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Preparations finalised

“for crucial planning talks

JOINT government and ANG sub

committees met yesterday in an attempt -
to resolve outstanding problems on constl- tary colleagues and 8iX other AVU mem-
ach bers, including former SADF head Gen

tutional matters and
P Constand Viljoen.

to bringing all armed formations under .
A government source said vesterday the

joint control”.
The committees are under pressure to heads of most parties’ negotiations teams
ment before this aftermoon

due to participate at the planning confer-
ence had made progress yesteraay ip final-
{sing the arrangements for Friday and
Saturday. No further meetings Wwere




GABORONE. — The
cchism between the
South African Govern-
ment and the Pan Afn-
canist Congress widen-
ed dramatically last
night when the PAC
refused unilaterally 10
and its armed struggle.

Al the same hme, the
government said it would

not support any move by
the PAC 10 attend & mul-
li-party conference once a

date had beecn 561 by the

multi-party planning con-
fcrence on Friday and
Saturday.

The PAC said, howev-
cr, that while it would as-
sess the question of at-
tending 3 future mult-
party forum, it would at-
tend the planning conter-
ence regardiess of the
government and National
Party’s feclings.

At the end of a day of
tormal discussions, the
head of the government
delegation, Law and Or-

der
Kricl, said all parties,
with the exceprion of the.
PAC. had laid down their

weapons and agreed 10 A
multi-party conference.
wWwe firmly believe the
PAC has an imporrant
role to play nthe political
restructuring  of South
Africa. We have gonc oul
of our way to bring them
ta the negotiation table,”

he said.

FROM PAGE 1

Mr Kriel said the gov-
ernment delegation had
proposed 2 three-phased
approach (0 end the
PAC's armed struggic.

This was an immediate
moratorium declared Dy
the Azanian Pcople’s Lib-
aration Army, the mora-
torium to be reviewed by
the PAC's national con-
gress, and then priority
discussions on the future
of all armed forces within
the country at 2 mult-
party forum.

“The PAC/APLA del-
egation was not prepared
to accept this,” said Mr
Knel.

But he felt there was a
ray of hope¢ as the PAC
had promised to submut
the proposal to its Nat-
ional Executive Council
for consideration.

In response (0 3 ques-
tion. Mr Kriel said his
government did not fear
APLA.

The PAC could nol
join the negotiating pro-
cess, which was on 1s way

despite attacks on civi-
lians by APLA.

Govt talks wi

At a later Press confer-
ence, the PAC's Mr Wil-
lie Seriti, said the organi-
sation would attend the
planning conference O
Friday and Saturday.

He added: “The major-
ity of the people of this
country have the right to
be represcnted at some-
thing that could lead to a
Constituent Assembly”.

Another PAC member,
Mr Gora Ebrahim, said
the organisation had full
control over APLA —
hence the presence of
three APLA command-
ers. chief. political com-
missar Romero Damiels,
and two commanders who

used  aliases, Wille
Brown and Raymond
Martin.

“The PAC pledges 1O
enter into a3 mutual cessa-
tion of hostilities, But we
told the regime that we
have no mandate (0 de-
clare 3 moratorium here
at this meeting. We will
consult on the issuc with
our NEC, but the regime
did not want us to consuit

our respective organs:
“We state categorically

¥

that the PAC has ncver
eaid jt would suspend the
armed struggle and then
allow its members to star
killing people like other
organisations.”

Asked about APLA's
military plans, Mr Ebra-
him said: “The quesuon
of aceelerating or deceler-
ating the armed struggle
by APLA depends on the
simation, but we want 10
emphasise that we Wwant
an end to all violence, In-
cluding State-sponsored
violence through units
such as Koevoet, 31 Bat-
talion and 32 Battalion,
the Sclous- Scouts from
the former Rhodesia and
the Askaris (turned MK
cadres).”

He envisaged the PAC
National Executive Coun-
¢l meeting before the end
of March to discuss the
government’s proposals.

At the Press confer-
ence, the PAC refused to
have the three APLA
commanders on the podi-
um, saying Questions
should be fielded through
the political leadership.

No formal channel of

communications was et

up between the (wo par

ties. but both sides said

they were free t0 call each
other as the political need
arosec.

It is understood the
PAC position will be con-
veyed to thc Cabinet 10
day for a formal response
from State President De
Klerk.

Mr Kriel was accompa-
aied by Deputy Constitu-
Affairs Minister
Fanus Schoeman, Deputy”
Justice Minister Danie
Schutte, the Police Com-
missioner, Gen Johan van
der Merwe, and Gen Jan
Erasmus, from South
African Defence Force
headquarters in Pretona. .

Apart from Mr Sent
and Mr Ebrahim, the

" PAC delegation included

political affairs secretary
Jaki Seroke, national or-
! Maxwell Ne-
madzhivanani, secretary
for Transport Economics
Mark Shinpers, secretary
for local government,
Molefe Litcko, and pub-
licity secrctary and for-
mer Londop barmister.
Barney Desai. — Sapa.
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- look at ‘Afrikaner states’ ' .

Govt, Volksunie

v e SR

CAPE TOWN — The
Afrikaner VolksuDnie
(AVU) and the Govern-
ment had established a
mechanism to examine
the possibility of Afri-
kaner states in a federal
South Africa, Constitu-
tional Development Min-

ister Roelf Meyer said

yesterday.

In a statement issued
after talks with the AVU,
which broke away irom
the Conservative Party
last year, Meyer said a
committee would inquire
into the common ground
hetween the AV and
the Government oD the
autopomy and borders of

the regions.

The committee would
further study the AVU's
proposal on bow such a
state or states could ac-
commodate Afrikaner
homogeneity.

He said while there
had been agreement on
the principle of strong
aytopomous reglons, the
two parties had differed

on the practical applica-
tion of this principle.
Meyer said the AVU
had proposed regional
governments of which
two would have Afri-
kaner majorities — an
Afrikaner state in Trans-
vaal with Pretoria as Iis
core and another in part

of the Cape. — Sapa-
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Fit-looking Mandela

A fit-looking Nelson Mandela
interrupted the rest prescribed
by his doctors for two hours of
cordial talks yesterday with
Afrikaner separatist leader
Professor Carel Boshoff.

Careful not to allenate the
Right days before this week-
end's multiparty planning con-
ference, he said the ANC was
“sympathetic’’ to Boshoff's
dream of self-determination.

‘Boshoff has proposed an Afri-
kaper state in the north-westermn
Cape.

“We hope that. whatever hap-
pens in multiparty talks, those
who are demanding self-deter-
mination for __;.heir group will

speaks to rightwinger

show the same patience that we
in our own struggle have shown
throughout,” Mandela said.

He questioued the compatibil-
ity of a race-based state with
the religious ideals Boshoff's
followers hold dear, and noted
that Afrikaners had never cla-
moured for their own homeland
under white-ruled South Africa.

Boshoff called yesterday's
talks fruitful and said both sides
had agreed to set up a bilateral
committee to further the talks.

The ultra rightwing Afri-
kaner Vryheidstigting is consid-
ering whether it should attend
Friday's multiparty planning
conference. — Sapa-AFF.
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up to lift all sancioﬁs

NATROBI — The ANC and sympathetic

interpaticnal pressure groups have pre-
pared co-ordinated plans to lift remaining
sanctions on SA once a date for nonracial
elections bas been announced, ANC
ecopomic planning chief Trevor Manuel
said yesterday.

Manuel told an investment conference
the ANC was confident that the point of
irreversibility in SA’S transformation to0
democracy was in sight

“Sq confident are we that the prospecis
for transformation are reai that the ANC
hag already communicated to its vast net-
work of international solidarity organisa-
tions that the remaining flnancial sanc-
tions should be lifted as soon a5 an election
date is anpounced.

“f+ is also anticipated that the ANC,
supported by the interpational anfti-
a eid movement, will be pro-actively
engaged in securing the lifting of these
sanctions,’ Manuel said.

He placed strong emphasis on the tight-
eping of competition policy {n SA, saying
ope of the SA economy's structural defi-
ciencies was “the phenomenal strangle-
hold" conglomearates had on the economy.

The conglomerates’ position excluded
the indigenous population from the eco-
nomic mainstream and created an invest-
ment climate that was hostile towards
foreign investors, he said. “It 13 neCesSSary
thus to enhance overall economic pertorm-
ance through the introduction of a
competition policy that is likely to unbun-

dle the conglomerate..

Black entrepreneurs had been relegated
to the fringes of the economy by upa.theid,
and SA business had to be deracialised if it
was to be sustained. “The development of a
black manageri=l ¢lass is one of the funda~
mental elemeats of an affirmative action
programme to be undertaken in the con-
text of justice and the utilisation of human
resources on a wider scale than before.”

Trends in the world economy made It
essential for countries outside the major
trading bloes of the advanced industnal
economies to forgo greater co-operation. A
democratic SA would therefore be com-
pelled to promote economic co-0” ‘a{i00
in soathern Africa. It was likely that 2
democratic SA would seek membership of
the African Development Bank in pursut
of such a pan-African commitment and to
forgo greater economic LnKages across
the continent.

Expectations that SA would become
either a regional benefactor or a locomo-
tive of growth for southern Africa were
unrealistic, Manuel sald. A strategy to ad-
dress regional imbalances should instead
grant other countries greater access to the
domestic SA market and thus bring about a
more equitable pattern of visible trade.

Regional solutions would also have to be
found to problems arising from the historic

distortions to transport flows and from
labour mmigration.

Uganda ready to import SA

NAIROBI — Beer is set to follow matches
as a trail-blazing SA export to Uganda, but
only after the ANC approves the lifting of
sapchions.

A major Ugandag trading house das cut
a deal with SA Breweries to import SAB'S
Castle, Lion and Ohlssons brands, but is
waiting for the ANC’s offlcial go-ahead for
lifting of commercial and financlal sanc-
tioms on SA

The ANC has said it will officially ap-
prave the abolition of sanctions only once a

date for the nonracial general election is
set.

matches into Uganda from Lion Match In
Durban. The matches are. bowever, re-
packaged and sold as Zebra Matches and
are gaining market share from inferior
quality Chinese-made matches.

Bat MoM executive director Ezra Bun-
vemyezi, returning to Uganda after a busi-
ness trip throngh SA, said there was a big
Ugandan market for SA beer, which had
substantial quality, price and delivery
time advantages over other beer imported
into Uganda.

Uganda, a frm upholder under presi-
dent Yoweri Museveni of commercial
sanctions against SA, has long shunned SA-
made consumner goods. MoM's beer abg
ment, when it takes place, will mark e
debut of SA beer on the Ugandan market

milan ALl g el Al RBOULDETL

m o P

beer on go-ahead by ANC

Africa are not always available for export,
and anyway cannot match the quality of
SA beer” said Bunyenyezi “Europead
beers have the quality, but cannot mateh
SA beer’s price and delivery times.”
Bunyenyezi said SA beer's greatest at-
traction was its per-can cost landed at
Kampala, which was identical to the cost
of Dutch-made Carlsberg or Amstel in Hol-

land before shipment to Uganda.

“It is pot a difficult choice.” said Bun- <

yenyez, “when SA beer costs me the same
after freighting and delivery at Kampala
as Dutch beer does sitting on the docks at

Imported beer in Uganda would there-
fore undercut the prices of existing um-
ported brands and would challenge local
brands Nlle Beer — brewed from water
drawn at the source of the Nile — and Bell
Beer on quality.

Bunyenvezi said his injtial consignment
would consist of two containers, each car-
rying 2 160 12-can cartons, shipped to the

Kenyan port of Mombasa for trans-ship-

ment to Kampala.

“I helieye SA beer will go down very
well in Uganda. All I am waiting for is the
go-ahead from the ANC. Our letters of
credit are ready and standing by,” he said.

He sald future trading plans included

importing SA-made batteries and Wind-
hoek Lager from Namibia.
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self-det

the demand for self-de- .
termination for Amka-

MR NELSON Man-
dela, ANC president,
held lengthy talks
yesterday with Pro-
fessor Carel BoshofT,
leader of the Afrika-
ner Freedom Foun-
dation and said after-
wards he had sympa-
thy for White self-de-

termination.
“We concentrated on

180:32PM ANC DIA @11 5507Vl

ners.” Mr Mandela told
reporters after two hou-
rs of talks with Profes-
saor Boshoff.

“We pointed out that
we are sympathetic 10
this demand,” Mr Man-
dela said. adding that
his Afncan National
Congress wanted 10
reassure Whites that
one-man-one-vote did
not mean Black domi-
nation.

Prof Boshoff's group
has  established i
Whites-only settlement
at Qrania, an aban-
doned construction
town on the Qrange
River in the northem
Cape.

He sees the town as
the nucleus of an inde-
pendent Afrnikaner state
stretching west to the
Atlantic ¢oast, its econ-
omy based on agricul-
ture. minerals and dia-
monds.

Prof Boshoff said his
talks with Mr Mandela
had not gone into de-
tails like the possible
boundaries of a White
state, but he cxpected
further discussions with
the ANC.

“We want to take

I, part in negotiauons on
' the future of South Afn-

ca and we want to put

our proposal for seif-de-
termination forward as
'a peaceful way of solv-
ing the country’s prob-
lems,” Prof Boshoft
said.

““The whole history of
the Afrikaner is a his-
tory of striving for free-
dom. Therefore, we ap-

preciate the freedom
struggles of  other
peoples.”

Mr Mandela said he
had told Prof Boshoif
that the ANC had
backed non-violent
change for the first 40
years of its existence un-
tii the government had
forced it to take up the
armed struggle.

“We hope that what-
ever happens at mult-
lateral negotiations,
those who demand self-
determination will show .
the same patience that
we did,” Mr Mandela

said.

He questioned the
compatibility of a race-
based state with the re-
ligious ideals Prof Bo-
hoff’s followers hold
dear, and noted that the
Afrikaners had never
clamoured for their own |
homeland upnder White- |
ruled South Afnca.

A member of Prof
Boshoff's  delegation

Mandela sympathy for
ermination

saild the talks were
about the possibility
that an area of a future
federal South Afrnca
counld become the Afm-
kaner homeland as an
interim  solution 10
cventual secession.

Prof Boshoff said the
Afrikaner people's fight
against the British em-
pire had always been 2
quest for a homeland.

He called vesterday's
talks “fruitful”, and said
both sides had agreed o
set up a bilateral com-
mittee to further the dis-
cussions. — Sapa-Reut-
er-AFP.




Right, Left and centre

‘will all have their say

| By Peter Fabricius
and Esther Waugh

The full political main-
gtream will be repre-
sented in negotiations
for the first time when
more than 20 parties
and administrations ait
down together at the
World Trade Centre
near Kempton Park on
Friday to plan for the
future

All the main partles —
including, for the first
time, the Conservative
Party on the Right and
the Pan- Africanist Con-
gress on the Left — are
due to attend the multi-
party plaoning conter-
ence.

Its aim is to review
agreements made to date
and to plan the resump-
| tion of full-scale, multi-
party, Codesa-style nego-
tlations.

One top negotiator said
the purpose of the confer-
ence was to form a bridge
between past bilateral
and future multilateral
pegotations.
| ringing auch a wide
range of views together
| is bound to be & delicate

operation and fireworks

have not been ruled out.
Other participants

were still not sure last

night whether the Inkatha

Freedom Party might not

spring a surprise by de-

manding the conierence
make a binding decision

that the future South Afri-
¢a become a federation.

However, IFP and
other sources close (o
them said they did not
think this would become
a make-or-bregk issue At
this stage.

They said this confer-
ence was mainly the
brainchild of the IFP,
which wanted it to review
ANC-Government
"deals”, Thus the IFP
would like it to succeed.

It appeared that other
parties had accormmodat.
ed the [FP's concerns (0
an extent by agreeing to
include an agenda item
on whether negotiations
c?luld take place region-
ally.

Panel

Arguments were atill
contlnuing yesterday
ahout who should serve
on the multiparty panel
to chair the copference.

There was provisional
agreement that the Gov-
ernment, ANC, IFP,
Democratic Party, Afri-
kaner Volksunie, Qwa-
Qwa government and
Transkei government
should be represented.

A panel dl'aijalﬂ té:m
these groups met
Town yesterday to mn.E:
final arrangements for
the conference

However the conserva-
tive Copncerned South
African Group (Cosag)
was still arguing that Bo-
puthutswana Government

minister Rowan Cronje
should be appointed to the
chairing panel to repre-
sent their interests.

This problem was not
ug}éercted to cauletha
major u nor was the
Jufrival of Kwa-
Zulu government and
PAC delegations at the
conference - even though
this had not been agreed
to by all parties.

The ANC has not ap-
proved the KwaZulu gove
erpnment as such being
there and the Govern-
ment is still officially ob-
gerving a ban on contact
with the PAC until it dis-
tances itself from violent
y its armed wing

arty.

“Both will probably
just pitch up and no one
will chase them away, a
negotiation source said.

The source added that
first prize at the confer-
ence would be agreement
on a date for full multi-
party talks.

But it would be enough
if the process of arrang-
ing the conference was
just kept on track.

Parties will be repre-
sented by flve-perscn del-
egation headed by their
chief negotiators rather
than their leaders,

Apart from the PAC,
CP and KwaZulu govern-
ment, the other principal
pewcomer to negotiations
will be the Afrikaner
Volksunie (AVU) which
split from the CP last
year.

Ot 312195
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Teachers prepare for
1 nationwide strike

TEACHERS in black schools were gearing
up for a nationwide strike in protest
against their 5% salary increase and the
poor conditions 10 schools, the SA Demo-
eratic Teachers’ Union (Sadtu) announced

yesterday.

Sadtu secretary-general Randall van den
Heever told a media briefing his union had
requested a meeting with President F W de
Klerk before March 12 to present its demands.
In the meantime, a strike ballot was being held
in all the regions to prepare for mass action
should the demands be rejected.

The union clalms 75% of black teachers earn
less than a “living wage” and i demanding
calaries be raised to an acceptable level and a

957 across-the-board wncrease.
Other {tems on the agenda are government's

unilateral restructuring of education and
rationalisation, he sald.

Van den Heever could not say how long the
proposed strike would last, but stressed that
the union would “do its utmost” to ensure it was
a unified protest and that it had the support of
a1l teachers countrywide. The actions being
considered included ‘‘go slows', pickets,

marches and an all-out strike,
The protest Was aimed at improving condi-

11008 in black schools, he said, and therefore did
pot contradict the union’s avowed commitment
to restoring order to schools,

He sald the problems and disruptions in 80~
weto — triggered by the alleged retrenchument
of 30 temporary teachers — WerIe merely a
microcosm of the education crisis facing the
country. “Teachers in the Housed of Represen-

tatives and Delegates are being retrenched in

KATHRYN STRACHAN

Van den Heever said the uniop and teachers’
protests were belng used as a scapegoat by the
Department of Educauol and Training (DET)
for the problems in education. He depied that
teacher "'chalkdowns” |ast year had contribut-
ed to the disastrous black matne results, On the
contrary. there had been an \mprovement oD
the previous years figures which was due to
reacher's dedication, be sald.

The union had aiso called for an urgent meet-
ing with Education and Training Minister Sam
de Beer, and discussions with the DET over the
¢ate of the “retrenched” teachers, who were in
the third day of their hunger strike, continued
vesterday.

Soweto schools were disrupted again yester
day as teachers demonstrated outside the D
Johannesburg regional offices to demand their

at the DET offices. They were sch

appear in court jast night.

1.t-Col Dave Bruce said the Sadtu members
were detained on charges of trupulmNu.
= A delegation from six regions of the Nerwe-
glan Teachers’ Unloa is in BA as guestsy of

Sadtu.
Delegation leader Annell Askola said in Jo-

hafnesburg yesterday the delegation would

visit Sadtu’s structures throu ghout the country,
“We wish to galn first-hand \nformation on

the problems facing Sadtu geperally. Visitatoa
number of schools are also ipcluded in the

tinerary,” Askola said.
The delegation will also visit Lebowa, Venda, 7/7/'/4 5
Gazankulu, KaNgwane, Clakel and KwaZulu. 5

their thousands around the country,” he said

Teachers

By Phil Molefe

Police yesterday arrested 20
Soweto teachers who had

hunger strike at the Johan- _
~ Zola and Emdeni areas. tem
“if.tb,',’l‘;‘nt"ﬁfficéﬁu‘éﬁﬂg E:d Thousands of educators empqpyment had expired,”
aining stayed away from work this  hesaid.
: week and schools in the The Inkatha Freedom
were deserted larty (IFP) yesterday con-

A poliae gt S0 temeably s, 10
: again yesterday. any
made after the DET had laid p&pilﬂ wzre sent ho’t’pe early.  ruption of classes.

charges of trespassing. ation of
Last night a delegaltlon 7 .qqq¢inued disruptions of

The arrested teachers
toyi-toyied to shouts of.

«amandla” from colleagues the impasse.
331*:“? “’efl,‘"“lj. ‘0 at':daiglanrg South African Democrat-

olice van. rolice - ' n general- :
jer given the teﬁ;:hers“cflive ﬁ;:f:?;r;aggﬁl_san den de-:,‘ac oltn deprivation anc}
minutes to leave the building - ] condemning a generation O
Heever gaid the unioh ¥ - black pupils to 2 lifetime of

or be forcibly removed.

Said a group member: ré-employment of the dis-
S he res- Musery.

“The sit-in is now moving to

John Vorster and we will
continue with the huanger

arrest'ed after sit-1n

gtrike until our demands | .
Malebane rejected claims

rier have been met."”
% Soweto schools have been that teachers had been re-

hit by work stop

teachers protesting a ainst
; - £ abe served with letters which

: 8. the retrenchment of about 30
nagec s week-loag =t iy teachers in the Jabulani, = stated that

& ation of the regional DET
deputy director, Norman e:tend' boycott — Page b

Malebane.

pages by trenched.
“Teachers had only been

their terms of
orary or contractual

demned the continued dis-

It said in a statement.
ffi-
g classes as a weapon to effect

demands was a form of edu-
catiopal genocide, leading

black education down a cul-

ecpnomic emasculation and

® Vistp students yow 10




— Ths Budget coud

well go down as the most unpopular in
living memory, Finance special advis- compeasate, government would cousider
er Japie Jacobs said yesterday. public works and job-creatizg prO-
Hintlog strongly of the wmevitahllity of grammes in Circumstances wiere &% early
tay increases, he said the eifect of the  oODOIIC turnaround was not likely.
Budget would be deflationaey, TUSTPIST"  Warld e aeat about the o, 100
He told Sanlam financial advisers it was they felt confident about the economy 5
, long as fundamental problems were ad-

Figance Minister Derek Keys would be I oconomic package. be sald incresss {ax-
: es was unpopular but necessary to put the
Budget on the proper basis.

Jacobs said pension fund taxation would
not be touched on in the Budget, but be
would not comment on speculation regard-
ing a tax on dividends, on state pension
funds or on a further decrease in market-

He said the long-term economic model,
due for release next week, assumed ap
average annual economic growth rate of
86% over the pest five years reaching
45% by 1997 It was hoped by 1997 to
of about 9% of G dis- ahsorb the annual locreass ig the labour
saving (currently 7% of GDP). force of atout 400 000, :

Cieneral savings would have to increase

“The impact of the Budget capnot be
tory. It will reduce dissaving but the 17% of GDP to 28% — L:myéng ;

am the ecopomy will be of ning percentage
; - equal to about R25ba. A
increase fixzed investment to 2%

(7% investment by the state and 16% by
the private sector).
® Boe Pagea 3 and 10




By Mzimkulu Malunga

ENSION 1S MOUNTING AS Fi-’
nance Minister Derek Keys
prepares for his Budget on
March.17.

During a budget summit
held in Johannesburg this
wes=k_ political organisauons ranging from
the ANC. PAC. small business groups, the
trade nnion movement as wellasa number
of non-Governmental organisations.
ynammously decided to reject the forth-
corning Budget.

The centre of Lhe dispute is the Govem-
ment’s attempl o mobilise public opinion
‘o raise taxes partcularly the unpopular
Value-Added Tax.

Widening the gap between the view-
pointof the Governmentand organisations
like the VAT Co-ordinating Commitiee
(VCC), is the massive mismanagement of
public funds by lhc Pretoria administra-
uon. :

Rumour denled

There is a rumour that a number of organi-
sations. including the VCC, which opposed
the implementation of VAT in 1991, had
accepted the Government's propesal (o
increase VAT to about 13 percent during
the current Budget.

But in the light of revelations of wide-
spread Government corruption, wherc
ministers are paid millions from |axpayers’
. money (o stay in their homes, these groups
felt there was no justification for tax hikes.

Cosatu's representative, Neil Coleman,
told Soweran that at no point had the vCC
agreed to an increase in the rate at which
~ VAT is levied.

Evenduring previous contact with Keys,

T ppreiovsconacrit Key,_s o for 3 o eonicion P

_’ o -
vttt 1 e

e VCC reilerated its oppositon 1o any
formoftax hikes.'Wemadeitclcarto keys
that any tax increases would be unaccept-
able,” says Coleman.

The Governmenl' corrupuon scandals
have not only sparked anger among those
who attended the Budget summil yesierday
but (he business community as well.

L ast week the influential South Alrncan
Chamber of Business (Sacob) expressed i
concemn about Lhe revelations and called for
vigorous action 10 resiore public confi-

dence in the Government 8nd how their
money 1$ spent.

Of its business conflidence index for
January. Sacob voiced ils anguish over the
skyrocketing Government debt, which is
expecied lo increase o around R30 billion
during the 1993 Budgel.

There are intemal consultations of the
VCC on the types of aclion (0 be taken
“arpund Budget day".

The arganisation says basic foodstufls as
well as water, elecricity, medicine and
medical services have tobe exempted [rom
VAT allogether,

Small business people should be assisted
to cope with the effects VAT has on their
enterprises, argues the VCC. g

Intensification of a properly structured

poverty relie{ programme in the form ol
feeding schemes 18 needed as a mater of

urgency. The VCC willmeet Health Minis-
\er Rina Venter on March 29 (o discuss the
1ssue.

The VCC says there isaneed (0 establish
2 fund for a major reconsuruction pro-

gramme, which would not only {ocus on
relief projects but on job creation as well.

“We do not believe the current Govemn-
ment has the political will (o implement
this programme bul we say it has the
public's money, (herefore they have o
estblish such a fund,” he says. |

The administration of such a fund .
should be jointly handled by b 3

Jsall as the National Eco-

nomic Forum, the Drought Relief Forum
and the National Housing Forum

Equalisation of State pensions mustalso
be placed high on the agenda.
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Sacob cautions
on tax 1ncreascs

CAPE TOWN — Tax increases in
the Budget should be avoided or
kept t0 a minimum in the light of
the precarious state of the eco-
nomy, Sacob director-general
Raymond Parsons said at a news

 tax burden should not increase and
| urged government to accept that the
best way to address the Budget defi-
cit was through economic growth.

Parsons argued that an increase in
the VAT rate and in other direct and
indirect tazes at a time Wwhen the
econoOmy wWas contracting was likely
to heighten the seventy of the reces-
sion. Sacob believed a VAT lacrease
would place more pressure on dispos-
able incomes and have inflationary
consequences.

While Sacob estimated an InCrease
' in VAT rate to 13% would raise an
additional R3,5bn and InCreases in
fuel and other indirect LaXe3 could
add about Rlbp, increased taxed
would reduce’ ¢ollections in other
areas.

Parsons said one of the major tasks
of the upcoming Budget was to guard
against “overkill” as wrong decisions
could easily push the precarious eco-
pomy further into recession.

Finance Minister Derek Keys was
faced with a difficult balancing act.

“On the one hand he needs to give
attention to the structural \asues, and
on the other he Is faced with demands
for additional government consump-
tion expenditure set against a parrow
tax base that has little, if anytiung, to

LINDA ENSOR

give.”

Parsons believed government had
little option but to try o reduce its
spending in real terms further, and
might bave to accept a defieit higher
than 6% if it was unable to do 50.

To achieve a deficit before borrow-
ing of 6% of GDP — assuming there
were no tax increases, GDP grew 1%,
an average \nflation rate af 9.5% and
ahout REbN in additional tax revenué
— government expenditure would
have to be cut by 9,4% in real terms.
This appeared unlikely.

The two other options proposed

were for no tax increases and a 3%
real cut in government spendinDg
which would bring the deflcit down to
7,8% of GDP or for RSbn in additional

tax and a 3% cut in real spending 1o
which case the deficit would fall to
65% of GDP.

The worst combination would be
higher direct and indirect taxes and a
cut in government spending.

Parsons sald the business com-
munity would judge the Budget on
the basis of two criteria, namely the
extent to which it helped rebuild busi-
ness and consumer confidence and
the extent to which it recognised pre-
sent realitles but also provided a
clear indication of the direction to be
pursued in future.

Parsons stressed of equal impor-
tance to the Budget were political
developments and he urged that
whan multiparty political negotia-
tions resumed, they should include an
economic dimension,

Business wants more political clout

CAPE TOWN — Organised business,
increasingly uneasy about whether
government adequately represents
its interesis in negotiations, has made
a hid for a more direct role In the
political process.

Qacob director-general Raymond
Parsons said yesterday although Rus
organisation accepted that political
groups should be the principal parties
at negotiations, a method for other
bodies to make contributions ought to
be structured into the process.

He said a possible way to achieve
this would be to have hearings on
topics discussed by the new negotiat-
ing forum and for the forum to call
for contributions by interest groups.

Sacob was particularly interested
\n what flscal constraints sbould be
written inoto a constitution and the
role regional government could play
in imposing fiscal discipline.

Sacob would also favour the

strengthening of the powers of the .

auditor-general.

Organised business Is understood
to be concerned about the influence
Cosatu has on the negotiations pro-
cess through ANC “surrogates’.

There was concern business inter-
ests were not adequately represenited
by government's delegation, whose
understanding of economicC 1ssues
business believed to be inadequate.
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OTHING focuses the mind
so much as the knowledge
that you'll be ed in the
: morning. With thal com-
ment, Finance Minister Derek
Keys has made it clear the Bud-
get will draw criticasm from all
quarters. But Keys might escape
a lynching if he manages to
structure tax increases bnagina-

tively.
It takes a

bhrave man to annoince

lax increases (o a hostile public. A
seemingly interminable ta ol cor-
ruption and an already high level of
taxes bave cansed business and la-

hour (0 unite in sLrong opposition 10

plans lo raise more revenue.

The maio focus ol criticism from
business quarters has been the fear
that higher tazes will kmock econom-
lc growth. Bot growth is not the nnlc{
ohrc:tive Keys has to bear in min
the labour movement keeps remind-
{ng him of the importance of an equl-
table dlstribution of Lhe (ax burden.
There is often a Lrade-off between
equity and efficleacy, between 8O-
anmic justice and long-term growlih

L a3 structare which promotes an
efflcient allocation of ressurces is
not necessarily jusi. And in the SA
context the often conflicting aims of
equily and efficlency peed io he
weighed carefully.

Onhodu: econcrnlc wisdom holds
\hat indirect taxes are more elli-

clent. However, an indirect tax such
as VAT bhils lower inoome grou

hardest and favours efficlency at the
espense of equity. In SA, with its
skewed income distribation, such an

what Is pol ye
structure of (he tax. An IMF mission

to SA pul pressure on to kee
the lax “pure” because il fits in wit
the fund's concept of economic effi-
ciency. The 'S
the poverty safety net should be im-

proved to to povert
direct assislance, rather tban

tamper with fbe VAT sysiem. How-
ever, evens governmept ackoowl-
edges that lhe poverty safety pet has
been an utler [ailure.

of an
such as VAT It will al leasl have (0o

gero-rate basic
still a strong

If government is to soflen lhe blow
increase in a regressive tax

foodstuffs. There is

bility that ithe rate
will be raised 10 13% wilh zero-rat-
Ing of foodstulfs, in spite of signs that
129, without zero-rating was more
likely. Hopefully, Keys wiil be strong
enough to wilbstand pressure from
ihe . whose insistence on ignor-
Ing political confilcl and tresting
economics as 3 “pure science” bas
led Lo trouble in many parls of the

developlog world.
Higher customs and excise duties

sre also expected in tbe Budget,
these will ulso hit poorer seclions of
the communily harder. Keys will be
able to sell an increase in the VAT
rate apd in “sin' Lazes far more easi-
ly if he can demoonstrale thal the rich
will carr? a subslantial part of lhe
burden of increased taxes.

There is intense speculation thal
top income earners face a higher
marginal tax rate — ao increase
from 43% to 44%. While this would

no obligation to deliver ol Du Ples-
sis’ promises. Rellet Irom fiscal drag
for low income earmers is a 5LNong
bility too. This is also the group

ai will complain the most about 3

higher YAT rate. :
Government is expected to raise
eslale duties and close Joopholes as a

nrecursor o introducing a capital
iransfer tax. Although little revenue
would be raised, the move is a sym-
holic slep towards an enanitable dis-
tribution of the tax burden.

There has also been speculation
that top income earpers might be

taxed on a portion of their curzent
pension con ibutions. Talk is that it
would be a symbolic MOVE rather
lhan 3 revenue-raising exercise. Fol-
lowing Lhe [urore caused by Lhe Ja-
cobs committee’s mpm on thal
score, government already indi-
cated no major cbanges are 1o the
offing for pensions taxation.

Talk In Ihe pensions industry IS
thal any pensions tax changes have

been pul on hold because ol Lhe un-
equal lax treatment of public and
private seclor pensions. ual treal-

menl is widely seenas a prcrectlisite
(o any changes and ihe presend battie

betweea Lhe Publlc Servants' Assoct-
ation and the stale bhas seen goveln-
ment promise lo stick lo ibe status
quo for the time being.

Bul pensions induslry sources a8y
an overhaul of lump sum taxation,
including equalising public and prl-

vate sector pensions, could yield up
(o R300m in revéenue.

The figure would be more thao
enough (0 allow government to abol-
ish the Marketable Securilies Tax
‘MS regularly cited as a reasod
or the low volumes on Lhe JSE.
Would abolishing a2 tax an trade o
equilies be politically acceptable?
Ooly if Heys managed (o convince
his audience lhat scrapping MST Is
inlended lo facllitate unbundling of
big congiomerates, reducing the con-
ceplration of ecopomic power. He
might also balance the move with a
lax oo dividends. While that would be
a slrange move for a former busi-
oessman, it mighl be molivated by
Ibe need to show Lhat those who have
the abillty (o ngay are being taxed.

Many orthodox economists would
argve ibat raising the tax rales of
top income earuers would be a dis-
{ncentive lo the people most needed
in the economy. rormer Brilish
Chancellor of the Exchequer Nigel
Lawson in 1988 explained his deci-
sion (o drop the lop marginal lax
rale as follows: “Excessive rates of
income tax destroy enlerprise, en-
courage avoidaoce and drive lalent
\table shores. Far from
additional revenue, OVer

servielle in a L.os Angeles resia
anL. The Lalfer curve showed that,"a¥-
already high rates of taxalion, & iu:i.
ther increase in Lax rates would iei
lo a fall in revenue. |
But the bulgiog US deficit bas 1)
but consigned Lhe Latfer curve to the
rubblsh bin, along with leftovers ol
olber 19803 excesses. The failure &fi
the “supply-side” economics Laffer
underpinned has forced US Preshy
dent Bill Clinton lo aonounce Cax:
increases that would hit the rcie® by
Ne doubl the Clinton tax increases,
have come al a convenient time Igm
Keys, who will need every bit " ol
ammunition he can get. Bul the de
bale in Britain seems (o be going theg
olher way and Lhere sre many wheg:
would see similarities belween Brifm
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One of seven “wise men” who rt]“‘

cted o the UK Treasury on |

ue, Cambridge prolessor Wytle,

Godley, said it would be perverse v o

the extreme to respond 1o exceptigp=; o

ally low private spending by fischl =

restriction. Financial Times writer: :

Samuel Brittan commented: “Slm -

horror at the size of prospeciive UR, )
budget deficits is not a sutlicient regy,

sop lor adopting restrictive ﬁs;,ﬂ“ :

policies Lhis year.” -

He argued Lhat the view (hal A ;
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deficit was potentially explosive an@”
had to be curbed sooOn would “he*
reasonable — if the ecopomy wele
operaling al the normal rale of ca H
cliy utilisation, and growing at o
trend rate. 5%, oy

il e,

by
T he SA economy is operaling biar
low capacity and bas not grown 9
some years, while inflalion IS on A
downward trend. There are definltg,
similarities with the British siluds
lion. - However, there are also majef -7
differences between SA and Britajn
thal make simple comparisons IR- «
possible. SA inflation could tufn ’
around again quile easily, a scareily .
ol capital means the public sectdr.”:
tserowds eut” the private sector andm
spending demands are enormous. 1
Nevertheless, Ihere is strong resis "
tance to tax increases al a Ume whemir
there is little signyet that the éco-=<
nomy has moved oul of recesstonn
Keys will have to do some fancy
tootwork Lo avoid a lynching. -4
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