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A

FI VE QUOTATI ONS

To begin with a quiz: who are the authors of the follow ng five
statenments? .

1) "The Freedom Charter is an exceptionally significant docunent as | want 1
to tell Honourable Menbers of Parlianment today. Anyone who has not yet
read it should do so". (Said in Parlianent).

2) "Nationalization of all mning and mneral interests in South Africa is
a key factor in the economc policy of our Party. The purpose is to
achieve upliftment of South African peoples, especially the under-
privileged. | support the free enterprise systemin principle, but it

is unable to function effectively in South Africa"

3) "Should we take power in South Africa, the first thing we will do is to
nationalize the mneral wealth of the country. The natural wealth of

this country belongs to its people irrespective of race. (W) should

cone together to fight nonstrous nonopoly capitalism..... "

4) "The Freedom Charter does not institute a blue-print for a socialist
state. The dispossession of the mning kings and | and barons woul d

open up fresh fields for the devel opnent of a prosperous non-European
bourgeoi s class. For the first time in the history of this country the

non- Eur opean bourgeoisie will have the opportunity to own in their own
nane and right mlls and factories, and trade and private enterprise
wi Il boom and flourish as never before"

5) "The ANC is not a socialist party. It has never pretended to be one,
has never said it was, and is not trying to be"

The authors are, 1) General Magnus MalanO , 2) M Allan Hendrickse(3)

3) A spokesperson for the Conservative Party(3) , 4) M Nelson Mandela(%3
5) M Thabo Moeki (5)

The bewi | dering positions revealed in the above statenents serve as
justification for this analysis. To date, the debate on the Freedom
Charter and the nationalization of industry has used up a considerable
amount of political electricity to generate certainly sone heat, but
regretfully little light. This paper is an attenpt to draw out argunents
for and against the nationalization of industry, and to put theminto an
economni ¢ cont ext.

This paper will concentrate on the inplications of the Freedom Charter’s
nationalization clauses for industry, and will begin fromthat as a point
of departure. This docunent does not inply that the author does (or does
not) believe in the possibility of a government comrmitted to such ideals
taki ng power in South Africa.

Further, attenpt is made to '@ esent argunent both for and agai nst
nationalization fairly, as this paper is hoped to be a springboard for a
nore focussed debate on this topic, rather than a statenent of position on
the topic.



THE W CHARTER AND NATI WAL| ZATI ON OF | NDUSTRY

The Freedom Charter’s position on nationalized industry is contained in the
fol |l owi ng cl auses:

THE PnPLE SHALL SHARE | N THE COUNTRY' S WEALTH!

The national wealth of ouricountry, the heritage of all South Africans,
shall be restored to the people:

The nineral wealth beneath the soil, the banks and nmonopoly industry

shall be transferred to the ownership of the people as a whol e:

Al'l other trades shall be controlled to assist the well-being of the
peopl e:

Al'l people shall have equal rights to trade where they choose, to
manufacture and to enter all trades, crafts and professions.(9)

Such clauses in turn are bpen to varying interpretations, for exanple:.
does "the mineral wealth beneath the soil" refer to deposits of mnerals,
or to the m ning houses thensel ves?: and

are "nmonopoly industries" just that, or are such conglonerates as the Anglo
Ameri can Corporation neant to be included, despite the fact they they are
not "monopolies" in the strict sence, nor, for that matter, in any sense
when their activities in such industries as notor manufacture, insurance,
banki ng, farm ng, paper manufacturing anpbngst others are considered.

For clarity we have to turn to the analysis of the Charter made by the ANC
Nati onal Executive Conmittee at the 1969 Mdrogoro conference where it was
deci ded:

It is necessary for nonopolies which vitally affect the social well

bei ng of our people such as the mines, the sugar and wi ne industry to

be transfered to publif ownership so that they can be used to uplift

the life of the people. 7)

Regretfully no explanation is provided of what "nonopoly" is taken to nean,
nor of why sone industries are singled out, and others ignored. The

di fference between "m nes" and "mni ng houses" is not dwelt upon. For the
purposes of this paper |I will follow Peter Robbins:

| he ANC has al ways maintained that it will bring the "commandi ng

hei ghts" of South Africa’s mning sector into public ownership once it
assuned power. (He assunes. this to include) "Anglo Amrerican Corp

Charter Consolidated, Anglo Transvaal, Cold Fields, Barlow Rand and

Gencor, tzgfther with all their subsidiaries and jointly owned

conpani es.



ARGUMENTS FOR NATI ONALI ZATI ON

Nationalization will help restore a degree O Political Equity to the
Econony

This argunent could run as foll ows:

Over history, South Africa has seen the devel opnment of nassively
unequal political circunmstances, with the cl eavages between the
politically powerful and the politically powerless al nost al ways
dividing on racial lines. This situation has seen black South Africans
excluded on political grounds fromgreat sections of economc
activity. An exanple of this is the mning industry.

Under our conmon | aw the | andowner owns the mnerals beneath the soil
But. as the G oup Areas Act precludes Africans, Indians and Col oureds
fromacquiring land estimated to cover 80% of South Africa, including
alnost all of the mneral rich land, the majority of South Africa’s

i nhabitants are prohibited fromacquiring mneral rights over virtually
the whole of the country.

Further, the state reserves for itself. in terns of the Mning R ghts
Act of 1967, the right to mne for precious netals in South Africa.
Unhder this act, the Mnister grants mning | eases to applicants for
deep-level mning where the applicant is either a prospector, or the
owner or |essee of the land’ or the holder of the rights to precious
netals. Wth regard the first category, section 7 of the Act expressly
precludes Africans or ' Col oureds"” from obtaining a prospecting permt.
The Group Areas Act precludes Blacks from the second category, that of
owner or |essee of the land. The third category can only include
prospectors, and Bl acks are excluded by Section 25 (3) from such
rights. Thus, now as always before, Blacks are precluded by |aw from
participation in mning at any |evel where profits can be nmde. oh

G ven this history of political exclusion fromthe workings of the
econommy, a newy elected najority based governnent will have to redress
this historic wong - and the nationalization of the mnes and of |arge
scal e industry is one of very few techni ques available to put right
these faults of history. Sinply repealing the discrimnatory laws wl|
not overturn the history of dispossession and exclusion - certainly it
woul d make future entry into industry colour blind, but it is, after
all these years of white capital accumnul ati on and bl ack excl usi on
technically al nost inpossible for blaCk entry into i ndustry at any
significant level at this stage. Only nationalization of existing
white hol dings can return ownership to the representative popul ation

t hereby overcom ng the wongs of history.
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2) Nationalization will help to restore a d tee of Economic Equit to the
CBunEry "

Thi s argunent could possibly run as foll ows:

South Africa is a country of imrense econom c contrasts: on the one
hand, it is the treasure house of the world in mneral wealth, and
Africa' s nost devel oped industrial and comercial econony: on the
ot her hand nearly half of the population |ive beneath the |east
generously defined poverty datumline, and this half is al nost
exclusively bl ack. and has suffered generations of |egal and
prejudicial exclusion fromthe wealth of the econony.

And the situation of unequal inconme distribution is not inproving:
In 1965 the G Nl co-efficient of South Africa was 0 56, ranking
South Africa anmongst the world’' s highest inequality nations: (see
Table |).(
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By 1975 this had deteriorated to 0,68. certainly anpongst the few

nati ons of highest inequality on earth. In devel oped Western nations
the range is between 0,35 and 0.41, as well as for economes of simlar
| evel s of devel opment as South Africa: 00

Further, in years just prior to the beginnings of National Party
Apartheid, 1946/7, inconme per capita was R4,218 for white South
Africans and R398 for Africans - showing a disparity ratio of 10.6 to
one. By 1980, this had wi dened to R8,501 per capita for whites, and
R657 for Africans, the ratio now being 12,9 to one. (See Table 2).(m
Tabl e 2

RACI AL PER CAPI TA | NCGVI ES AND DI SPARI TY RATICS .

I ncome per capita Disparity Ration

(constant 1984 rands) (Wite to other)

- 1946/ 1960 1970 1975 1980

47

4,218 5, 319

Over the years of fornmal apartheid, inconme gaps have wi dened between
the priviledged white owners of the econony, and the disfranchised:
disqualified Africans who filled the role of workers in that econony.
Raci al income distribution in 1980 showed that the 15,5% of the

popul ation that is white earned 61% of the total income earned, while
the remaining 84,5% of the popul ation earned 39% of total incone. (see
Tabl e 3).09)
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Furthernore, governmental approach to the support of the poorest
sections of the popul ati on has been dismal. Wl fare expenditures have
decreased on a percentage vof G oss Current Government Expenditure

bet ween 1949/50 and 1975/ 76: (see Table 0.00

| HE COVPOSI TI ON OF GROSS CURRENT GOVERNMENT EXPENDI TURE

|

I N SOUTH AFRI CA 1950/50 - 1975/76 (Percenta ea)

'; 1949/ 50 1959/ 60 1969/ 70 1975/ 76

Agricul tural services ;

and subsidies i i 6 7

Education 18 ' 19 19 19

Heal th and hospitals 13 13

Transfer paynments . 10

Ohers ' 10

, & oss current expenditures

as a percentage of persona

i ncone

"Wel fare' expenditures as

a percentage of persona

i ncome

Items 3, 4, 5 as a

per cent age of persona

i ncone

This has been in contrast to the international community of nations,
where, in seni-devel oped countries like South Africa, Sinkins has shown
that social security has risen as a proportion of GNP, while it has
fallen in South Africa: (see Table 5)&5)

Actual Social Security Predicted val ues

Expenditure as a Percentage fromInternationa

df personal income in South Africa cross-section

Thus we live in a country of innense and wi dening incone inequality,
with whites becom ng increasingly wealthy and extending their contro
over the econony by this growth in wealth; while blacks are on average
living under the poverty datumline and are still falling back, remain-
ing relatively unsupported by Governnent welfare progranmes that are,
agai nst international trends, falling rather than rising.

The argurment for nationalization to restore econonic equity to South
Africa thus concl udes:

If such a society is not rife for a socialist transformation, including
a large-scale nationalization of industry, what country is? "Only by
restoring the wealth base of the econony, industry: to the ownership of
the people at large, can the people be sure that this structure will be
used for the redress of the conditions of inequality outlined, and -not
used to perpetuate this inequality.



3)

Nati onal i zation is necessa to deconcentrate indust | there
removl e 1' se 0 a el capl a 18m

This argunent could run as foll ows:

The South African econony is massivily concentrated. As recently
as 1983 seven giant corporations controlled nearly 75% of all
conpanies listed on the JSE: - by 1987, concentrati on had gai ned
such pace that 4 corporatiqu now control 83%of all JSE |isted
conpani es. (see Table 6). "
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This concentration is reflected in other baroneter: also - in 1984..
al |l compani es quoted on the 388 were controlled by only 2554
directors - and nearly 20% of all directorships were in the hands

of just 65 men. (see Table 7) on
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Further, the major types of 'ultimate’ control of conpanies reveals
ratios greatly different between South Africa and USA, Chile:
Australia and Great Britain: (see Table 8).
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In other countries |isted, managenent was tne biggest single factor

of ultinate control except in Australia. South Africa sees
conparatively little of this type of ultimate control. Pyram ding,

the control of corporations by other corporations receding back

i nto non-trading hol ding conpanies, is nmassive in South Africa and

al nost non-existant in the USA, Australia and Geat Britain

The argunment conti nues:

Concentration by itself is bad enough for econom c reasons. |eading as
it does to price collusion, difficulty of entry for smaller
corporations into the market. and over - powerful enployers bargaining
with conparitively small unions.

But in South Africa this concentration takes on a nore unsatisfactory
aspect: for these huge corporations are now w dely seen as col | udi ng
with apartheid governnent to formthe overwhel mi ng power base of
Apartheid/ Capitalism The capitalists profit fromthe mgrant |abour
system apart hei d perpetuates and the huge governnent contracts avail -
able, and the Apartheid Governnent in turn profits by having a readily
acqui escent industry that happily makes the guns, provides the taxes
and busts the sanctions that together keep the governnent in power.
The argurment concludes that the only way to dismantle the political and
econom ¢ power of the capitalist owners of industry is for the state to
obtain control of these industries by nationalizing them Any other
arrangenent woul d | eave a few enormously powerful corporations, with a
| ong track record of siding with governnent against workers, in their
present enormously influential position.

-15-



4) Nationalization will protect those who invest their lives, as opposed
to those :50 invest their noney, in inaustry

" The argunment here would run sonething |ike this:

The interests of m neowners and m neworkers differ totally. For

all the years of the existence of the m nes, mneworkers have been
pai d wages that have only recently exceeded starvation | evels. The
m neowners, by mani pul ati ng a bal ance between mnigrant and | oca

| abour. have nanaged to build a massive and profitable industry
(working profit for the consolidated gol dm ning industry was R6, 8
billion in 1980, rising to R7,7 billion in 1986 and is estimted at
R7 billion in 1987)bv on a pitiful wage structure.

Tabl e 9 shows the relationship, all in Rands per nonth. of an Anglo
Aneri can Underground G ade 4 m neworker’s mini mum wage, excluding
bonus, overtine and accomodation, from 1980 tn 1987, in conparison
wi th an adj usted Househol d Subsi stence Level (HSL) of a black
famly with four children living in Johannesburg, and also with an
adj ust ed Househol d Effective Level (HEL) of such a famly over the
sane time span.

The HSL nmeasures such itens as food for the five fanmily nenbers at
hone (assuming the miner lives in a hostel), housing, clothing,
fuel, lighting and cleaning materials. It has been adjusted down

to exclude food for the father/m neworker, as well as transport to
and fromwork for himas he is assuned to be a hostel dweller.

The HEL nnasures the above anmpbunts, but al so nakes provision for
nmedi ci ne, education, hire purchase and nai ntenance. It has al so
been adj usted down, as before.

The graph shows an initial relationship between wages and ESL
opening out over time until the wage figure now falls al nost

m dpoi nt between HSL and HEL. The greatest inprovenent has cone
during the years of the National Union of M neworkers (NUM

bar gai ning, and reflect the value of a strong trade union to
confront managenent. Under even these conditions, m neworkers

wages are | ower that national average nonthly wages for Africans?$
despite the nassive profitability, and strategic inmportance, of the
m ni ng i ndustry.
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The argunent continues -

this situation is aggravated further by the enornous returns
obt ai ned by capitalist investment in, for exanple. Anglo American
Tabl e 10 shows firstly; the wage increase: of an underground grade
4 m neuorker as a percentage of his 1980 wage. rising just over
three tines between 1980 and 1987. Secondly it shows the return on
i nvest ment received by a person buying shares in Anglo at the

m dpoi nt share price of 1980, and selling them at the m dpoint
share price for 1987, plus the dividends he received over that - e0
period, (30 again as a percentage of 1980 return. Wile it is
acknow edged that for sonme years sharehol ders received scant
reward, it is argued that Capitalists do not invest for a short
termgain and. over the full period, have received the equival ent
of 25% conpound return, much of which is non-taxable. The return
on investnent is 474% while wages increased by 304%
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The argunent concl udes -

Capitalist mneowners have a long history of a) paying starvation
wages, the latter only recently being sonewhat inproved, and

b) rewardi ng thensel ves and their fell ow sharehol ders enournously
better than their workers. Anglo has 22609 sharehol ders and about
300 000 stafflal) plainly the business is being run for the
benefit of this small group of sharehol ders. And despite years of
pronouncenents of social responsibility, there are no bl ack
directors in the mning houses |l et al one worker directors. Such a
hi story cannot be expected to change with a change to a
denocratically based governnment in South Africa. the argunent
concl udes. The only way to change Anglo, and for that natter al
maj or industry, to an enphasis towards society rather than
sharehol ders, is by making society its shareholder - ie, by

nati onal i zi ng such conpani es.

- 12



5) Nationalization of industry is neEessary to protect, and increase,
nunBEr of 3055

. Tabl e 11 shows that opinions surveyed in Port Elizabeth s bl ack
townshi ps in 1987 showed that by far the major problem bl ack people
face, is unenploynent and | ack of a job.cv9 Second to that conmes | ow
wages.

THE MAI N PROBLEMS OF BLACK PECPLE I N PORT ELI ZABETH Feb - Apr 1987
1. Unenmpl oynment and | ack of jobs

Low wages

Raci al discrimnation and racial hatred

Apartheid policy (eg. Goup Areas Act)

The police killing and beating peopl e

The fact bl acks don't have the vote

Shortage of housi ng MAJOR

Hi gh rents PROBLEMS

The State of Energency

10. Bl ack education system

11. The detention of |eaders

12. Hi gh cost of living - eg. high cost of food

13. Detention of pupils and teachers .

14. Barbed wire fence around New Bri ghton

15. Black local authority/town counci

6. Unrest and riots

| 7. Molence by one black group on other black groups

18. School s boycotts SECONDARY

19. The burni ng (neckl aci ng) of peopl e PROBLEMS

20. Hospitals, clinics and health treatnent

21. Crine rate in your area

22. Bus transport system

23. Beach segregati on M NOR

24. Consuner boycotts PROBLEMS

- 13 -
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"lhis situation is not likely to get any better. Even today, Table 12
shows that, on COSATU cal cul ations, "The only sectors in which
enpl oyment in South Africa continues to grow are governnment, and
finance and insurance".(3't)

South Africa has a large wotkin; class em

pl oyed in the various sectors of the

econorny. As the economy has devel oped

manuf act uri ng has becone the npbst im

| portant sector of enploynent.
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Projections into the future are endlessly bleak: the Institute of
Future Research at the University of Stellenbosch cal cul ates that,
shoul d South Africa have a GDP growmh rate of 2.1% per annumto the
year 2000, there will only be 8.1 mllion fornal sector jobs wth
17.9 mllion job seekers. The fortunate will have a fornal sector
job - the test can, at best, hope for sonme sgrt of an existence in
the "peripheral sector". (see Table 13).(15

LABOUR SUPPLY VERSUS DEMAND

1960 1980 19851) 2000 2) -

SCENARI O SCENARI O

[ 11

ml ml

ml. ml.

Supply of labour. 17,9

Demand i n nodern

sector of econony

(devel oped sector)

Peri pheral sector

(1 ess devel oped

sector).

Peri pheral sector

as a % of supply

9,4

8,5

Source: Dostal, E. 1984. Manpower: Supply and Dermand 1980 - 2000.
Institute for Futures Research Bulletin. Stellenbosch. Updated 86.
Notes : Assunptions Scenario |I: 3.0% average annual growth between
1980- 2000.

Assunptions Scenario Il: 2,1% average annual growth between

1980- 2000.

Thus a future denocratic government in South Africa will inherit a
country awash with people unable to find enploynment in the forma
sector.

What can be expected of big business in an attenpt to conbat this
probl en? The anwser is - nothing, voluntarily.

Anglo’s Cem Sunter is explicit - if you want First Logic Econony
busi nesses to be able to conpete in the international nmarket, and
thereby to earn foreign exchange, you nust expect themto enploy |ess
rather than nore people. Job seekers must expect, at best, job growth
in Second Logi c Econony organi sations, probably what the Stell enbosch
University Institute calls "the peripheral sector".(ab

Thus a future government, conmmitted to rapidly expanding black fornma
sector enployment, will find a highly concentrated industrial seetor
equal ly committed to reducing 'this type of enployment. And as the
pressures on such a govetnhent will prove i mense, and industries
evasi ons of the issue probably equally vast. pressure will build on
such a government to nationalize major enployers sinply to create jobs
in the short term

- 15 -



6) Nationalization will spread the denocratic goals of the new society
into inaustry ana the economny.

VWhen Ben Turok notivated the nationalization clause of the Freedom
Charter at the Congress of the People in 1955, he did it with these
wor ds:

It (the Charter) says ownership of the nmines will be transferred to
the ownership of the people. It says wherever there is a gol dm ne
there will no | onger be a compound boss. There will be a committee

of workers to run the gold mnes. Friends, we also say that

wherever there is a factory and where there are workers who are

e exploited, we say that the workers will take over and run the
factories. In other words, the ownership of the factories wll

cone into the hands of the people ..... Let the banks come back to

the people, let us have a people’s conmittee to run the banks. cn)

This spirit takes nationalization not to mean the transfer of ownership
of industry fromcapitalist shareholders to sone "new exploiting class"
who thereby re-begins the process of "capital accunulation", albeit in
ot her hands. Rather nationalization | eads straight on into
"socialization", which is the transfer of ownership of mgjor industry
"to the people" who can then "assign the neans of production to this or
that use, dispose of the objects of |abour and control the socia

process of accunulation..... have the power to direct the organisation
and direct the | abour process".(ug Wrker sharehol ders, now seen
as "an explicit attenpt to weaken unions" 6’0. , would becone part of

a broader system of denocratising industry. These aspirations are well
put by a British coalnmner in 1919:

In deciding what is to be the character of mnes adm nistration it
is necessary to renenber that worknen are nore than nachi nes, or
even 'hands’ as they are so often terns. Industrial unrest is a
qguestion about which everyone is concerned, yet there is a genera
| ack of appreciation of what is the real root of this unrest. In
the past worknen have thought that if they could secure higher
wages and better conditions they would be content. Enployers have
thought that if they granted these things the workers ought to be
content. \Wages and conditions have been inproved - but the

di scontent and the unrest have not disappeared, and nmany good
peopl e have come to the conclusion that working nmen are so
unreasonable that it is useless trying to satisfy them The fact
is that the unrest is deeper than can be reached by nerely pounds,

shillings and pence, necessary as they were. The root of the
matter is the straining of the spirit of man to be free. Once he
secures the freedomof the spirit he will, as a natural sequence,

secure a material welfare equal to what united brains and hand can
wing fromnother earth and her surroundi ng at nosphere. Any

adm ni stration of the m nes under nationalisation nmust not |eave
the mineworker in the position of a nere wage-earner, whose sole
energies are directed by the;wi Il of another. He nust have a share
in the managenent of the industry in which he is engaged, and
understand all about the purpose and destination of the product he
i s produci ng: he rmust know both the productive and commerci al side
of the industry. He nust feel that the industry is being run by
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himin order to produce coal for the use of the community, instead

of profit for the few people. He would thus feel the

responsibility that would test on himas a citizen, and direct his
energi es for the combn good.

This ideal cannot be reached all at once owing to the way in which
private ownership had deliberately kept the worker in ignorance
regardi ng the industry: but as that know edge, which has been

denied him grows, as it will do under nationalisation, he wll

take his rightful place as a man. Only then will |abour unrest,

which is the 'present hope of the world, disappear. The nere
granting of the 30 per cent and the shorter hours demanded will not
prevent unrest, neither will nationalisation with bureaucratic

admi ni stration, Just as we are making political denocracy

wor | d-wi de, so we nmust have industrial denocracy, in order that men
may be free.c"9

The argunment concl udes:

A correctly executed nationalization conpaign, ending in what Davies
calls Socialization, would effectively neet the denocratic aspirations
of the people held since the Congress of the People in 1955, to date:
it would carry through the process of denpcracy fromthe politica
sphere into the economc, and would thus be consistant with the will of
the peopl e.
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D) ARGUMENTS AGAI NST NATI ONALI ZATI ON

1) It will not be possible to pay full conpensation for nationalizing
industry. """, dd"t"-"""f"tt-"t-"

Two British economists in the late 1930's, N cholas Kal dor and John

Hi cks, proposed a "conpensation criterion: to be considered when any
nmaj or change in the econony is being considered. The criterian
demanded that those who woul d benefit fromthe change (the "gainers")
should be willing to pay those who would be hurt by the change (the

"l osers") nmore than the |losers should be willing to pay to retain the
status quo. Thus this "conpensation criterion" states that a change
woul d constitute an inprovenent in social welfare only if those who
benefit fromthe change conpensate those who woul d | ose by the change:
and still be left with some "net gain".

Fol | owi ng this reasoni ng, the Zambi an Governnent conpensated Angl o when
they purchased 51% of Angl o’ s Zanbi an copper nines, and the Zi mbabwean
Government pai d Nedbank for their share in Nedbank’s Rhobank

subsi diary. Conpensation is seen as a necessary condition for
nationalization. Nationalization wi thout conmpensation is seen as
theft.

But defenders of the status quo would give three reasons why
nationalization with full conpensation is not possible:
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Firstl | no governnent could afford to pay full co nsation to

naEi onali ze SK's i hausEry "EEEL"’ T"TT"

We will -consider the cost of nationalizing just the four main

congl orerates nmentioned in section C3, nanely the Anglo Anerican

Cor poration, SA Miutual, Sanlam and the Renbrandt Group Ltd.

Tabl e 14 shows a net asset value for the Anglo American G oup Hol dings
of R24076 million, and a net asset val ue of the bal ance of the hol dings
(held by other sharehol ders) of R42107 million. This gives a total net
asset value of all equity of companies controlled or associated to the
Angl o American Group of R66183 million

Al so on Table 14 are the cal cul ations of the narket val uation of the
Angl o American Group as at the 3l st March 1987, being R15773 million
whil e the unheld position of the equity is calculated at R27586
mllion, giving a total market value of all equity of comnpanies
associated with, or controlled by, the Anglo Goup as R43359 mllion. (")
The SA Mutual Life Insurance Corporation (Od Mitual) has a total asset
structure worth R27 billion.(u3

South African National Life Assurance Conmpany (SANLAM has a net asset
val ue of R9316 million.en9

The Renbrandt Group Linmited, the principle quoted hol di ng conpany of
the Renmbrandt trading and investnent interests, has a net worth of
R3608 mllion.e"5

This gives a possible range of figures for a conmpensati on payout as
follows (Table 15) of sonewhere between R58 billion and R106 billion

dependi ng on val uation enpl oyed. W will put these figures into
i perspective later.
Tabl e 15

Possi bl e Conpensation to be paid

for Anglo Anerican, Od Mitual, Sanlam and Renbrandt
1) At Net Asset Val ue

Group Hol di ngs 25 I ncludi ng Bal ance

of Equity

Angl o American Group R24076 m| R 66183 m |
O d Mutual 27000 mil 27000 mil

Sanl am 9316 mni| 9316 mi |

Renbrandt 3608 nmil 3608 nil

R64000 mi| R106062 mi |

At Market Val ue

Group Hol di ngs

Angl o American Group R15773 mi| R43359 m |
ad Mutual 27000 mil 27000 mil

Sanl am 9316 mi| 9316 mil

Renbrandt 6003 mil 6003 mil

R58092 mi| R85678 mi |
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But we nust consider a cheaper route to nationalizing these conpanies,
and assume that the state will purchase a controlling sharehol di ng
only, and not purchase the full equity. What would this cost?

Let us start fronm the bottom the Renmbrandt Group is a classica
pyram d (Table 16)(Mw th four conpani es quoted on the JSE, the upper
three of which, namely Renbrandt Controlling Investnments Linited,
Techni cal | nvestnent Corporation Ltd, and Technical and Industria

I nvestments Ltd, exist only to hold just over 50% of the shares of the
conpany below it. They appear to have no other assets. The top quoted
conpany. Technical and Industrail Investnments Ltd, is in turn held 51%
by the Renbrandt Trust, and the Rupert Family Trust (Pty) Ltd, both
unquot ed, and conprising the vehicle through which it is w dely assuned
the Rupert and Hertzog families effect control over the congl ormerates
bel ow them Thus Anton Rupert, holding only the equival ent of 8.6% of
the net worth of Rembrandt Goup Limted, in fact owns and controls the
entire Renbrandt enpire.

Thi s of course nmakes expropriation both sinple and conparatively

i nexpensive. A neasly R320 nmillion could purchase the top trusts, and
with it, quite legally and adequately, would go ownership, and control
of the entire group.

The O d Mutual and Sanl am are nore conplex. Both are nutual life
assurance conpani es, and as such have no "sharehol ding" in the JSE
sense. The O d Miutual is in fact "owned" by 1,3 nmillion Iife policy

hol ders, or nenbers, and about 2 nmillion pension subscribersxyg
Sanlamis "owned" by over 2 nillion policy holders.c9)

Pur chase of such organi sations woul d presumably be through purchase of
51% of each policy, and such purchase would add up to R18158 millionfsv
Control of the Anglo Anerican Group is innensly delicately structured
Table 17 (39) shows the breakdown of AAC sharehol di ngs. De Beers,
itself 34%held by Anglo (and thus controlled by Anglo, as the bal ance
of its shareholding is very widely spread), owns 38,1% of Anglo’s
shares (in) , held through nom nee conpani es. The next biggest

shar ehol di ng, the Oppenheinmer famly interests, represented nostly by
E. Oppenheinmer and Co (Pty) Ltd, own about 8.2% of the bal ance of the
equity. The next biggest shareholder is the Od Mitual, with 7,7%
Thus, through an ownership of only 8,2% of Anglo and nothing of De
Beers, the Qppenheinmer famly control both organisations. Only De
Beers own a bigger block of shares in Anglo than the Qppenhei mer
interests, but as it is controlled by Anglo through a cross
shar e- hol di ng, the Oppenheiner control is effected by a conbination of
a mnority sharehol ding, and two boards of totally |oyal and

synpat hetic directors.

To purchase control of such a conglonerate is both innensely expensive
and delicate. For the expropriation of the Oppenhei ner sharehol di ng:
unli ke the Rupert one di scussed above, will not give you control in the
face of hostility fromthe bal ance of the sharehol ders and directors.
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It is ny belief that only by purchasing over 50% of the equity of the
AAC, woul d a newcorer be assuned of control. Cppenhei ner has guarded
his interests with enornously nore subtlety than has Rupert. While
each own the equivalent of 8% of their organizations, the Qppenhei ner
ownership is constructed such as to be al nbst inpossible to expropriate
successfully as is. 5
Thus, to purchase control of the above organisations, | calculate would
cost, at a mninum
Renbrandt R 320 mi |
O d Mutual and Sanl am 18158 mi |
Angl o Anerican ' 12050 mi |
R 30528 mi |
and at a maxi mum R106062 ni|l (see previous)
Let us put such figures into perspective.
The total assets of the South African Banking Sector, including the
Reserve Bank, the forner National Finance Corporation, the Corporation
for Public Deposits, the discount houses, the Land Bank, the Conmercia
Banks (First National, Standard, etc), the merchant banks and ot her
general bankin institutions anmounted to R83I74 nillion at the end of
March 1987.cu This was not net of liabilities - it was tota
assets. At the sane date, the total assets of all Permanent Buil ding
Soci eties amounted to R28377 mllion. Qua
The entire South African Central Government Budget expenditure for 1987
is set at R46318 m|.(77) The larger of the figures set as a
conpensatory figure, nanmely R106062 nmillion, is alnmost equal to the
total assets of the entire banking sector plus the permanent buil ding
soci eties, or alnost equal to our entire central budget expenditure for
the three years of 1985/86, 86/87 and 87/88 conbi ned.
Pl ainly, a government who can only budget R781 nillion for housing in
1987/ 88 woul d be hard pressed to return to its taxpayers and ask for a
m ni mum of 39 tinmes that to expropriate industry.
The argument thus concludes - no government can afford to pay ful
conpensation to nationalize SA's industry.
Coul d the noney be borrowed, and a | oan serviced, for such a purchase?
Consi der the case of Anglo, again. At the mninum purchase price of
R ZOSO mi |, on a 20 year |oan at, say, 5% per annum repaynents woul d
anmount to nearly a billion a year. This is twice the ambunt Anglo paid
out as a dividend in its nost successful year ever, 1987.c"8 Suph a
figure would shatter Angle’s policy of capital expenditure and
i nvest nents, and woul d doubtl ess. should a few bad years foll ow
consecutively. destroy great chunks of its fabric.
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Secondl y, the opportunity cost of such a purchase is too high

Economi sts are keen to tell us that every expenditure has an
opportunity cost - that is the cost we nmust pay to forgo parchasing
other itens the noney could have been used for. If | spend RLO00 on a
hol i day, | must forgo my opportunity to buy a new TV set. That is the
opportunity cost of the purchase.

Any government coming to power and conmitted to the Freedom Charter
will not only be committed to considering nationalization of industry,
but also will find itself commttted to other clauses of the Freedom
Charter which include:

the redivision of |and;

the hel ping of the peasants with inplements, seed, tractors and

dans:

free, conpul sory, universal and equal education for all

the ending of adult illiteracy by neans of mass state education

pl ans:

the lowering of rent and prices, and the maki ng avail abl e of

pl entiful food:

a state-run preventative health schene;

free nmedical care and hospitalization for all

decent housing for all

the demolision of sluns, and the creation of new suburbs with

roads, transport, lighting, playing fields, creches and socia
centres:

state care for orphans, the aged, the disabled and the sick

Let us look at some of the costs involved in such prograns:

Housi ng:

The Urban Foundation estimates the need for an additional 2579825
housing units by the year 2000.(t5) The NBRI cal culates that, in

the six years 1980 - 85, the state financed an average of 24029
houses per year.(Mh At this rate a shortfall of about two million
houses shoul d exi st 'by the year 2000 - at the Urban Foundati ons
1985 estimate of the cost of the | owest possible housing unit, of

Rl 0,000 for each, to nake up this shortfall would cost, in 1985
rands, R20 billion.

Educati on:

In 1984/85, 6,7 times as nmuch nmoney was spent educating a white
child conmpared to an African child.(&") To equalize education

across the races, now, would thus require over R20 billion extra
each year.

And on it goes. South Africa had a total central governnent
expenditure of R33000 million in 1985/86, R37,500 million in 1986/ 87
and a proposed R46,318 nmillion for 1987/88. The burden of such socia
progrannes as outlined in the Freedom Charter easily and handily
overwhel ms these budgets. The _nationalization of industry can only be
bought at the opportunity cost of less of all of the above
expendi t ures.

The argurment concludes: the opportunity cost of nationalization with
conpensation is too high for a future government to bear
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Thirdly, to pay such conpensation mght just help create another power
se as unaccep a € as nopo y in us ry 13 now

Thi s argunent woul d go: Nationalization with conmpensation would result
i n ownership of industry changi ng hands - but what woul d happen to the
vast xe anpunt of noney now placed in the hands of yesterday’'s
capitalists?

Duncan I nnes has noted the irony that Zambia's purchase of 51% of the
Zambi an Angl o American Corporation, involving full conpensation to
Anglo in US dollars without any restriction on their repatriation
abroad, led to the creation by Anglo with there funds of the then

Ber muda based M nerals and Resources Corporation Ltd (M NORCO, which
dgring the 1970’ s assuned mgjor responsibility for the group’s

i nvestment programin Latin Anerica, Canada and the US, and b the
1980’ s had becone the largest single foreign investor in the US. (5%
This is just one exanple of business’s remarkable ability to re-form
and re-energe.

Thi s argunent goes on

Yesterday’'s capitalists nust be expected to invest their conpensation -
surely thereby building up anot her power base, as likely as not as
unacceptabl e as the | ast one? What happens then? Further
nationalization with conpensation? And the nation accepting bonds on
itself in an infinite regress?

We have considered three argunents why nationalization with
conpensation will not work:

firstly, the amounts of nopney involved are too great;

secondly, the opportunity costs of other expenditure foregone is

i kewi se/too great: and

thirdly, the future governnent will in all probability just be
landing itself back in the same position, five years later.

Thus it is concluded that nationalization with conpensation wll not
wor k.

VWhat then of nationalization wi thout conpensation? Surely this is the
answer ?
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2) Nationalization wi thout conpensation could well destroy the economny
Def enders of the status quo would give three reasons why
national i zation w thout conpensation could well destroy the econony.
Firstly. nationalization w thout conpensation could destroy the stock
mar Eet, the short and long terminsurance industry: the unit trust

i ndustry, pen510n funds and p0531Bly even t he SSnEE

Thi s argunent woul d run

Nati onal i zati on w t hout conpensati on can someti nes have

devast ati ng, and unexpected, consequences. For exanple, the

Frelinp governnent felt that the nationalization of all rented
property would help to bring a powerful asset base to their
government, and would help to solve the housing crisis and to | ower
rents. But after nationalizing this property they found that the
entire banking sector had coll apsed, because it relied not only on
rents on its properties and investnent, but on nortgages and
securities held on clients properties. (W

It is afair prediciton that, if governnent places a nil value on
shares in Anglo American by confiscating themw thout conpensation
the stock market may well take this to be the real value of the

shares, and wheel barrows will be needed to pick up unwanted scrip
on the pavenents of Diagonal Street. To substantiate this - the
JSE overall index has dropped 25%in the two weeks between the 16th
and the 30th of COctober 1987 - ie, on average every share on the

JSE is now worth 25% 1 ess than two weeks ago - and there is no

evi dence what soever that any major corporation is to make
significantly less profit, or will cut its dividend. If anything,
the opposite is the case. But Stock Exchanges turn on confidence,
and strange issues affect that.

Nati onal i zati on w t hout conpensation could readily precipitate a
collapse in the JSE that could cause tenporary, or even pernanent,
closure. What follows fromthis?

Firstly. the follow ng industries have the foll ow ng percentages of
their assets held in shares of JSE |isted conpani es: Table 18(5cD
Tabl e 18 % of Assets

""" in JSE shares

Long term (Life) Insurance Conpanies 41%

Short term (Property, vehicle, business)

| nsurance Compani es 19%

Private Sel f Adm nistered Pension Funds 24%

Oficial (Governnent) Pension Funds 0%

Unit Trusts 93%

General Banks 1%

Such a situation woul d see ithe i medi ate destruction of the unit
trust industry; the halving in value of all life insurance
policies overnight, with the resultant damage to this industry and
its massive investnent potential: and the ironic tw st that al

the peopl e who have fought apartheid and held a private pension
woul d see it drop in value by at least a quarter, while policenen.
sol di ers and devel opnment board officials would pick up undanmaged
pensi ons! 27



