languages, 

“in the creation and dissemination of 

transformative ideas and practices.” 

Like Ngugi’s call for securing 

“the base”, this approach requires a 

consolidation of ideas that extends 

beyond the nation to “transnational 

social movements” who can “coordinate 

decolonisation activities.” 

Prof Sipho Seepe, addressing 

similar concerns, points to the need to 

deconstruct the logic of the dominant 

paradigm and the appropriation of an 

intellectual space to enable African 

scholars to reclaim the responsibility of 

defining their own “narratives.”

The telling of the South African story, 

both past and present, requires a new 

vocabulary freed of the confines of the 

past and the championing and positioning 

of African languages as central to this 

next step in our liberation. It requires that 

the most basic communication we have, 

the speech act and its written equivalent, 

become the identity, which frees us 

and equalises us, and strengthens the 

base for social inclusion and economic 

development. 
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Arts and culture sector growing faster than the 
rest of the economy

I
nformed by the Mzansi Golden 

Economy Strategy, in 2014 the 

Department of Arts and Culture 

initiated and launched the South 

African Cultural Observatory to serve as 

a statistical research centre for the arts, 

culture, heritage (ACH) and cultural and 

creative industries (CCIs). It would be the 

Department’s think tank for the creative 

economy. The Observatory was tasked 

with mapping, measuring, valuing and 

understanding South Africa’s cultural and 

creative economy. 

The SA Cultural Observatory produces 

policy-relevant research on the socio-

economic impact of the ACH sectors, 

and the CCIs in South Africa. It does 

research and provides information on 

the sector’s role in job creation and 

employment, ownership, transformation, 

skills, contribution to the country’s GDP, 

location and make-up of the sector, 

challenges and opportunities, industry 

needs. and general trends. This makes 

it a centre and key institution for 

South Africa’s cultural information.

The Observatory uses a range of innovative 

statistical methodologies, audits and 

research tools to understand the industry 

with a view to developing comprehensive 

a ‘cultural information system’ to 

continuously capture cultural data, 

and monitor and evaluate government 

initiatives in the ACH sectors and CCIs. 

The Observatory also offers 

capacity-building workshops and 

management tools for cultural 

practitioners across the country.

It is based in Nelson Mandela Bay, and 

hosted by Nelson Mandela University 

on behalf of the Department of Arts and 

Culture. The project works in partnership 

with three other universities, Rhodes 

University, the University of KwaZulu-

Natal and the University of Fort Hare who 

are part of the network of the delivery 

mechanism for the Observatory.

Since its establishment, the SA Cultural 

Observatory has produced a considerable 

amount of critical research outputs for 

the sector that provide very interesting 

insights. Some of the fascinating reports 

we have produced include reports on the 

potential of the gaming industry, the policy 

implications of the 4th industrial revolution, 

SA’s trade in cultural goods with the rest 

of Africa, and employment of youth and 

women in cultural occupations. In 2018, we 

produced a key report that analyses the 

entire sector, particularly its contribution 

to the SA economy and GDP. 

The Mapping Study 2018 found that the 

CCIs contribute R63 billion per year to 

the economy, which represents 1.7% of 

total GDP. The study also showed that 

the cultural sector is growing faster than 

the rest of the economy: The CCIs had 

an average growth rate of 4.8% per year 

between 2011 and 2016, compared to only 

1.6% per year for the whole economy over 

this period.

In terms of production or value added, 

Design and Creative Services makes up 

nearly half of the CCI value in South Africa 

followed by Audio-Visual and Interactive 

Media (16%) and Books and Press (13%).

The creative economy is estimated to 

employ just over one million people (6.94% 

of total employment in 2016). They form a 

Cultural Trident:

• those working in cultural jobs in a 

cultural or creative firm (such as a 

director in a film company), 

• those working in cultural jobs, but 
not in a cultural or creative firm (such 

as a designer in a car manufacturing 

company), and 

• those working in non-cultural jobs in 

a cultural or creative firm (such as an 

accountant in a theatre company). 

See our reports and work on our website at 

www.southafricanculturalobservatory.org.za

Advertorial
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right wing populism in India
The New Agenda 
team interviewed C.P. 
Chandrasekhar, currently 
Professor at the Centre 
for Economic Studies and 
Planning at Jawaharlal Nehru 
University in New Delhi, 
India, and Jayati Ghosh, a 
development economist who is 
Professor of Economics at the 
Centre for Economic Studies 
and Planning in the School 
of Social Sciences, also at 
Jawaharlal Nehru University. 
They were in South Africa to 
attend an IDEAs conference on 
Work and Wellbeing in the 21st 
Century, in which the team 
from the Institute for African 
Alternatives’s New Agenda 
was participating. 

New AgeNdA: 
What stands out for you about the 

Narendra Modi [Bharatiya janata Party 
(BjP)] government’s since it came to 
power in 2014?

c.p. chANdrASeKhAr: 
It is a government that has been 

deeply committed to neoliberal reform 
in rhetoric and practice. This has reached 
the extent where you have increasing 
leniency in taxation combined with 
austerity. very strict targets are being set 
to fix the fiscal deficit. It has essentially 
meant that the role of the state, in terms 
of being able to facilitate any kind of 
welfare is undermined.

The second aspect of this 
government is that, far more than any 
former government, it has encouraged 
large corporates. There is this nexus 
between big capital, big business and 
the state which, given the framework of 
parliamentary democracy, you had tried 
to camouflage. Now it is all out in the 
open. This led to an adoption of policies, 
including policies that led to the sale 
of resources, which engineered a steep 
redistribution of income in favour of big 
business.

If you as a government are unable to 
engage sincerely in any kind of welfare 
[because you are] stuck in austerity 
and neoliberal policy, and you want to 
encourage big business, you need to do 
something else to try to get yourself 
legitimacy in the framework of liberal 
democracy. That took two forms: a 
deeply divisive agenda, identifying ‘the 
other’ which is principally Muslim and 
other smaller religious denominations. 
Second, engaging in acts which involve 
shock and awe. A typical example is 
demonetisation, which is to take out of 
circulation 87 percent of the currency at 
any given point in time. Demonetisation 
has badly damaged the informal sector, 
small-scale industries and agriculture. 
you basically do these kinds of things 
to divert attention away from the fact 
you are on a trajectory which is deeply 
unequalising and cannot do much for 
most of the population.  

JAyAtI ghoSh: 
Modi will be remembered 

for demonetisation. This was an 
extraordinary move because it was done 
in such a completely undemocratic 
way with absolutely no regard for the 
suffering of the people or the impact it 
would have on the informal economy, 
which has still not recovered. In fact, 
we don’t have the data on employment, 

but a report which was carried out by 
our national statistical organisation 
in terms of a live sample survey was 
suppressed by the government. We 
eventually got a leak from a newspaper, 
which the government does not deny 
is the correct report. It shows that open 
unemployment is at a historic 45-year 
high, that the labour force participation 
overall has fallen in a time where the 
economy is growing at seven or more 
percent, where regular work has fallen 
as well. It is an extraordinary story of 
a massive attack on employment and 
livelihoods, beyond neoliberalism. It 
is bad enough to have neoliberal fiscal 
policies, privatisation and a lack of 
provision of essential public services 
but then to go beyond that with a 
massive attack on livelihoods for no 
particular reason. 

The difference between India and 
other standard neoliberal regimes in 
a developing country is a deep lack 
of responsibility, a complete lack of 
respect for any established norms, 
conventions or democratic institutions 
and a willingness to break anything. 
In addition to the economic issues I’ve 
mentioned, there is the major crisis in 
the agricultural sector. 

[The government] has also been 
trying to control inflation. So, when 
global food prices rise, the government 
tries to prevent exports of crops. When 
prices go down then they try to import 
more. Farmers get really messed around 
and there have been huge protests. 
Another indication of farmer distress is 
suicides by farmers. 

The other thing that the government 
does, after having failed on all these 
economic fronts, is suppress the data, 
like unemployment, farmers’ distress, 
environmental indicators, or they 
manipulate the data as with gDP. 
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All of this is combined with 
a politics that relies on hate and 
demonising ‘the other’, which in this 
case are Muslims or the lower caste 
minorities. 

There is also a patriarchal ideology 
that is aggressively anti-women. It’s a 
politics that relies on creating divisions 
and sowing discord. [The BjP] got into 
power by engineering communal or 
what we call religious rights between 
communities. Now that it is clear that 
his [Modi’s] promise of development 
has failed, his party has fallen back on 
these very divisive, polarising tactics. It 
leaves a terrible legacy. The poison has 
entered society. 

c.p. chANdrASeKhAr: 
yes, there has been a brazen 

attempt to undermine democratic 
institutions – the judiciary, the election 
commission, the bureaucracy, the 
investigative agencies, the central 
bureau of intelligence. This is what 
authoritarianism does. 

New AgeNdA: 
Can you take us through the depth 

and range of the assault on India’s 
democratic institutions?

c.p. chANdrASeKhAr: 
We know that one of the big 

pillars of democracy is the judiciary. 
The current government has tried 
to ‘pack’ many of the high courts or 
supreme courts with their own political 
appointees.

The other institution, which is 
not exactly an official institution 
but underpinned the vibrancy of 
Indian democracy, was the media. The 
government has allowed and actively 
promoted the corporatisation of the 
media, in particular the television media 
but also sections of print media. 

It got to the point where something 
like 90 percent of the media sounds 
like propaganda. There is one channel, 
the NaMo channel [NaMo is short 
for Narendra Modi], or NamoTv, 
which doesn’t have a licence, hasn’t 
gone through any of the clearances, 
but contains Modi’s speeches, talks, 
hagiographic biographies. 

When it is criticised, the election 
commission claims it is not a regular 
channel, but that it is an advertising 
channel. The consequence of that is that  
it doesn’t fall under the same laws as a 
news channel. 

JAyAtI ghoSh: 
The bias is obvious. The national Tv 

channel only follows Modi’s rallies, and 
does not cover the opposition parties, 
[except for] maybe a two-minute slot 
at most. The election commission has 
declared the Congress election video not 
acceptable because one sentence refers 
to corruption. The election commission 
has not allowed that, but is allowing all 
kinds of things to be done by the ruling 
party. It’s going on as we speak, the 
destruction of the election commission. 

India had a robust and independent 
statistical system set up by a great 
mathematician in the 1950s and was 
developed for an economic system that 
was largely informal. It was the pride 
of the developing world and looked 
upon by everybody as ‘the way to do’ 
[things], or the way to collect statistics 
in a developing economy. Of course, 
there were difficulties but overall it had 
a degree of respectability, reliability and 
integrity because it was at arm’s length. 

For us, the institutional attack 
that we have experienced the most 
is at the universities. We work at a 
public university. They are places 
that encourage independent thinking 
and are therefore the home of a lot of 
dissent. We see this as a good thing. 
We like to think that we produce 
citizens who question and hold the 
government to account. It is a small 
and relatively elite university. In fact, 
the elite are alumni of jNU, which is 
where we both teach, so lots of judges, 
bureaucrats, people in the army, 
lawyers, are all from jNU. 

However, as someone pointed 
out, this is a government that hates 
universities in general. They do not 
like people who question or think. 
They want believers. Though they 
hate universities in general there is a 
special place in hell for jNU because a 
lot of people had been writing about 
the chief minister of gujrat, Modi’s 
role in the pogroms and the complete 
failure of the gujarat model of economic 
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development. jNU was then considered 
a Marxist place. But there is a complete 
spectrum of views at jNU. It is not only 
Marxist and socialist. It is a lively place 
for intellectual discussion and activity. 

For the last three years there has 
been a systematic attempt to destroy 
the university. It has happened 
essentially by putting in a vC [vice 
Chancellor] who is a member of the 
rSS [rashtriya Swayamsevak Sangh] 
which is a shadowy, dangerous, 
terrifying, right-wing organisation 
that is essentially the backbone of this 
government. More than half of the 
cabinet, including the Prime Minister, 
is a member of the rSS. It was this 
organisation that assassinated gandhi 
and it has proliferated over the years. 

There have been systematic 
attempts to terrorise the student body, 
like arresting them for trumped-up 
charges like being anti-nationalist. This 
was a completely false claim, [which 
was] then projected by the compliant 
media. Three of our students, including 
the president of the Student Union, 
were arrested and jailed for several 
months and it was difficult to get them 
bail. Also, there was a massive public 
mobilisation against the students and 
against jNU as anti-national. It reached 
a fever pitch, to the point where people 
who invited scholars from jNU to speak 
were suspended from their universities 
because they were inviting ‘anti-
nationals’. 

Last September, it was decided that 
the faculty would not get leave because 
they were not following orders. We 
were denied leave, even to attend to 
important academic commitments. 
We had to refuse various conferences 
because we couldn’t take leave. A 
colleague couldn’t take leave to get 
married. Another colleague couldn’t 
accept a prestigious prize, which was 
$100,000, because she wasn’t given leave. 
The only reason the two of us could be 
in South Africa today is because we had 
to fight a court case. It’s like that.

There is a general attack on 
universities. The idea is to kill public 
universities  especially ones that have 
produced good quality dissent  and 
push people to private universities 
where you have your own methods of 
control. And in general, decry science or 
any kind of analytical approach.

New AgeNdA: 
How did Modi come to power, what 

explains his broad support within the 
Indian population?

c.p. chANdrASeKhAr: 
There were multiple elements to 

it. He managed to build the image that 
he had converted gujarat into this 
successful development experiment and 
that it was the best managed state in the 
country. The second is that he had won 
[the] support of big business. Many of 
them were given special concessions, for 
example, and allowed to set up factory 
plants in gujarat where they would be 
subsidised for production. The third 
thing he did is to get the rSS to front 
him as the person who can actually help 
the BjP back to power. 

Therefore, you had this grassroot 
support in campaigning through the 
rSS; support from big business; you 
appropriate a neoliberal agenda; and 
you build this whole story. But I think 
the real thing is that you manage to 
combine this really divisive agenda, 
this communal consolidation, with the 
charismatic image of a kind of ‘do-er’. 

But one of the problems that they 
[the BjP] face now is that it’s clear 
that there is no more charisma, there 
is no more Modi-wave. So if you look 
at the arithmetics, they shouldn’t be 
winning. But they are willing to go to 
any length to maintain power. They’ve 
fixed the election commission, and they 
tampered with the voting machines. {At 
the time of writing} they launched this 
attack on Pakistan based on a terrorist 
attack in Kashmir. 

There is this nexus 
between big capital, 
big business and 
the state which, 
given the framework 
of parliamentary 
democracy, you had 
tried to camouflage. 
Now it is all out in the 
open. This led to an 
adoption of policies, 
including policies 
that led to the sale 
of resources, which 
engineered a steep 
redistribution of 
income in favour of 
big business.
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New AgeNdA: 
Communal, authoritarian and ethno-

nationalist politics seems to be growing 
across the world. In South Africa we are 
no stranger to this phenomenon. There 
are agents in our political system who 
are using this rhetoric to garner support 
among the masses of people who are 
rightly angry about the slow pace of 
transformation. Having gone through 
this in India what advice do you have for 
progressives in South Africa? What can 
we do to fight this?

c.p. chANdrASeKhAr: 
It’s also a period in which the 

Left is weak globally. It is a difficult 
time to be able to fight people who 
use obscurantist ideas, primordial 
connections and so on, to try and 
win support. For example, if you take 
BjP, they went to the north east of 
the country where there has always 
been inter-tribal and anti-migrant 
resentment for migrants from Nepal or 
Bangladesh. Since most of the migrants 
are from Bangladesh and therefore 
most are Muslims, they decided to 
combine the Hindu agenda with anti-
migrant sentiment to the point where 
there is going to be a national register 
of citizens. On the other hand, they 

passed a bill which says that if there are 
migrants who are Hindus who come 
from Pakistan or Bangladesh, then they 
have the right to claim citizenship. 

What is required is the ability to 
change the discourse and to change it 
you need to restore a counter-discourse. 

JAyAtI ghoSh: 
It is hard to know how to advise any 

other country. We are deep in it and we 
have clearly failed. I would argue that 
there is a way in which the pendulum 
swing has gone too far in countries like 
India. Ultimately, communal hatred 
only works maybe for a generation or 
two because it can’t give you a job. Then 
people realise that a riot or instability is 
affecting their lives [negatively] too. 

New AgeNdA: 
As representatives of IDEAS 

[International Development Economics 
Associates], tell us a little bit about your 
organisation. What kind of co-operation 
would you like to see with South African 
partners?

JAyAtI ghoSh: 
IDEAS actually started in South 

Africa in Cape Town at a conference 
called rethinking Development 

Economics convened by UNrISD [United 
Nations research Institute for Social 
Development]. jomo Sundaram had this 
idea that there should be a global group, 
and some of us were invited and this is 
where we decided to set this up. We just 
made ourselves this group! 

Our purpose was to promote 
alternative approaches to analyse 
economic development, heterodox 
approaches, and disseminate those, 
specifically from a Southern perspective. 

Our feeling was that the 
development economics knowledge 
comes from the North: we meet in 
Northern conferences, publish in 
Northern journals, everything is 
mediated by the North. We wanted to 
create a situation that was more direct. 
The structure of IDEAS reveals this. The 
executive committee members have to 
be resident in the South. For example, 
jomo, when he moved to the UN, could 
not be on the executive committee. 
Those in the South have a different 
sense of the difficulties and approaches 
and the policies, contexts and struggles. 

Even if you are the nicest and most 
enlightened person from the North, 
the South has a different sense. The 
purpose of IDEAS has been to promote, 
encourage, and disseminate thinking 
and knowledge in and from the South. 
Of course, we invite people in the North 
but its driven by this agenda. It is also 
opposed to neoliberalism and neoliberal 
policies in general. 

We have had funding issues 
like all progressive outfits. But we 
have a network and are very keen 
on interacting with other networks. 
We have had research conferences 
and capacity building workshops for 
young people, including academics, 
policymakers and activists. We have a 
working paper series, we have a website, 
we have an idea of developing curricula 
and pedagogic material.  

New AgeNdA: 
We look forward to collaborating 

with you!

Crises of Capitalism
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Capitalism and development 
in the global South

The New Agenda  team 
interviewed Jan Kregel, 
director of research at the Levy 
Economics Institute, director 
of the Levy Institute master’s 
programme in economic 
theory and policy, and head 
of the Institute’s Monetary 
Policy and Financial Structure 
programme. He also holds 
the position of professor of 
development finance at Tallinn 
University of Technology.

New AgeNdA: 
Capitalism has just gone through 

a deep financial crisis. However, it 
nonetheless seems to have survived. 
Has capitalism finally triumphed over 
its rival systems? 

JAN Kregel:
you can look at the work of Hyman 

Minsky to understand crisis under 
capitalism. Minsky argues that the 
difficulty with capitalist governments 
is that their objective is simply 
economic growth by means of increased 
profitability that generates investment. 
What Minsky argues is that by doing 
that you create a financial system that, in 
the way that it finances the investment, 
actually makes the system increasingly 
fragile as it produces successful 
expansion. So, Minsky argues, these 
crises are endogenous to the system 
itself. They don’t arrive from the outside. 
The system itself produces these crises. 
It is the very success of the system which 
in fact creates the financial conditions 
which causes it to collapse. 

So how can we get around this 
difficulty? Minsky says that we need to 
change the objective. If you have as your 
objective employment instead of growth 
in investment then, by definition, as 
long as your population is growing, you 
will have a positive growth rate. you 
don’t even have to worry about creating 
subsidies for investment by creating 
additional profitability or by creating 
financial innovations to get financing 
for the investment. Automatically you 
will get a positive growth rate. you will 
also automatically generate the increase 
in demand that you need to validate 
what debt you do create. 

One of the difficulties you have in 
terms of the declining labour share of 
national income is that it is itself a prima 
facie indication of financial fragility. This 
is because wage incomes generate the 
demand which creates the profitability 
which in turn allows firms to repay their 
debts. So implicitly what you are doing 
by cutting down the size of the labour 
force is making it that much more 
difficult for the system to survive. 

Now Minksy had obviously read his 
Marx. Although he never directly cites 
Marx, this is a very similar proposition 
to what you find in Marxian theory. 
The difference is that Marx looked at 
it in terms of the direct exploitation 
of labour. Minsky looked at it in terms 
of the validation of debt. So, if you 
are going to validate your debt, by 
definition you need a strong labour 
force, you need a high-wage labour 
force and that is going to generate 
the demand that you need in order to 
provide employment and growth. 

So, from that particular point of 
view, no, capitalism has not been 
successful. It cannot be successful 
because if you accept the idea of the 
endogeneity of the crises then it will 
always produce these crises which 
eliminate all the gains that are made 
previously. Take the recent 2008 crisis. 
In the US, we are only now getting back 
(in 2019) to labour incomes equivalent 
to what we had at the end of the 1990s/
early 2000s. Obviously you can say 
yes, capitalism is a success because 
it survived but it did this in a way 
that has not demonstrably improved 
the conditions of the citizens that 
participate in the system. 
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New AgeNdA: 
We can say that under global 

capitalism the global South has been 
dealt some very heavy blows. Are there 
any alternatives open to these countries 
that could change their situation?

JAN Kregel: 
If we look at the development of 

the global South, we need to start with 
this idea of historical development. 
Economies don’t start developing 
from zero. It is not an empty page, 
despite Adam Smith’s idea that there 
is some early moon state of society 
where people run around trapping 
rabbits and hunting deer. There is 
always a background. If we take Latin 
America, it had a set of initial conditions 
which meant that it would make it 
very difficult to ever have successful 
development. 

Firstly, colonisation created what we 
call commodity-dependent economies. 
If we look at the commodities that 
are produced in Latin America and 
we ask which commodities are in fact 
indigenous to the area, there are cacao, 
avocadoes, corn, potatoes and you are 
more or less done. There is no coffee, 
no bananas, none of the commodities 
that we usually associate with the initial 
stages of Latin American development. 
The reason for this is that all of the 
investment that came in and the 
products to be produced came from 
the outside. So the Latin American 
economies, when they started out were, 
by definition, commodity dependent. In 
this context, a domestic accumulation 
process becomes very difficult. There 
is a great body of work by Prebisch and 
other development economists that 
explains this problem as it relates to 

the terms of trade. The fact is that it is 
extremely difficult to generate domestic 
surpluses on this basis. 

Secondly, foreign-owned operations 
have dominated in the global South. So 
any surplus that was generated was sent 
back to other countries. The process 
of what we call simple accumulation 
or basic domestic accumulation  –
accumulation of the capital stock which 
would have allowed the development of 
a more balanced productive structure in 
these economies – was, from the start, a 
very difficult path to follow. 

New AgeNdA: 
What role did newly appointed 

governments play in these processes? 

JAN Kregel: 
If you look at the way that 

democratic governments in the 
global South were eventually set up, 
essentially all of the fiscal measures 
were determined in terms of trade 
measures because your economies 
were always trading. you were always 
moving commodities in and out. So 
government revenues were taxes, duties, 
fees on imports and exports. So, if you 
are trying to build up a domestic sector, 
the first thing you have to do is say that 
these revenue generating mechanisms 
may actually be impeding your ability 
to diversify the domestic economy into 
something that looks more balanced 
in terms of the primary, secondary and 
tertiary sectors.

Most of these governments received 
support from the local citizens who 
were usually second or third generation 
descendants of colonisers. When they 
took power the first thing they did was 
to eliminate all of these measures [the 
tariffs, fees etc.] because they wanted 
to say they had free trade. So Latin 
American governments always started 
out without a very strong fiscal base 
and were extremely weak in the sense 
that they had to accept decisions taken 
by their supporters. Argentina is a good 
example. Argentina is basically run by 

farmers who eventually compete with 
the industrialists. Argentina managed  
through a process of trade with Britain  
to engage in an industrial process. But 
it has always had an extremely weak 
government. If you can’t raise your 
funds domestically then you need 
to borrow and you periodically go 
into debt. Argentina as we know has 
had various debt crises: in the 1920s, 
in the 1980s and another one now. 
Again, given the initial conditions, it 
becomes very difficult to generate any 
independent domestic strategy. The 
same thing is true of most African 
and Asian countries who experienced 
colonialism. Where don’t you have these 
problems? In general, in Europe and 
you didn’t have them in the US. These 
economies managed to develop a more 
balanced structure by emphasising the 
transfer of labour from agriculture to 
manufacturing and then to services. 

Of course, we would like developing 
countries to follow this model as 
is laid out in the Lewis Model of 
Unlimited Supply of Labour or the 
Prebisch argument about the terms 
of trade. Essentially, you have to 
somehow reduce your dependence on 
primary commodities and build up a 
domestic manufacturing sector. If you 
are going to get benefits from your 
manufacturing sector, you get it from 
technical progress and from economies 
of scale. So that the transfer of labour 
from agriculture – where productivity 
is generally low – to manufacturing  
where it is higher,  provides the 
possibility of providing the income that 
puts you on the development path. 
But in order to get the economies of 
scale you need demand. you have to 
generate a sufficient amount of domestic 
demand in order to create the markets 
for your manufacturing sector. This 
will allow it to expand sufficiently so 
that you can enter into a process of 
increasing productivity. That increase in 
productivity is then what is driving your 
development strategy. 
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In many cases this is very difficult 
for developing countries because they 
are starting out at relatively low wage 
levels. Their manufacturing sectors are 
also at a disadvantage because they 
have to compete with the economies 
that are already developed and have 
much more efficient manufacturing 
sectors. This means in order to generate 
this sort of strategy you need some 
protectionist measures in order to allow 
your manufacturing sector to grow and 
to expand. 

The difficulty here is that the 
developed countries who are going 
to be the ones to provide most of the 
initial capital for manufacturing sector 
investment don’t want developing 
countries to compete with them. Again, 
the impediments that are in place by 
these historical external constraints 
make it extremely difficult to have a 
successful development strategy. 

Let’s look at cases of successful 
development. Obviously, we need to 
look at China and how it did this. Firstly, 
it introduced very strong domestic 
controls, keeping the economy closed 
and controlling the influence of external 
factors. It is not true to say that it didn’t 
use FDI. They had foreign investors, 
but they were never allowed to take 
a dominant position in any activities 
inside the country. They couldn’t have 
a majority stake in a productive unit 
in China. Their ability to enter the 
market was absolutely controlled by the 
government. 

The Chinese experience shows you 
can achieve development in the global 
South but only if you are able to control 
the external constraints that you face. 
This is not to say, however, that every 
country can act like China. China was 
able to do this because it represented 

the prospect of a sufficiently large 
market that foreign investors thought 
they would be able to access. Now, 
unfortunately or fortunately, depending 
on from which side you look at it, China 
has managed to develop its domestic 
productive capacity sufficiently rapidly 
that domestic Chinese firms can now 
compete with foreign firms. The foreign 
firms who thought that they were 
going to sell automobiles to 20 million 
Chinese people discovered that the 
Chinese can also build automobiles. 

This is what allowed China to do 
what it did: They provided a prize of a 
massive domestic market that you, as 
a foreign investor, may eventually be 
able to access, but the Chinese ensured 
that you are not going to be able to do 
it until we are ready for you to do it. 
“We are only going to be ready for you 
to do it when we have our competitive 
domestic producers,” was the motto. 

We can take the example of 
Facebook. If Facebook had not been 
able to expand globally then it would 
have already collapsed because there 
simply aren’t enough fingers in the US 
to keep Facebook running. The majority 
of Facebook users are now outside the 
US. That is where their growth comes 
from. China simply said no to Facebook 
because they had a domestic competitor 
who they allowed to expand. The 
president of the US then accuses China of 
stealing US technology. Well Facebook is 
not a technology. It is not a secret recipe. 
The trick is what we call network effects. 

Network effects are, for example, 
when we expanded the fixed line 
telephone system. If one person has a 
telephone, then a telephone is useless. 
you have to have at least two people to 
have a telephone and for the system to 
work effectively everyone has to have 
a telephone. In the beginning, it had 
to be a monopoly because otherwise 
it wouldn’t work. This means that for 
these types of networking systems what 
you are doing is to make sure that you 
control the person who becomes the 
monopolist. 

So, if you are a developing country 
then first of all yes, you have to do 
manufacturing. But manufacturing is 
going to be very difficult for the reasons 
outlined above. In addition, if you 
believe we are in the post-industrial era 
then manufacturing isn’t any longer the 
magic solution to these development 
problems. And if that something else 
is technologies which require network 
effects then governments are going to 
have to take a much stronger position 
in who they are going to support, how 
they are going to support local providers 
and how they will generate local 
employment and local income.

The question is how do you do 
this? Somebody has to take a decision. 
Somebody has to say, “if we don’t 
control these markets then we lose 
them”. Potential sources of employment, 
potential sources of income and 
potential sources of development are 
going to need to be identified. You 
are always going to need some sort of 
planning mechanism that doesn’t rely 
on competing directly with something 
that already exists. Brazil decided it was 
going to compete with IBM, the producer 
of computers. This did not work because 
they did not have the technical capacity. 
Korea on the other hand said it would 
compete with japan on shipbuilding but 
did this by learning not only how to build 
ships but eventually how to build ships 
better than the japanese do. In Taiwan 
the government effectively decides 
what sectors are going to be supported, 
expanded and financed in terms of a 
particular strategy. governments need 
to identify areas in which they can 
encourage the development of expertise 
and then this creates the new markets. 

New AgeNdA: 
One of IFAA’s research areas is 

mining in Africa but with the particular 
angle of developing mining resources 
with strong local procurement as a basis 
for local industrialisation. Is this the 
kind of thing you think can form part of 
such development strategies? 
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JAN Kregel: 
This is a very good example of what 

I am talking about. Let’s take Norway. 
Norway has a sovereign development 
fund. We know that Norway now owns 
something like 5 percent of global 
equity markets simply because they 
have a lot of oil money. The question is 
where should they be investing? If we 
really want to be diversified, we don’t 
want to be investing in petroleum. 
Similarly, if you want to diversify an 
economy that has substantial mineral 
resources then you don’t want to invest 
directly in the mineral resources. So, 
what can you do? you can invest in the 
technology that is used. Norway set 
up units that engage in research and 
development for the technology which 
is used in order to explore and generate 
petroleum resources. 

The same thing with Brazil. 
Petrobras got into a great deal of 
difficulty recently because of the 
corruption scandal. However, one 
of the things Petrobras started out 
looking to do was to extract oil from 
these extremely deep oil pools. When 
they started out, they did not know 
how this could be done. International 
investors looked at this and said that it 
did not make any sense and they were 
not willing to fund this. The Brazilian 
government funded it as a development 
strategy with the expectation that if 
they figure out how to pump the oil 
then they would have the technology. 
The technology itself could then be 
used and be sold so that they wouldn’t 
only be dependent on the petroleum, 
but also the capital equipment and the 
technology. This is the same as what 
you suggest for mining. 

If you are looking at the 
development of indigenous providers of 
the technology which is used in mining, 
then you generate what Hirschman 
talked about in terms of linkage effects. 
As long as the mine continues to 
function it creates the demand for the 
local services and then the local services 

create the demand for the expansion of 
the region. So instead of just selling the 
mineral rights to some foreign company 
to come in and extract the resources 
and to take the money home, in which 
case you end up with basically an empty 
hole in the ground and a lot of workers 
who probably died in the mine. rather 
develop a balanced regional strategy by 
identifying those linkages to make sure 
that you benefit domestically from the 
existence of those resources. 

New AgeNdA: 
The implementation of the policies 

we are speaking about assumes the 
existence of a technically capable state 
and one that is actually interested in 
realising developmental goals. What 
were the political economy conditions 
that allowed for right choices to be 
made in the country success stories you 
spoke about?

JAN Kregel:
yes, you would have to ask that! 

Well as a good Keynesian you have the 
presumption that you do have a state 
which is capable, has capacities and has 
politicians who are willing and able to 
take the national interest as their own. 
Now we discover that in fact this is 
extremely rare. The entire conservative 
– maybe some would say neoliberal 
but I prefer conservative – backlash 
against this decision is that this will 
never happen. In this view, your best 
solution is to have a government that 
is as small as you can possibly make it 
and intervenes as little as possible in the 
system. 

The other part of this problem is that 
if we look at successful development 
strategies, we discover that these are 
largely governments that are autocratic; 
where decisions are taken by a central 
government without what we would 
call democratic verification. Now does 
that mean that these economies limit 
the rights of citizens? I would say no, 
probably not. If you look at China, it 

does have a very strong centralised 
system, but it also has an alternative 
form of democracy. If you look at most 
Chinese development initiatives, they 
always start at the local level. They don’t 
come down from the top. They start 
locally and if it works then it’s expanded 
and if it continues to work then it gets 
validated from the centre. There is a 
two-way movement that goes from the 
grassroots and from the top down. It 
is autocratic rather than dictatorial. It 
is certainly not the case that the centre 
dictates. The centre says that they 
recognise that they have objectives and 
we are only going to allow measures 
which meet those objectives to be 
introduced, to be validated. 

The same thing is true of Korea 
when it went through its rapid 
development. The same is true of 
Taiwan, of Malaysia, of virtually all of 
the Asian Tigers. you had the Soviet 
system which was unfortunately a 
dictatorial system where commands 
came down from the top. This did not 
work. As a result of that you created this 
idea that strong centralised decision-
making systems are not a good idea. 
However, look at the problems in 
participatory democracies. Discussions 
on Brexit gives a very good example 
of how this kind of thing can break 
down. you now have a parliamentary 
system with a democratically elected 
government which is absolutely 
incapable of deciding whether they want 
in or out [of the European Union]. 

Where is the answer to this? I don’t 
know. I don’t have a clear answer but 
there is some middle ground between 
the town meeting where you get 
together every night and decide what 
we are going to have for breakfast 
tomorrow (which usually means you 
won’t get breakfast anyway), and then 
the system in which someone says “you 
guys have to have eggs and sausages or 
pancakes and that’s it because that is all 
we can produce so don’t try and come 
and vote for something else”. 
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Civilian-driven settler 
genocide: Comparing the Cape 

Colony and California 
By Ramabina Mahapa
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SrC President in 2015 during the #rhodesMustFall and #FeesMustFall movements.

The study of genocide has 
several shortcomings, and 
foremost among them 
is the lack of significant 
consideration of cases of 
genocide outside of the 
ambit of state and official 
authorities as perpetrators 
of genocide in the eighteenth 
and nineteenth century. This 
paper describes and compares 
the exterminatory violence 
of hunter-gatherer societies 
on two different continents 
by volunteer civilian militia 
groups and argues that these 
were civilian-driven settler 
genocides.

“The blame [for some robberies] as usual 
[was] laid at the door of the Indians... And a 
war of extermination … determined on.” Indian 
Agent Redick McKee to the governor, 1852”.1

“The Bushman is a wild animal to be shot 
at sight”.2

SettINg the coNtext
In attempting to explain the rapid 

rate of decline of Native Americans in 
California and the Cape San people, 
some contemporary scholars have 
tended to cite disease, cultural 
dislocation and homicide.3 Others argue 
that in addition to dislocation, disease 
and starvation, many of the deaths of 
Native Americans and San people were 
caused by the effects of abduction, 
mass deaths on reservations, battles, 
massacres and individual homicides. 
While it is important to acknowledge all 
factors that contributed to the decline of 
San and Native American populations, 
the role of commandos in the former 
Cape Colony and what Lindsay describes 
as “democratic death squads”,4 also 
known as volunteer civilian companies, 
in California cannot be underplayed. 
This article accepts that the near total 
destruction of Cape San people and 
Native Californians represents clear 
cases of settler genocide5 but argues 
that it was the civilians who played a 
predominant role. 

In the early period of the 
establishment of the Cape Colony, 
settlers relied primarily on the soldiers 
of the Dutch East Indian Company 
(DEIC) for protection.6 It was in 1715 
that the DEIC organised the first 
punitive expedition composed entirely 
of local Afrikaans citizens of the Boer 
republic or burgher volunteers, led 
by Schalk Willem van der Merwe and 
jan Harmense Potgieter.7 Soon after, 
the defence of the colony’s inland 
frontiers was entrusted to commandos, 
which were initially organised based 
on a district with the local official 
as commanding officer.8 Later semi-
nomadic pastoral farmers, also known 
as Trekboers, gained control of the 
commandos. The leadership structure 
of commandos was modelled according 
to kin structures with those in the 
leadership mostly being the heads or 
important members of large families 
who had substantive economic 
resources and enjoyed a higher social 
status within the community. The 
commandos recruited indigenous 
people such as the Khoikhoi, ‘Bastaard’ 
and ‘Bastaard-Hottentot’ to perform 
auxiliary support roles.9
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Similarly, California had the 
emergence of volunteer civilian 
companies which were composed 
mostly of Euro-American civilians who 
volunteered to pursue exterminatory 
expeditions of Native Americans. A 
key right afforded to citizens by the 
law in California during that period 
was the right to bear arms as well as to 
constitute a volunteer civilian militia 
company for the mutual protection of 
citizens.10 Californian residents would 
gather for a meeting to discuss their 
concerns about Native Americans, 
which often resulted in the drafting of 
a petition directed at the governor and/
or the commander of the federal forces 
pleading for assistance. If they failed to 
get a favourable response they would 
try sending an additional petition with 
more signatories, and in many cases, 
exaggerations of the imminent threat 
posed by Native Americans, coupled with 
a proposal to form a volunteer company 
with the name of those who should be 
confirmed as the proposed captain of 
the company. With time, residents or 
proposed members of the volunteer 
company would elect their captain and 
lieutenants.11. In time it became common 

practice for the citizenry to form a 
volunteer company which would begin 
work and ask for permission thereafter.12 
Many of the volunteer civilian companies 
and commandos were state-sanctioned 
and even state-funded, but initiated by 
civilians.

Settlers on the frontier in the Cape 
Colony and California were responsible 
for their own protection because 
colonial governments could not afford 
to place armed military forces at frontier 
areas. More so since the early stages 
of settler colonialism were primarily 
concerned with extracting an economic 
surplus from the colonies for the benefit 
of the so-called ‘mother country’.13 

Considerable investments in the 
expansion of the colonial military, 
including the formation of police forces 
and the establishment of complete 
territorial rule accompanied by state 
administrative apparatus, was in the 
main the objective of settler states 
that gained sovereignty from their 
‘metropole’. Thus, the advancement of 
Trekboer and Euro-Americans into the 
interior often took place where there 
was minimal or no direct state authority 
or administrative presence.

For the Cape Trekboer, being 
commando leader brought influence 
and power; commando leaders 
had access to vital supplies such as 
gunpowder and were responsible for 
deciding whether captives were to be 
shot or be held as labourers.14 The start 
and duration of campaigns and areas of 
operation were also determined by the 
commando leadership.15

By comparison, the Californian 
volunteer group’s captains had to 
provide regular reports to the governor 
who was the person responsible for 
confirming the legality of the company 
and would from time to time determine 
if its existence was still necessary. 
governors had considerable input in 
the scope of the company’s work and 
duration; frequently the California 
governors would advocate for restraint 
and in cases where they saw the company 
exceeding the limits of its scope, some 
governors even disbanded the volunteer 
company on that basis. governors had 
considerable power over volunteer 
companies because, among other 
reasons, those companies needed to be 
able to get reimbursements from the 
state for their work and the governor 

For expeditions 
where cost was an 
imperative, settlers 
sought to kill every 
indigenous person 
they came across 
because keeping 
captives increased 
costs due to feeding, 
housing as well as 
transporting them.
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was central to that process. The governor 
therefore served as an accountability 
mechanism in some respects. 

Civilians, particularly in California, 
made use of the press and their 
traditional democratic practices to 
rally fellow civilians around the goal of 
genocidal extermination. However, the 
press often reported on cases of unfair 
treatment towards Native Americans, 
sometimes holding Euro-Americans and 
volunteer companies accountable. The 
Cape commandos, however, who were 
based in remote areas operated with 
minimal press coverage. Additionally, 
commandos which operated in the 
nineteenth century did so in remote 
areas such as gordonia, griqualand 
West, Bushmanland and areas north 
of the Orange River without official 
sanction and therefore with minimal 
documented reporting.16 Thus, the 
Cape commando leadership appears to 
have had far fewer checks and balances 
than their Californian counterparts. 
Despite such differences, both militia 
groups tended to become a law unto 
themselves in their dealings with 
indigenous people.

releVANce of thIS 
reSeArch todAy

The genocide of Cape San people 
in South Africa has been silenced 
for close to a quarter of a century in 
the public discourse. The majority of 
research involving Cape San people is 
not from the perspective of genocide 
studies, but rather from archaeology 
or anthropology. This has led to 
inadequate understanding and lack 
of recognition of the genocide of San 
people. The current political context, 
particularly at South African universities 
calling for the decolonisation of 
knowledge, compels this kind of 
scholarship to be brought into the 
public sphere as part of our efforts to 
engage with the injustices, legacies 
and also complexities of our past. By 
contrast, the destruction of Native 
Americans in California has recently 

received considerable scholarly 
attention judging by the amount of 
available published material on the 
subject as well as its popularity in 
the public debates on genocide in the 
United States and elsewhere. Notably, 
after conducting a literature review it 
became apparent that no comparative 
study of the Cape San and Native 
Americans had ever been undertaken 
whereas there are important lessons to 
be learnt from such an exercise. This 
study is one of the many attempts to 
bring to the fore the need to take the 
genocide of San people more seriously.

Much of the neglect of cases of 
genocide in settler colonies involving 
hunter-gatherers emanates from how 
different scholars have interpreted and 
been influenced by the work of Raphael 
Lemkin, described by many as the father 
of genocide studies. In 1944, Lemkin 
coined the term “genocide” in Axis 
rule in Occupied Europe as a response 
to the genocidal actions in Nazi-ruled 
germany.17 Lemkin’s primary focus on 
germany, in his seminal work, has had 
an unintended consequence of giving 
primacy to state and official authorities 
in the study of the phenomenon of 
genocide. This has led to a neglect of 
cases of genocide where non-state 
actors play a predominant role. The 
1948 United Nations Convention 
on the Prevention and Punishment 
of the Crime of genocide does not 
preclude civilians from being culpable 
of committing genocide, as cited in 
article Iv of the Convention which 
defines perpetrators as “constitutionally 
responsible rulers, public officials or 
private individuals”.18 

Debates surrounding the Holocaust 
appear to have contributed significantly 
to the dominance of state-centric 
perspectives in genocide studies. 
Scholars, depending on their ideological 
persuasions, sought to embed a 
perspective that gave primacy to state 
involvement in cases of genocide while 
Nazi apologists tended to use broader 
understandings of genocide as a way 

of undermining the case of genocide 
in germany. Thus, because of these 
contestations some scholars have 
had unfounded accusations of anti-
Semitism levelled against them when 
their work sought to study other cases 
of genocide which diverted from the 
features of the genocide in Nazi-ruled 
germany. A second key consideration 
in why genocide studies have been 
dominated by state-centric approaches 
can be found in the ongoing debates 
about the definition of genocide. Jones19 
notes twenty-two definitions (and 
counting) of genocide used by scholars 
in the social sciences and humanities. 
These debates reveal the lack of 
consensus among scholars about the 
concept of genocide. The debates have 
been detrimental to recognising cases 
of genocide where there are non-state 
leading actors. 

cIVIlIAN-drIVeN 
extermINAtory VIoleNce

“A party of men went out, discovered the 
Rancheria … and killed 140 Indians….Their 
destiny is to be exterminated.” A Weaverville 
merchant writing home, 1852.20 

Miller21 argues that there were 
occasions where parties of settlers 
went out two or three times a week to 
kill indigenous people in California. 
On average, over fifty indigenous 
people were killed each time a party 
went into the fields.22 Some of the 
infamous volunteer civilian companies 
in California included the Union 
volunteers, Pitt river rangers, Klamath 
Rifles, Eel River Rangers and the Salmon 
guard among others who carried out 
exterminatory expeditions against 
Native American people. Forbes argues:

“. . . the bulk of California Indians 
were conquered, and died, in 
innumerable little episodes 
rather than in large campaigns. 
This fact, of course, makes the 
sequence of events even more 
distressing since it serves to 
indict not a group of cruel 
leaders, or a few squads of rough 
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soldiers, but, in effect, an entire 
people; for the conquest of the 
Native Californian was above all 
else a popular, mass enterprise.”23 
After many unsuccessful attempts 

to stop the San from raiding settler 
livestock, the Stellenbosch authorities 
decided to raise a general expedition, 
consisting of a force of 250 men, to 
deal decisively with hunter-gatherers 
within their reach.24 The overall number 
of people who were either captured or 
killed during the expedition, inclusive 
of women and children, was more than 
seven hundred. Furthermore, Newton-
King25 notes that the commandos had 
killed well over three thousand San 
people in the Cape since the beginning 
of the hostilities in 1771. A report by the 
graaff-reinet magistracy in 1836, gives a 
figure of 2,504 San killed and 699 taken 
prisoner during the DEIC rule between 
1786 and 1795.

Adhikari26 maintains that there are 
structural incompatibilities between 
settler capitalism and hunter-gatherer 
modes of production particularly given 
that an emergent social formation 
does not allow the survival of an older 
mode of production. Adhikari27 argues 
that it was the commando activity 
that contributed significantly to the 
destruction of San society in the former 
Cape Colony and surrounding areas. 
Commandos undertook both official and 
informal expeditions to indiscriminately 
kill San people. The kidnapping and 
selling of indigenous women and 
children further exacerbated tensions 
between settlers and indigenes who 
would strike back in retaliation. 

By contrast, the 1849 discovery of 
gold in California marked the beginning 
of massive invasion of indigenous land. 
rodman28 remarks that the “mining 
boom [was] an explosive force, and 
that no region was ever the same after 
prospectors and miners had poured 
through it”. Mining and pastoralism 
had an intricate connection. rodman29 
explains that in California, miners 
and prospectors were the pioneers 

whose movements would often be 
accompanied by the establishment of 
cities and the development of farming 
communities to provide food and other 
products for the mining community. 
Land and cattle were relatively 
inexpensive in California prior to the 
gold rush, but thereafter they became 
commodities of great value further 
incentivising the expansions of the 
Californian pastoral economy. Land 
speculators, prospectors and miners 
in California had access to superior 
weapons while indigenous people had 
less advanced weaponry. ranchers held 
the view that you needed large acreages 
of land with an accompanying large herd 
to be successful. Thus, a mining boom 
was often accompanied by a boom in 
indigenous land invasions.

Likewise, the dominant economic 
activity throughout the eighteenth 
century in the northern Cape 
was pastoralism, spearheaded by 
Trekboers.30 Pastoralism, at this stage, 
was characterised by its focus on 
primitive accumulation.31 From the 
onset, Trekboers were mainly concerned 
with self-sufficiency and producing 
meat for a limited market.32 Being in 
possession of horses and guns gave 
the Trekboers overwhelming advantage 
over indigenes.33 The DEIC as well as 
Trekboers had a policy against trading 
ammunition, guns and horses with 
indigenous people in the area.34 

In both the Cape and California, 
settler activities affected drinkable water 
sources and killed fish thereby depriving 
local communities of reliable food 
sources on which some communities 
were dependent.35 Native women and 
children were abducted and sold off 
or used as labour. Domesticated herds 
ate plants that indigenes depended 
on for their livelihood. Settler colonial 
society had detrimental consequences 
for hunter-gatherer peoples’ way of life 
and sources of subsistence necessary 
for their survival. This necessitated 
that indigenous people target settler 
livestock for subsistence, and resulted 

in retaliatory exterminatory hunting 
parties and expeditions by settlers. 
This vicious cycle would lead to the 
near extinction of San and some Native 
American communities. 

Hunter-gatherer societies constantly 
had to defend themselves or flee from 
ad hoc hunting parties or exterminatory 
expeditions. For expeditions where 
cost was an imperative, settlers sought 
to kill every indigenous person they 
came across because keeping captives 
increased costs due to feeding, housing 
as well as transporting them.36 Settler 
pastoralists made use of massacres to 
address indigenous people’s resistance, 
to expedite forced dispossessions and 
removals, to coerce indigenous people 
into availing their labour or for their 
annihilation. 

On occasions, both the state and 
volunteer civilian militia groups acted 
independently in line with their varied 
interests. j. ross Browne was appointed 
by the US government in 1857 to 
investigate Native American population 
decline. He wrote that:

. . . troops were sent out to aid 
the settlers in slaughtering the 
Indians. By means of mounted 
howitzers, muskets, Minie rifles, 
dragoon pistols, and sabers, a 
good many were cut to pieces. But 
on the whole, the general policy 
of the government was pacific. It 
was not designed to kill any more 
Indians than might be necessary 
to secure the adhesion of the 
honest yeomanry of the state.37 

It must be said that the state was 
complicit in the genocide of Cape San 
people and Native Americans. The work 
of Benjamin Madley38 demonstrates 
that the US army occasionally took 
part in and independently organised 
exterminatory violence against 
indigenes. Madley39 notes several 
exterminatory campaigns against 
indigenes by the US army. Madley40 
argues that after the first California 
volunteer army campaign of 1862 which 
killed at least 120 indigenes, the genocide 

Crises of Capitalism



New Agenda - Issue 7440

of indigenous people ceased to be led by 
civilians and became a federal project. 

coNcluSIoN
Framing the extermination of 

the Cape San people and Native 
Americans of California as civilian-
driven settler genocide provides a better 
understanding of the near annihilation 
of these groups. Such an approach 
brings to the forefront the proactive role 
played by civilians in these genocides 
and enriches scholarly understanding 
of occurrences of genocide outside 
state-centric frameworks. A state-centric 
approach has failed to account for the 
mass participation of civilians and it 
is evident that the state did not coerce 
civilians into participating in mass 
killings of indigenous people. In fact, 
the evidence reveals numerous cases of 
state intervention attempting to stop 
indigenous peoples’ extermination 
by both commandos and civilian 
volunteer companies. The state, in both 
California and the Cape, was over-reliant 
on pastoralists for the defence of the 
frontier and thus lacked the capacity 
and resources to carry out a prolonged 
genocidal campaign.

There are several benefits to making 
use of the framework of civilian-driven 
settler genocide. Firstly, describing 
the genocide of Cape San people 
and Native Americans as civilian-
driven calls for research into mass 
participation of civilians in genocide 
where there is lack of state coercion 
to commit genocide. The civilian 
genocidal impetus appears to be largely 
driven by the interests and agency of 
civilians who were incentivised by the 
prospect of economic prosperity should 
indigenous people be exterminated. 
Secondly, it accounts for the difficulties 
in establishing genocidal intent from 
the colonial state in the Cape and 
California. It does not appear to have 
been in the interests of the Cape and 
California states to pursue wholesale 
extermination. In both case studies, 
civilians exercised their agency in 

wanting to exterminate indigenes and 
they were aware of the consequences 
of their actions on indigenous people. 
Civilians repeatedly, without ambiguity, 
expressed their objective of wanting 
to annihilate indigenous people. Thus, 
they participated in volunteer militia 
and vigilante groups to realise that end.

This article largely considered 
exterminatory conflict between hunter-
gatherers and settlers on the pastoral 
frontier. However, conflict also took place 
on other frontiers such as the mining 
and maritime frontiers. research on 
these frontiers reveals the participation 
of civilians in the genocide of indigenous 
people, though it is not as prevalent 
as on the pastoral frontier, which 
was driven by the need for more land 
and natural resources. Moreover, the 
disproportionate number of indigenous 
people killed by volunteer civilian 
companies and commandoes within 
settler pastoral societies as opposed to 
other frontiers affirms the structural 
incompatibilities between pastoralism 
and hunter-gatherer societies.
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International credit rating 
agencies have been at the 
centre of many financial crises 
that have cost global investors 
billions of dollars in lost 
investment value. Developing 
countries in particular have 
urged investors to ignore 
unsolicited credit downgrades, 
calling them dictatorial. The 
agencies neoliberal approach 
in rating methodologies and 
recommendations often result 
in reductions in government 
spending in order to increase 
the role of the private sector 
in the economy, and promote 
privatisation and fiscal 
consolidation. This often 
leaves governments with 
no choice but to agree on 
compromise decisions based 
on austerity policies. Despite 
instances of inaccurate 
ratings that have disrupted 

financial markets, suppliers of 
funds continue to depend on 
international ratings.

International credit rating agencies 
have had their fair share of 
controversies over the years. They 
have been at the centre of the 

major financial crises, from the financial 
markets collapse of New york City in 
the mid-1970s; the Asian financial crisis 
of 1997-98; the Enron scandal of 2001; 
and the global financial crisis of 2008. 
All of these crises cost global investors 
billions of dollars in lost investment 
value. rating agencies are meant to give 
comfort to investors about an issuer’s 
ability to repay the principal debt and 
interest. Suppliers of funds essentially 
refer to ratings in determining the level 
of interest rate that a borrower must pay. 

Inaccurate ratings therefore distort 
both the price of debt instruments and 
the interest rates payable on them. 
History has shown1 that inaccurate 
ratings create asset bubbles that 
eventually burst, disrupting the efficient 
functioning of financial markets.

The three dominant international 
credit rating agencies – Standard & 
Poor’s (S&P), Moody’s and Fitch – 
which account for over 90 percent2 
of the world’s sovereign credit rating 
business, have been accused of 

many faults, including false ratings, 
flawed methodology, encroaching 
on government policy, political bias, 
selective aggression and rating shopping. 
These shortcomings originate from their 
‘issuer-pay’ business model in which the 
institution being rated pays for the rating 
which is used by investors. This means 
that the model has an inherent conflict 
of interest. Although this has been 
evident through various crises – most 
notably the financial meltdown in 2008 – 
regulatory mechanisms are yet to address 
this problem. 

Despite these known weaknesses, 
rating agencies are still being 
referenced in key financial market 
decisions and in government’s 
macro policy decisions. The rising 
gap between developmental needs 
and available financial resources – 
including poor revenue collection – has 
also pushed African governments to 
consider different options to support 
their budgets. One route to raise capital 
has been the issuing of sovereign 
bonds on international financial 
markets. But to do this successfully, 
governments need a sovereign credit 
rating from at least one of the three 
dominant international credit rating 
agencies. The number of African 
countries seeking a sovereign credit 
rating has thus increased from one in 
1994 to 31 in 2018.
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how rAtINgS INflueNce 
ecoNomIc polIcy

The credit rating agencies limit 
government policy scope and shape 
national economic policy through a 
neoliberal approach3 to their method of 
rating countries and recommendations 
in their rating reports. The rating 
methodologies and recommendations 
promote economic liberalisation 
policies such as privatisation, fiscal 
consolidation, austerity, central bank 
independence, deregulation and 
reductions in government spending 
in order to increase the role of the 
private sector in the economy. The 
methodologies have economic, fiscal, 
institutional and vulnerability-to-event-
risk as rating factors, each one with its 
subfactors and weights.4 The closer 
the subfactors and their indicators are 
aligned with austerity policies, the higher 
the scores each rating factor receives.5 

In addition, every rating activity 
by rating agencies is accompanied by 
a report giving an explanation of the 

rationale behind the rating action. The 
explanation has two facets. Firstly, it 
details what a country has been doing 
well and what it needs to maintain 
or improve in order to be upgraded. 
The report details a recommendation 
on what ‘prudent’ policies a country 
must pursue to obtain a higher rating.6 
Secondly, it explains on what factors the 
country has been downgraded as well 
as what it needs to change to avoid a 
further downgrade. 

South Africa’s long-term foreign 
currency sovereign bond rating was 
downgraded in April 2017 by S&P and 
Fitch from an investment grade of 
BBB- to a non-invesment grade (junk) 
of BB+ and by Moody’s in june 2017 
from Baa2 to Baa3 investment grade. 
The downgrades were accompanied by 
a rating report7 showing optimism that 
the government would continue to be 
committed to policies on structural 
reforms and budgetary consolidation. 
The downgrade report for all the rating 
agencies outlined similar explanations 
about the key rating drivers. The rating 
agencies’ views were that political 
events, such as the cabinet reshuffle 
that led to the replacement of the 
former finance minister and his deputy, 
would likely result in a change in the 
direction of economic policy, weaken 
the standards of governance, worsen 
public finances and abandon fiscal 
consolidation. rating agencies viewed 
the cabinet reshuffle as a reflection of 
contrary efforts by the government 
towards improving the governance of 
state-owned enterprises (SOEs). The 
reshuffle was seen as undermining 
progress towards reducing government 
spending through abandoning the 
country’s nuclear programme. These 
recommendations heavily point towards 
austerity – fiscal consolidation, efforts 
to reduce debt and decreasing spending. 

The warnings for a downgrade 
and recommendations needed for 
upgrade leaves governments with no 
choice but to come to a compromise 
on recommended austerity policy 

direction. Any government that pursues 
an economic policy contrary to the 
recommendations of the rating agencies 
faces imminent sovereign downgrades. 
A downgrade, especially to ‘junk’ status, 
may trigger a massive exodus of capital 
as many institutional investors are 
mandated to hold investment grade 
financial assets.8 By downgrading 
South Africa in February 2017, rating 
agencies became significant catalysts 
for the removal of former president of 
South Africa, jacob Zuma. The current 
investment grade, which is on the 
balance with Moody’s, has been used 
to leverage the government policy 
direction towards austerity and to 
influence the national budget. If the 
government loses its last investment 
grade by Moody’s, its sovereign bonds 
will fall out of key global market gauges 
such as Citigroup’s World government 
Bond index (WgBI).9 This would sharply 
increase the cost of debt and pressurise 
the exchange rate as investors 
dispose the government bond. Thus 
the government has to comply with 
Moody’s recommendations to avoid 
further downgrades.

NeolIBerAl polIcy 
ApproAch

The neoliberal policy influence 
of credit rating agencies does not 
resonate with developing states 
such as South Africa, which are 
grappling with challenges such as 
unemployment, inequality and poverty. 
A focus on economic efficiency in 
such an environment compromises 
other more important factors such 
as social injustice and promotes 
exploitation of both resources and 
people. Neoliberalism de-emphasises 
public goods that are driven by equality, 
environmental concerns and social 
justice, and are not conventionally 
monetised, ignoring the government’s 
social objectives.10 restricting 
governments to a neoliberal policy 
direction is tantamount to undermining 
the basic elements of democracy as 

History has shown 
that inaccurate 
ratings create 
asset bubbles that 
eventually burst, 
disrupting the 
efficient functioning 
of financial markets.
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a government can no longer actively 
participate in economic redress, 
leaving a trail of economic misery, 
rising unemployment and economic 
inequality. It has been proven that 
free market policies sometimes do 
not lead to economic efficiencies.11 
On the contrary, they often produce 
economic inefficiencies by replacing 
state-owned monopolies with private-
owned monopolies, privatising profits. 
A 2016 report by researchers at the 
International Monetary Fund (IMF)12 
find that rating agencies’ neoliberal 
policy recommendations,  such as 
free movement of capital and fiscal 
consolidation,  result in increased 
economic inequality, shift economic 
power to corporations and benefits 
to the elite class, in turn negatively 
impacting the level and sustainability of 
economic growth.

couNtrIeS thAt hAVe 
complAINtS

There has been growing 
dissatisfaction with the dictatorial 

policy tendencies of the three 
international rating agencies by a 
number of rated countries in Africa. In 
2015, the Zambian government urged 
investors to ignore an unsolicited 
credit downgrade from the rating 
agencies.13 It challenged the correctness 
of its rating, which it said was imposed 
without being discussed with the 
country’s representatives. In 2017, 
Namibia rejected Moody’s decision to 
downgrade the country’s credit rating 
to junk status.14 It said the downgrade 
was contrary to the progress it had 
made in policy implementation and 
the country’s generally stable economic 
outlook. The government of Nigeria 
also strongly disagreed with its 
downgrading. It questioned both the 
general rating premises as well as the 
agency’s conclusions.15 The government 
believed that its chosen policy direction 
would have positive results as the 
economy had successfully emerged from 
a recession and recorded important 
improvements across a broad range 
of sectors. In 2018, Tanzania criticised 
Moody’s decision to assign a low credit 
rating with a negative outlook on the 
country’s first international credit 
rating.16 Tanzania rejected the rating, 
arguing that it hadn’t been thoroughly 
consulted on its policy direction. 

credIt rAtINg proceSS
The first major problem is that 

the rating process is centred on a lead 
analyst who recommends a rating to 
the ratings committee according to his/
her ideological persuasion. This is how 
the credit rating process works:17 after 
an issuer contracts a rating agency, the 
ratings agency assigns an analytical team 
(lead and support analysts) to gather 
information about the country from 
different sources they deem credible. 
The analytical team should consult 
the country through meetings before 
making recommendations to a ratings 
committee that is convened by the lead 
analyst. The lead analyst also determines 
the size and composition of the ratings 

committee based on the size and the 
complexity of the credit analysis.

The second problem is that rating 
agencies are bound to be concerned 
about the relevance and sustainability 
of their revenue sources because they 
are profit-driven businesses. They will 
fight for policy space to protect their 
income. Thirdly, the individual analysts 
and employees of a rating agency 
face no criminal liability, despite the 
fact that rating misconduct usually 
manifests itself through members of 
the analytical team. Lastly, the credit 
ratings industry is highly concentrated 
on the ‘big three’ credit rating firms 
that seek to maintain dominance in 
the industry through discouraging any 
activities that may lead to a loss in their 
market share. They are unwilling to 
allow completion,18 suggesting that it 
could lead to poor ratings.

regulAtory reSpoNSeS
Following the 2008 global financial 

crisis, the US, the European Union, 
China and South Africa all introduced 
legislation to address the flaws in 
rating agencies’ operations. Although 
strict civil laws are necessary to deter 
misconduct and encourage compliance, 
enforcing only civil regulations is 
both an ineffective and expensive way 
of curbing credit rating misconduct. 
Tighter scrutiny of credit rating agencies 
by investors, regulators and the media 
is also not effective. Despite these 
regulatory responses, rating agencies 
are still being caught on the wrong 
side of the law. recent cases are proof 
of this. But there is still the possibility 
that a great deal of wrongdoing goes 
undetected.

Early in 2019, the European Securities 
and Markets Authority (ESMA) fined 
the Fitch group of companies in France, 
Spain and United Kingdom a total of 
approximately r85 million for failing 
to maintain independence and avoid 
conflicts of interest.19 Fitch UK, Fitch 
France and Fitch Spain issued ratings on 
Casino guichard-Perrachon, Fondation 

… ‘issuer-pay’ 
business model in 
which the institution 
being rated pays for 
the rating which is 
used by investors 
… has an inherent 
conflict of interest.
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Nationale des Sciences Politiques, and 
renault. This was despite the fact that 
they knew one of their shareholders 
– which indirectly owned 20 percent 
shares in each of the Fitch group 
companies – was also a board member 
of the rated companies. In 2018, China 
suspended licences held by Dagong 
global Credit rating, one of China’s 
biggest agencies. Dagong was found 
guilty of submitting false information 
to regulators and charging borrowers 
very high fees, actions that regulators 
said compromised the rating agency’s 
independence. In South Africa, the 
Financial Sector Conduct Authority 
(FSCA) recently found the global Credit 
rating Agency (gCr) guilty of failure 
to avoid a conflict of interest. The 
agency was fined an administrative 
penalty of r487,000.20 The CEO of the 
gCr undertook to an issuer, whose 
credit rating had expired, that the gCr 
would issue a credit rating. This was 
contrary to the rules that required the 
CEO to act separately from the agency’s 
rating analysis team. At the time of 
undertaking, the issuer was in the 
process of procuring the services of a 
rating agency, a process in which global 
agency was one of the bidders.

ShortfAll IN regulAtory 
mechANISm

The continuing infringement by 
credit rating agencies on rules and 
analysts’ conduct that compromise the 
independence of their opinions shows 
there is a major shortfall in the current 
regulatory mechanism. Although 
problematic, abandoning the ‘issuer-
pay’ business model is not the solution 
and will push some rating agencies 
out of business. The only solution is to 
criminalise rating misconduct such as 
breaching conflict of interest. The strict 
monitoring, scrutiny and penalising 
of credit rating firms alone will not 
be enough to deter bad behaviour. 
Individuals responsible for breach of 
conflict of interest rules should face 
criminal prosecution. If this does not 
happen, analysts will not hesitate to 
take chances.

In addition to this, there should be 
a continental regulatory framework and 
a continental regulatory authority that 
governs the operation of international 
rating agencies in Africa to save the 
continent from rating abuse. The aim of 
the framework should be to deal with 
rating misconduct and address unfair 
and exploitative business practices. 

ENDNOTES

1 Financial Crisis Inquiry Commission. The financial 
crisis inquiry report: The final report of the National 
Commission on the causes of the financial and economic 
crisis in the United States including dissenting views. 
Cosimo, Inc., 2011.

2 European Commission. ‘Economic Crisis in 
Europe: Causes, Consequences and responses,’ 
European Economy, volume 7, 2009.

3 Luten, Leks. Credit Rating Agencies: Do the notorious 
big two influence domestic austerity policies? 
Universiteit Leiden, Master’s Thesis, 2016.

4 Standard and Poor’s, Sovereign Rating Methodology, 
December 2017.

5 Moody’s, rating Methodology: Sovereign Bond 
Ratings, November 2018.

6 Moody’s Investor Service, ‘rating Action: 
Moody’s places South Africa’s Baa3 ratings on 
review for downgrade,’ November 2017. Available 
at https://www.moodys.com/research/Moodys-
places-South-Africas-Baa3-ratings-on-review-for-
downgrade--Pr_375816.

7 https://www.fitchratings.com/site/search?conten
t=research&request=south%20africa#page=2.

8  jaramillo, Laura and Michelle Tejada. ‘Sovereign 
credit ratings and spreads in emerging markets: 
does investment grade matter?’ IMF Working 
Papers, 2011.

9 Citi Inc., ‘South Africa joins the Citi World 
government Bond Index,’ September 2012, 
Available at https://www.citigroup.com/citi/
news/2012/121001b.htm.

10 restakis, john. ‘Public Policy for a Social 
Knowledge Economy,’ 2018. Available at http://
commonstransition.org/public-policy-for-a-
social-knowledge-economy/.

11 Pierson, Christopher and Francis g. Castles. ‘A 
welfare state for the twenty-first century.’ Polity 
Press: Cambridge, 2006: 434-454.

12 Ostry, jonathan D.; Loungani, Prakash; Furceri, 
Davide. ‘Neoliberalism: Oversold,’ IMF Finance & 
Development volume 53, Issue 2, 2016.

13 Statement of the government of Zambia, 
‘Ignore Moody’s Credit Downgrade on Zambia, 
government tells Investors and the Public,’ 
September, 2015. Available at https://www.
lusakatimes.com/2015/09/28/ignore-moodys-
credit-downgrade-on-zambia-government-tells-
investors-and-the-public/.

14  Statement of the government of Namibia, 
‘Moody’s rating downgrade is “speculative”,’ 
August 2017. Available at https://af.reuters.com/
article/africaTech/idAFL5N1KZ0gD.

15 Statement of the government of Nigeria, ‘govt 
Disagrees With Moody’s Downgrading of Nigeria 
to B2 Stable rating,’ November 2017. Available at 
http://www.businesstimesafrica.net/index.php/
details/item/2436-nigeria-govt-disagrees-with-
moody-s-downgrading-of-nigeria-to-b2-stable-
rating.

16  Statement of the government of Tanzania, 
‘We rejects the negative outlook on the credit 
rating,’ March 2018. Available at https://www.
reuters.com/article/tanzania-ratings/tanzania-
criticises-moodys-for-negative-rating-outlook-
idUSL5N1qN4U8.

17 Moody’s Investor Service, Moody’s rating process, 
2018. Available on https://www.moodys.com/
ratings-process/How-to-get-rated/002001.

18 Lagace, Martha. ‘Why Competition May Not 
Improve Credit rating Agencies,’ Working 
Knowledge: Business Research for Business Leaders. 
Harvard Business School. Aug 2009. Available at 
https://hbswk.hbs.edu/item/why-competition-
may-not-improve-credit-rating-agencies.

19 European Securities and Markets Authority 
(ESMA). ‘ESMA fines Fitch 5,132,500 for breaches 
of conflict of interest requirements,’ March 
2018. Available at https://www.esma.europa.
eu/press-news/esma-news/esma-fines-fitch-
%E2%82%AC5132500-breaches-conflict-interest-
requirements.

20 Financial Sector Conduct Authority (FSCA). 
Administrative Penalty r 487 000 inclusive of 
costs for global Credit rating Co. (Pty) Limited 
(global) for Contravention of rules 5(8), 5(11) 
and 5(12) of the Credit rating Agency rules, April 
2018.

… credit rating 
agencies limit 
government policy 
scope and shape 
national economic 
policy through a 
neoliberal approach.



Issue 74 - New Agenda 45

IMF says it cares about 
inequality but will it change its 

ways?
By Timon Forster, Bernhard Reinsberg and Thomas Stubbs

Timon Forster is a doctoral candidate in International relations at the Freie Universität 
Berlin, Bernhard reinsberg is a lecturer in International relations at the University of 
glasgow and Thomas Stubbs is a lecturer in International relations from royal Holloway 
University of London.

The International Monetary 
Fund (IMF) has become 
increasingly infatuated with 
the negative consequences of 
excessive inequality. This new-
found mission is laudable, but 
neglects the manifold ways its 
own policy advice contributed 
to growing income inequality.

As lender of last resort, the 
IMF provides countries in 
economic turmoil with 
financial support. In return, 

borrowing countries must often commit 
to far-reaching policy reforms. While 
some view this so-called ‘conditionality’ 
as a necessary instrument to address the 
root causes of economic crisis, others 
point to its adverse social implications.

We examined how policy reforms 
prescribed in IMF lending programmes 
affected income inequality for 

developing countries between 1980 and 
2014. We found increases in income 
inequality by, on average, 6.5 percent a 
year once the programme commenced. 
These effects persisted for three years.

Our measure of income inequality 
was the Gini coefficient. A score of 0 
means income is equal for everyone 
in the country; 1 indicates one person 
earns all the income. For example, the 
US had an income gini of 0.379 in 2014. 
During the period we studied, the gini 
coefficient for developing countries with 
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IMF programmes ranged from 0.228 
(Belarus, in 1996) to 0.571 (Papua New 
guinea in 1996).

Our research advances our 
understanding of the causes of income 
inequality, one of the most pressing 
issues of our time. In particular, we 
highlight an important yet insufficiently 
understood international-level 
determinant of inequality in the 
developing world: structural adjustment 
programmes by the IMF.

the ImpAct of Imf 
progrAmmeS

In our work, we detail how IMF 
lending arrangements affect the income 
distribution in borrowing countries.

First, the IMF sets expenditure 
reduction targets for borrowing 
countries. These so-called austerity 
measures are meant to balance the 
budget. But cuts in government 
spending can widen income inequalities 
because low-income households often 
depend on government transfers. For 
example, a lending programme with 
Togo mandated such reforms between 
2008 and 2011. Over this period, income 
inequality rose by 3.7 percent (from 
0.379 in 2007 to 0.393 in 2012).

Second, the IMF repeatedly 
mandated the removal of restrictions 
to trade and financial flows. Policies 
promoting international economic 
openness can increase demand for 
skilled labour in developing countries. 
But low-skilled labour typically loses 
out, and income inequality increases. 
Financial development and capital 
account liberalisation also favours 
individuals with access to financial 
capital and services. 

In developing countries, these tend 
to be people with high incomes. For 
instance, Sri Lanka had to establish 
a flexible exchange rate regime to 
qualify for financial assistance in 2001 
(which lasted until 2005). Under the 
tutelage of the IMF, the Gini coefficient 
of disposable income increased by 5.6 
percent between 2000 and 2006.

Third, the IMF typically called 
for reforms on monetary policy, 
initiated the privatisation of financial 
institutions, and specified targets for 
the inflation rate. These measures 
can increase investor confidence, the 
benefits of which are mostly felt by 
individuals with high incomes. For 
example, in 1982, a lending arrangement 
with guatemala included restrictions 
on the growth of bank lending to the 
private sector, domestic credit and credit 
to the public sector. One year after the 
programme ended, in 1985, the income 
gini was 0.482. This was 0.8 percent 
higher than when guatemala negotiated 
lending terms with the IMF in 1981.

Finally, IMF targets limiting the 
provision of new external debt can 
force governments to reduce social 
spending since they are unable to 
fund it. These lower the income share 
of poor populations who depend 
disproportionately on government 
transfers. For instance, IMF-designed 
reforms for Indonesia in 1998 included 
criteria to limit external debt. In 2004, 
after the programme terminated, income 
inequality had increased by 1.6 percent.

These findings show that the 
policy reforms prescribed in lending 
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the provision of new 
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income share of poor 
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programmes affect income inequality 
in multiple ways. Indeed, the Fund 
appears to have heard the criticism of 
its policy prescriptions and now devotes 
considerable attention to inequalities.

But an Oxfam report evaluated 
IMF pilot projects that were supposed 
to incorporate inequality analyses 
and failed to find evidence of policies 
promoting lower inequality. 

more worK to Be doNe
At their most recent annual Spring 

meeting in April, the IMF and World 
Bank hosted a seminar, ‘Income 
Inequality Matters’, discussing ways to 
achieve inclusive growth. 

If the IMF is serious about reducing 
inequality, then it needs to carefully 
consider the types of conditions included 
in lending programmes. The 2030 
Sustainable Development goals (SDgs), 
to which the Bretton Woods institutions 
remain committed, offer a window of 
opportunity to address what is one of the 
most pressing issues of the day.

With just over a decade left to 
achieve the SDgs, it’s high time the 
IMF put words into practice regarding 
tackling inequality to right its wrongs of 
the past.

This article first appeared in The 
Conversation and is republished under a 
Creative Commons licence. 
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Lawfare, judging SA politics 
Michelle le Roux and Dennis Davis 
Publisher: jonathan Ball. South Africa. 2019. 368 pgs.

review by Ben turok

This is an extraordinary book which 
should be read by every politically 
conscious person. It deals in the most 
fascinating and readable way with the 
interface between the judiciary and 
the political system in South Africa. 
In doing so it overcomes many of our 
preconceptions and prejudices about 
judges and the courts while endorsing 
their vital role in sustaining our 
system of a rights-based constitutional 
democracy.

The book opens with a sustained 
account of how courageous lawyers used 
every opening in the law to lighten the 
oppressive measures of the apartheid 
regime. They built on every element of 
rights which exists in our common law, 
and even in some other laws, to force 
concessions from recalcitrant judges who 
were themselves sometimes trapped 
in considerations of jurisprudence. It is 
quite fascinating how even judges known 
for right-wing views were obliged to 
make concessions which undermined 
the most severe apartheid legislation, 
causing acute embarrassment to the 
regime. All this is dealt with by way of 
recounting actual cases as they were 
taken through the courts. 

The same methodology is used to 
take us through a series of actual cases 
in the post-apartheid period. It is quite 
remarkable how obscure legal issues 

are presented in ordinary language 
understandable by those without legal 
training. 

By examining a series of critical 
cases the authors elaborate on the 
continuing tussle between the judiciary 
and the democratic government about 
which arm is supreme. The issue 
is partly resolved by the common 
understanding that the Constitution is 
the supreme law of the land and that the 
Constitutional Court is the custodian of 
the Constitution. 

But the matter cannot rest there. 
Since the Constitution stands for a 
democratic and equal society in which 
rights are held to be paramount, what 
is the actual role of the Constitutional 
Court in enforcing this? The Court 
has no police force nor any actual 
instruments of enforcement. So how 
can it exercise its powers? If at all.

This problem is highlighted with 
an account of how Zuma undermined 
the rule of law by manipulating the 
personnel in charge of other state 
institutions, notably the prosecution 
authority, police and other arms of the 
state. Even Parliament became totally 
compliant, and failed both to pass 
necessary legislation and to hold the 
executive to account. Thus while the 
judiciary remained relatively unscathed, 
its powers to sustain the democratic 
culture so strongly aspired to in 1994 
were badly eroded. 

So what is the role of the courts 
vis a vis the political system? Here we 
encounter the term judicial overreach 
whereby courts lay down actual 

requirements for government action 
which would normally fall to the 
executive. Under this heading we might 
also include applications to court by 
political parties dealing with some 
infringement or other. This falls under 
the heading of lawfare though there 
are many other instances which also 
fall under this term. On the whole, the 
authors caution against these tendencies. 

The authors deal with the separation 
of powers between the judiciary, 
legislature and executive and the 
dangers of excesses of intrusion by any 
of these institutions.

However, what remains is the special 
supremacy role of the Constitutional 
Court which means that the executive 
must at all times act within the law. 
There is of course the difficulty that 
the executive holds that, unlike the 
judiciary, it emerges through an election 
of the people and is therefore directly 
accountable. This at times leads to 
tensions over the role of each within an 
appropriate constitutional balance. 

This tension comes to the fore with 
respect to socioeconomic rights in the 
Constitution and how the limitation 
clauses are interpreted. There is a 
tension between reasonable measures 
and available resources.   

To conclude, the book stresses that 
although the ”Constitution is a powerful 
tool for the building of accountable and 
meaningful participative democracy,” 
it nevertheless requires a ”supportive 
politics and vigilant citizenry striving to 
realize its vision”.
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Confronting Inequality: 
The South African Crisis
Michael Nassen Smith (Editor)

Publisher: Fanele, an imprint of jacana Books. 2018.  
180 pgs

review by edward webster 

Confronting Inequality: The South African 
Crisis is an important event in inequality 
studies in South Africa. It brings 
together a rich body of critical, policy 
and scholarly research on inequality. 
Until recently South African researchers 
focused on the crucial field of poverty 
studies, neglecting the widely accepted 
view that South Africa is not only one of 
the most unequal societies in the world, 
but inequality has deepened in post-
apartheid South Africa.

The book begins with a South 
African puzzle succinctly put by 
veteran activist and engaged scholar 
Ben Turok: “What is puzzling is why 
the achievement of democracy … (in 
South Africa) … has not led to the 
visible removal of the most obvious 
inequalities in our society. In Europe, 
pressures from within the working class 
brought major social adjustments in 
capitalist countries. Why not in South 
Africa” (page 6). 

The answer, Neva Makgetla suggests 
in a reference in the preface to her 
comprehensive chapter, lies in the 
historical foundations of inequality 
whose fundamental inequities have 
been retained in a democratic South 
Africa. “This inequality,” she writes, 
“persists due to deeply concentrated 

economic power that is reinforced 
by inequities in education, residence 
infrastructure and work organizations” 
(page xv).

These themes are explored in a 
number of chapters. Francis and Massie 
demonstrate that wage inequality has 
deepened in South Africa over the past 
20 years. Drawing on international 
experience and the current intentions 
behind Section 27 of the Employment 
Equity Act, they propose a cap on 
excessive executive remuneration and 
a mandated disclosure of pay ratios 
between the CEO and the lowest paid 
(pages 57-63). Lehohla and Moola 
draw our attention to socio-economic 
inequalities, including South Africa’s 
two-tiered health system where almost 
50 percent of Total Health Expenditure 
(THE) is spent on 16 percent of the 
population covered by medical schemes, 
while the other 50 percent is spent on 84 
percent of the population in the public 
sector (page 118). 

Ivan Turok effectively demonstrates 
how South Africans are growing up 
literally in “different worlds,” with 
profoundly unequal access to social 
and physical infrastructure and 
opportunities. What is of particular 
significance is the new marginalised 
places, including land occupations, 
invasions of derelict inner city buildings, 
and dwellings (usually shacks) erected in 

other people’s backyards (pages 143-145). 
The most persuasive explanation 

for why inequality persists lies in the 
short chapter by Leibbrandt, Schotte 
and Zizzamia who show how inequality 
is being inherited between generations 
in South Africa, with an exceptionally 
high persistence at the bottom of the 
earnings distribution. The bottom three 
classes – the chronic poor, the transient 
poor and the vulnerable poor – consist 
of 78 percent of the population and are 
able to move temporarily out of poverty 
but have “low probabilities of moving 
away from poverty permanently” (pages 
154-155). The authors describe this 
temporary nature of social mobility 
as “precarious mobility” (page 155). 
Echoing Francis and Massie, the 
authors stress the importance of formal 
employment with a permanent work 
contract and union coverage “… as a 
characteristic of middle class and elite 
households” (page 150).

Three issues require further 
development; firstly, inequality is never 
defined and is assumed to refer to 
economic inequality, i.e. income and 
assets. goranTherborn in his celebrated 
book, The Killing fields of inequality, 
distinguishes between three quite 
different kinds of inequality. The first 
is inequality of health and death, what 
might be called vital inequality. The  
second is existential inequality, which
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hits the individual as a person through, 
for example, racism or sexism. The 
third is material or resource inequality, 
which means that human actors have 
very different resources to draw upon. 
The authors in this volume need 
to broaden their understanding of 
inequality as, according to Therborn, 
“inequality is a violation of human 
dignity: it is a denial of the possibility 
for everybody’s human capabilities to 
be realised” (page 1). 

 The second issue is economic 
growth. The assumption underlying 
the proposals made in the volume is 
that economic growth is measured 
through the gross domestic product 
(GDP). In the context of the twin 
challenge of climate change and 
ecological collapse these assumptions 
need to be revisited. 

The third issue is to do with 
class. It is assumed that classes are 
simply economic categories but social 
inequality is not only determined by 
the distribution of economic goods and 
money but also by the distribution of 
other forms of capital, what could be 
called cultural capital.

An engagement with these three 
issues is necessary if inequality studies 
are to develop a more holistic research 
agenda and if activists, movements 
and policy-makers are to successfully 
confront inequality in South Africa. 
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