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I

Introduction

At the ’First In-House Seminar of ANC Economists' in Lusaka 
(August 14-17 1989) I undertook to comment more fully on Comrade 
Laurence Harris’ paper on "The Mixed Economy of a Democratic 
South Africa"(l). On reflection, I feel that perhaps the 
important issues raised in that paper should be assessed within a 
broader context and not merely in terms of the economics of a 
"mixed economy" and the programmatic positions of the ANC (the 
Freedom Charter in particular). What may well be necessary in 
this respect is a discussion of:

(a) the kind of economy the movement will confront (perhaps 
inherit) at the point of liberation,

(b) the power relations ruling during the transition towards 
democracy based on majority rule, in particular the strength 
of capital in general (domestic and international) coupled 
with that of the prevailing civil and military bureaucracy 
relative to the strength of the popular movement, and how 
that balance is likely to determine the kind of economic 
regime and hence the economic policies which the movement 
will be required to pursue during what may turn out to be an 
indeterminate transition period.

Before commenting on these questions it may be necessary to 
briefly define what it is (the inherited economic structure) that 
a democratic S.Africa would be required to transform through the 
mixed economy approach.

The Economy: Structure and Power

privatising 
.Af r i can

First, the State-owned 'parastatal' corporations which 
account for perhaps 40 percent of white employment and 20 
percent for other racial groups. It is estimated that these 
State-owned corporations undertake almost one-half of all 
new investment in plant, machinery and capacity. In the 
aggregate the state controls some R107.3 billion of assets 
as represented by the electricity and transport utilities, 
the Reserve Bank, the Land Bank, SASOL oil-from-coal 
operation, the Iscor steel corporation, the Industrial 
Development Corporation and ARMSCOR, the government’s 
weapons manufacturing arm. These assets account for perhaps 
some 22 percent of the total assets of the 100 largest

Notwithstanding the Pretoria regime’s plans for 
certain public assets, the dominant pillars of the S 
economy remain:
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corporations in S.Africa as ranked in the Financial Mai 1 
(2). The entire public sector currently contributes some 29 
percent of the gross domestic product.

The other pi 11ar is represented by the private corporations, 
chiefly the four conglomerates which represent 81 percent of 
the shares quoted on the Johannesburg stock exchange. The 
Oppenheimer empire of Anglo-American (AAC) alone accounts 
for 60 percent. The other three are the Old Mutual Group and 
the two insurance corporations, SANLAM and Liberty Life.

Indeed, as several studies suggest, what is perhaps unique 
about S.Africa is the degree to which monopoly power has been 
promoted and organised to acquire a commanding position in the 
control and management of the economy. That control takes the 
form of a giant cartel of inter-locking interests between the 
state and a small group of conglomerates, in which Anglo-American 
has apparently emerged as the final arbiter of the relationship 
and inter-action of these interests (3).

In these respects, the policies of the S.African State in 
such key areas as land distribution, taxation, black labour 
supply and control and import substitution, have historically 
served to enhance the relative position and interests of the the 
mining and industrial conglomerates, and of white farming 
interests. Further, unlike the experience in Europe and 
N.America, it was the S.African state which directly bore the 
task of creating a high cost infrastructure of transport and 
communications, energy supply and a protected heavy industry. 
These policies have also served to sustain and indeed deepen the 
great divide between white and black and thereby to sanctify the 
ideology of racism and apartheid - an ideology vital for both 
ensuring the organised supply of cheap black labour for the 
mining and other monopolies and in coopting the vast majority of 
the white population into the administration of the institutions 
of apartheid. Hence, whatever contradictions may have existed 
between the state and the conglomerates, these were invariably 
and rapidly dissolved by an overriding mutual interest in their 
unity, especially against the black population.

The outcome has been a relatively advanced economy in 
African terms. A significant industrial and manufacturing sector 
has been created, supported by a complex financial and banking 
system. Given the organised availability of cheap black labour, 
the concentration of wealth and the cartelised control and 
management of the country’s rich resource endowments, the 
S.African economy was markedly successful in sustaining a 
consistently high rate of accumulation, at least until the 
post-1976 phase of popular resistance and freedom struggles, of 
international isolation and sanctions and the rising costs of 
S.Africa’s wars of destabilisation in the southern African 
region.
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But for all its past successes, the S.African economy 
continues to betray significant elements of dependency. The base 
on which the industrial and tertiary sectors have evolved remains 
the mining industry. The dependence on foreign capital inflows 
and borrowings, on technology imports and the export of primary 
products (minerals and gold and foodstuffs) is substantial. 
Transnational capital, mainly British, possesses sizeable 
footholds in the important industrial and raining sectors and has 
historically maintained close links through cross-capital 
holdings with many of the domestically-based monopolies. Recent 
divestment by foreign companies may have weakend these links and 
this undoubtedly constitutes an important contributory factor in 
the contemporary crisis of the apartheid economy. The apartheid 
economy remains very much an open economy.

The Privatisation of the State Sector

With respect to what is postulated here as an organic 
relationship between the para-statals and the conglomerates, 
Comrade Harris’ paper draws attention to the fears being 
expressed within the movement about the trend towards the 
privatisation of S.Africa’s public assets and the danger that a 
liberated S.Africa could inherit little more than an emasculated 
state economic sector - an "empty shell". This is also the 
subject of particular concern to Comrade Rob Davies (4).

In my judgement the pressure to sell off public assets 
arises less from the ideological thrust of what is known as 
"Thatcherism", and more from the severe and seemingly insoluble 
crisis in the finances of the apartheid state. In recent years 
the deficits have been financed by ever-increasing domestic 
borrowings, enforced holding of government-issued stock by 
private companies, central bank funding (a central cause of the 
price inflation running at double figures now for a number of 
years), depleting the cash base of the state pension funds and 
finally through attempts to increase the tax burden on company 
profits and personal incomes.

This requires some explanation. The S.African economy is 
experiencing increasingly severe capital shortages and hence has 
equally severe problems of funding the commitments of the State: 
to support the costs of the ever-widening repressive apparatus 
within the country, the wars of destabilisation in the southern 
African region, and the fact that perhaps close to 60 percent of 
the white labour force may now be engaged in the wholly 
unproductive but costly occupation of managing the multifarious 
institutions of the apartheid state. Government revenues and 
borrowing capabilities have virtually stagnated as a result of
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low economic growth, the narrow tax base (given the poverty of 
the African people) and the impact of international financial, 
capital and trade sanctions.

At the same time a serious problem has arisen over the size 
of post-tax profitability in the S.African economy. This results 
from a number of different factors: economic stagnation, the wage 
struggles of the African trade unions, the deterioration in the 
terms of trade resulting from the cheapening of the value of 
gold, coal and other major export products; and finally the 
creaming off of higher and higher shares of what remains of the 
economic surplus to fund the deficits of the apartheid state. Th 
outcome of all this is a sharp decline in domestic investment an 
an increased outflow abroad of domestic savings and indeed of 
foreign capital.

There is little doubt that these factors have been critical 
in generating the pressures for a programme of privatisation 
designed in the main to help overcome the crisis in the finances 
of the state and in particular for reducing the tax burden on 
private capital. The latter, at least, is viewed as vital for 
reversing the decline of business confidence inside the country.

The privatisation drive thus largely represents an 
involuntary policy choice. And in the absence of foreign capital 
inflows, this could end up by providing (assuming a state of high 
business confidence) the major conglomerates with publicly owned 
assets at prices perhaps under one-half of their real book value. 
Big capital may also be calculating that the privatisation of 
these state-owned assets may provide a further line of defence of 
their interests in the event that a democratic S.Africa should 
emerge out of the present crisis.

However, the privatisation process, especially its scale, 
cannot be regarded as a foregone conclusion. There exist many 
imponderables confronting that process. The extensive public 
sector was largely created on a "forced march" basis; that is, at 
heavy cost and with little regard to the productivity of the 
capital invested or of the high-wage white labour force that was 
brought into employment. For example the S.African Transport 
Services - the airlines, railways, harbours, pipelines and road 
services - known as SATS has for decades been run largely as a 
system of extensive outdoor relief for otherwise unemployable 
whites. Substantial state subsidies have had to be provided to 
cover especially the deficits of the railway and airline 
services. Escom, after years of heavy borrowing to expand and 
update the electricity generating industry, now finds itself with 
degree of excess capacity that threatens its ability to service 
its accumulated debt and in particular to repay those of its 
foreign borrowings which mature in 1990-92. In order to prepare
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ISCOR for privatisation, the state has had to radically slim down 
this enterprise through large-scale redundancies and the closure 
of several plants.

In these senses then it is difficult to see private capital 
responding with adequate confidence to any privatisation 
programme on the scale being visualised by the apartheid state. 
Today, it is fresh investable capital which is S.Africa’s 
scarcest resource: a scarcity which has been sharply aggravated 
by the R25 billion capital outflow in the past four years and the 
drying up of foreign lending since 1985 (5).

In relation to the privatisation problem for a democratic 
S.Africa, a possibly far greater threat would be the collapse of 
the currency, following a massive flight of capital and key 
labour skills abroad, with a breakdown of varying severity in the 
industrial and mining economy.

It is accordingly the latter which is the main concern of 
this paper. For the mixed economy approach must to come to grips 
with the strong possibility that the cartel of conglomerates will 
emerge as the key negotiating partner in resolving what 
constitutes the boundary between the powers of the democratic 
state and that of the private sector in the management of the 
national economy.

The Transition Problem

We can conceive of three transition scenarios as the outcome 
of democratic struggle in S.Africa:

(a) a popular insurrection which overwhelms the power of the 
state and its coercive forces - somewhat in the nature and 
on the scale of 1917;

(b) the result of a civil war in which the people’s armed 
forces defeat that of the state - somewhat similar in nature 
to that of China, Vietnam and Cuba;

(c) the struggle for power between the people and the 
apartheid state resulting in an highly unstable and 
precarious stand-off. The legitimacy (however defined) of 
the existing state is placed in serious question both 
domestically and internationally by virtue of its inability 
to resolve the domestic crisis, except through a high cost 
(economic and political) repression programme which serves 
only to sharpen the crisis of the system. Here, the pressure 
for a negotiated resolution of the crisis could become 
sufficiently attractive and perhaps overwhelming for both 
sides. The outcome of those negotiations could in these 
circumstances be largely determined by the balance of
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strength of the two contending forces - between the existing 
state plus the cartel on the one hand, and the forces of 
liberation on the other.

In the cases of both (a) and (b) the direction of economic policy 
is likely to be largely determined by the. victorious forces of 
the liberation movement. Here, the movement’s degrees of freedom 
may well be regarded as sufficient to permit the early 
implementation of its programmatic positions, though much will 
depend on what is inherited as an "economy".

What (a) and (b) suggest at a f ormal level (namely, all else 
remains unchanged) is a programme of legislative and, if 
necessary, coercive measures involving the nationalisation of the 
key sectors of the economy - the "commanding heights" - and to 
employ the resulting additional powers and resources of the 
democratic State towards securing the early realisation of 
several key objectives in the Freedom Charter. This may 
represent, perhaps, one possible view of what constitutes the 
"mixed economy".

But it is case (c) which appears, on a balance of 
probabilities, the outcome closest to the realities of the crisis 
of power currenty developing. Apart from the fact that capital 
(through the conglomerates) will assert a strong influence on the 
negotiation process, account must also be taken of the influences 
likely to be brought to bear on such negotiations by some of the 
major Western powers, guided by what they perceive as the 
importance of S.Africa to their interests - its rich resources, 
its relatively advanced and complex economy, its strategic 
position, the so-called "kith and kin" connection and much else. 
S.Africa has for long been regarded as the jewel in the African 
crown for international capital in general. Hence, what is likely 
to be central to all these concerns will be the kind of economic 
system that results from these negotiations.

The Mi xed Economy:
Popu1ar Expectations and Possibi1ities _

In line with the Harris paper, we can define the mixed 
economy as comprising any possible combination of direct and 
indirect interventions by the democratic state in the management 
of the national economy to achieve certain preferred outcomes in 
the social and economic order. This immediately raises two 
central questions: what are the preferred outcomes of economic 
interventionary policies in_ a_t 1 east the early stages of the new 
democratic order; and next, what policies are most likely to 
achieve those outcomes?
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On the first question, we are bound to be guided by popular 
expectations (assuming that the Freedom Charter is viewed as a 
"long-term" programme rather than requiring immediate or early 
implementation). Given their present condition, they are likely 
to expect certain decisive measures aimed at redressing their 
poverty and deprivation in several key aspects of their lives. 
These expectations may perhaps take the following form:

a) the provision of a decent diet for all;

b) adequate shelter for every family,

c) the basic requirements of social security, medical 
facilities and a safety-net for the unemployed, the old, the 
disabled, mothers, children and other unprotected sections 
of the people;

d) free and equal education for all, coupled with a crash 
programme of adult polytechnical training;

e) the satisfaction of the workers’ and trade union demands 
for a significant improvement in working conditions and for 
a role in the direction of the national economy.

This list does not necessarily exhaust what may be regarded as 
essential for meeting the expectations of the people following 
national liberation. It omits for instance full employment for 
the adult working population ("the right to a job"); land reform; 
a minimum wage and other provisions of the Freedom Charter. But 
it does represent a list of sufficient weight to concentrate our 
minds on what the "mixed economy", at least in the early phases 
of the new democratic order, is expected to deliver.

Expectation (a) suggests a "consumption fund" considerably 
larger than the present share of the national output devoted to 
the people’s basic consumption requirements (that is, in relation 
to the present level and distribution of income). Expectations
(b) to (d) would comprise what may be termed the "social fund'! 
namely the obligations of the democratic state to provide a basic 
"social wage" to its citizens. Compared to the present position, 
the social fund will inevitably absorb a considerably larger 
share of the national output (though mitigated to an extent by 
ending the costly separate racial administrative structures in 
the country). Finally, expectation (e) may call for the 
formulation and enactment of a "Social Charter" somewhat in line 
with that now being discussed in the European Community as well 
as policies required to deal with the management structures of 
the parastatal institutions and the conglomerates.

It is clear that the scale of the economic readjustment 
required to satisfy all these expectations over a brief period of 
time could call for a substantially more activist and
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interventionary programme on the part of the democratic state 
than is usually represented by the mixed economy approach. For 
example, if we assume the growth of the national economy by some 
rate more or less equal to that of the growth in population, then 
the democratic state would be under strong pressure to adopt 
far-reaching legislative measures, some of which could be more or 
less of a confiscatory nature, to secure the necessary resources. 
These measures would include highly progressive rates of taxation 
(the higher the income the higher the rate of taxation with 
marginal rates reaching as high as 80-90 percent). It is to be 
noted that such confiscatory measures could equally end up, by 
the law of vanishing resources, in achieving nothing.

In any event the democratic state would be required to 
provide a more extensive range of subsidies to support the basic 
consumption needs of the people, going well beyond what the 
Harris paper suggests. The nationalisation of the more profitable 
sectors of the economy may prove to be particularly attractive if 
these expectations are to be met in the short to medium term. In 
short, the funding of the aggregate consumption and social funds 
becomes functionally related tc both the growth of the economy 
and whatever is called for under the state's income (and perhaps 
wealth) redistributive policies. That functional relationship 
will also be influenced by the democratic state’s need to 
maintain what the Harris paper calls "macroeconomic balance" - a 
fact which further complicates the task of restructuring the 
economy in favour of the people.

There exist other difficulties and policy problems for the 
mixed economy approach in relation to the satisfaction of these 
popular expectations. If, as suggested earlier, the S.African 
crisis is likely to be resolved through a negotiated arrangement, 
then the present regime with its supporting conglomerates can be 
expected to resist the implementation of any serious income and 
wealth redistributive programme. Moreover, the very mention of 
such an income and wealth redistributive approach could unleash a 
massive flight of capital, strikes by the white skilled labour 
force and other acts of subversion on the part of the 
predominantly white civil service, the armed forces and the 
police: aimed at forcing the democratic state to retreat from its 
commitments to satisfy popular expectations.

What these difficulties may suggest is this: the primary and 
immediate objective of the struggle must be the winning of 
political power, and then the consolidation of that power; all 
with a view to creat ing the most f avourable condi t ions for the 
reconstruction of the economy so as to bring about the economic 
1iberation of the people. In this respect, a central 
preoccupation of the liberation movement must be to secure 
control of a viable and fully functioning economy inthe initial 
instance. Hence, the problem of satisfying the people’s immediate
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economic expectations requires a deeper and much more extensive 
internal discussion of what is desirable in relation to what is 
likely to be possible. This, in turn suggests that if the ANC is 
to adopt the mixed economy approach, it may have to do so on the 
basis of a staged process towards delivering the promise outlined

in the Freedom Charter.

The Nationalisation Question

The Harris paper sets out the rationale for a circumspect 
programme of public ownership and indicates some of the drawbacks 
and problems associated with such a programme. Clearly, the 
international experience with nationalisation programmes has been 
rather mixed - a fact which has produced a considerable 
literature on the merits and demerits of public ownership as an 
instrument of economic policy (6). Such literature needs to be 
studied and discussed within the ANC.

In several countries where public ownership systems have 
been implemented, it has been the form of nationalisation that 
has taken precedence over what should be its substance and 
purpose: the planned development of a structure for an expanding 
socially useful economy, and thereby to lay the foundations for 
"changes in the social character of production in such a way that 
it regains popular support" (7). The result of this concern for 
form is that the efficiency criteria applied by private capital 
(namely the profitability of the enterprise) becomes the 
yardstick for judging the efficiency of the public sector. It has 
been that yardstick which has raised the challenge of 
privatisation in Europe and elsewhere.

This does not necessarily mean that the experience with 
nationalisation policies has been entirely negative. In India, 
and in China, at least, state-owned industries were created as 
part of a planned programme of post-colonial and socialist 
construction. Here the nationalisation policies proved central 
for developing a workable economic infrastructure and a heavy 
industrial base. In S.Africa, by contrast, it was the precedent 
set by Nazi Germany in 1933 for a fascist programme of joint 
state and private capital initiatives to achieve economic 
recovery (from the economic crisis of that time) that led to the 
creation of a sizeable public economic sector in S.Africa, funded 
mainly through the domestic and international capital markets.
The mining and other conglomerates, with the banks, made 
significant contributions in this respect. Not surprisingly, 
therefore, this enlarged public sector was and remains fastened 
onto the colonialist structures of the economy and in particular
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the mining conglomerates and 
substantial investments in th 
the country’s electricity gen 
would not have funded the dev 
gold mining complex, or the m 
Transvaal.

big business. Thus without ESCOM’s 
e late 1940s and 50s for enlarging 
erating capacity, Anglo-American 
elopment of the Orange Free State 
ining of other minerals in the

The essential issue for a democratic S.Africa here is one of 
substance. Just what would a programme of nationalisation by a 
democratic state be designed to achieve? The Harris paper 
provides an analysis of this question, though largely in terms of 
what has been relevant to the European experience. In the 
S.African case there undoubtedly exists an even more appealing 
set of reasons for an extensive public ownership policy: the 
depth, the spread and the enormity of the power wielded by the 
conglomerates operating together as an organic unity.

Historical experience suggests that it is the scale and 
concentration of the endowments (ownership of resources and of 
wealth) of each of the social classes, in a free market economy, 
which ultimately determines not only the distribution of income 
but also the power relations in society and hence the policies of 
the nation state. This consideration perhaps lies at the root of 
the seeming failure of the public ownership policies in postwar 
Europe, namely the refusal of the postwar governments to confront 
the problem of wealth concentration and of "money power" in 
determining social and economic relations (8).

In S.Africa, indeed, the degree of wealth concentration must 
be reckoned unique in the capitalist world. It reflects an 
unparalled level of influence and power by a small group of 
corporate entities over the people as a whole, and in particular 
over the labour and productive process. Hence, any set of 
policies aimed at evolving a socially useful economy in a 
democratic S.Africa must grapple with this concentration of money 
power at the earliest possible stage. It is in the light of this 
fact and the analysis, positive and negative, of the experience 
with public ownwership systems elsewhere, that we must consider 
whether or not the nationalisation route is a feasible and 
necessary option for a democratic S .Africa.

Breaking-up the Monopolies

Nationalisation in the S.African context must take into 
account -

the undoubted capabilities of the conglomerates to threaten 
and even undermine the democratic state by resorting to a 
variety of acts of subversion and sabotage (the flight of

10



capital, the closure of plants and other productive 
facilities, large-scale unemployment, bribery and corruption 
and other means of pressure and blackmail).

Thus, in much the same way that there exist certain important 
limits on the democratic state to satisfy the people’s 
expectations in the early stages of liberation, so it would seem 
that, there could equally exist some severe constraints on the 
use of the nationalisation instrument within the mixed economy 
approach to economic policy.

It is in this context that we may discover a degree of 
safety through a presentational formula which turns on its head 
the claim to superiority of the free market and what is called 
the "free enterprise society" (9). For, if a free market economy 
is to be sustained, if market competition is to ensure efficiency 
and cost-effectiveness in its various aspects, if monopoly is 
injurious to consumer choice and the rational distribution of 
resources and incomes, then the conglomerates will have to 
accept a regime of social control akin to the anti-trust laws of 
the United States or the evolving anti-monopoly injunctions in 
the European Community.

The anti-trust laws of the United States, indeed, provide an 
excellent precedent for confronting the cartelised structure of 
the S.African economy. The Sherman Act of 1908 imposed severe 
penalties against "conspiracy in restraint of trade". There 
followed the Clayton Act and the Federal Commission Acts banning 
interlocking directorships, price discrimination and much else.
In 1950 the Ce11er-Kefauver Act made illegal any acquisition, 
through the purchase of either stock or assets, which tend to 
suppress competition or create a monopoly (10).

These laws have a formality which is undoubtedly important 
for our purposes in dealing with the conglomerates in S.Africa. 
However, we should also be realistic about their effectiveness in 
practice. We should also recognise that the main thrust of the 
American anti-trust laws is the curbing of monopoly power (as 
expressed through a restraint of trade) within particular 
industries, whereas what we have in S.Africa are multi-industry 
monopolies (hence "conglomerates") which control enterprises and 
industries that reach across several sectors of the economy, 
including finance and banking.

Despite these reservations a basis may exist for breaking 
the monopoly power of the conglomerates through an anti-monopoly 
and anti-trust legislative programme. Success, even limited in 
this respect, could enhance the ability of the democratic state 
to engage in more substantial and effective interventions in the 
management of the economy. Certainly this formula could place the 
conglomerates very much on the defensive, and may create 
suitable conditions for their dismemberment. In any event, a
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programme of nationalisation may prove more feasible, indeed 
beneficial, if what is being nationalised are various bits of a 
conglomerate rather than the whole of it.

What is being proposed here is a discussion about the 
alternatives to public ownership in the initial phases of a 
democratic S.Africa - alternatives which are designed to secure 
the power and authority of the democratic state in the first 
instance as a precondition for a peaceful and manageable 
transition towards a fully-fledged democracy.

Banking. Finance and Money Power

The Harris paper refers to the "sophistication" of the 
S.African financial system. The central bank manages the money 
supply through its targetting of the rate of interest and 
coordinates and supervises the commercial banking structure by 
setting parameters within which the credit creating functions of 
the banks are supposedly limited. The central bank further 
monitors the flow of credit and of funds through the system 
domestically and in relation to the outside world. Within these 
limits, the commercial banks wield considerable influence over 
the allocation and direction of credit, and hence play a 
significant role in determining the character of the economy, its 
resources, the level of employment and generally of economic 
activity. . -

The bigger an enterprise the higher is its credit-worthiness 
and hence its ease in securing commercial bank credit. In this 
sense the commercial banks serve to concentrate more and more of 
monetary resources at the disposal of established corporate 
power. And itis this which has occurred with a vengeance in 
S.Africa. Today, the conglomerates, and Anglo-American foremost 
among them, own virtually the entire commercial banking system.
In this crucial sense "...the banks and the financial system are 
the key instruments in building and linking the core industrial 
sectors: gold, coal mining, other mining, energy, heavy industry 
and transport" (11).

In a general sense, all governments possess some power over 
their central banks and hence over the banking and financial 
system. This power is however often formally circumscribed: often 
to provide confidence that the money-issuing central bank manages 
its functions independently of the particular government in
power. This independence appears to be relatively strong in the 
United States and West Germany. In S.Africa the relationship 
between the SA Reserve Bank and the government has for long been 
somewhat ambiguous and has recently become the subject of some 
dispute. It is being suggested that the Reserve Bank’s efforts to 
establish its formal independence may be intended to remove
the Bank from the influence off*future democratic state. But
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whatever the dispute, the Reserve Bank has for long been an 
active provider of funds to the government (against the holding 
of ever-increasing quantities of government bonds and other 
paper). In fact, this monetising of the government’s indebtedness 
by the Reserve Bank is a principal cause of the high price 
inflation over the past eight years.

In these senses, then, the power of money-capital, and 
through it that of the commercial banking system, possess the 
potential of making or breaking any attempt by a democratic state 
to create what has been generally termed a socially-useful 
economy. The curbing of that power must, therefore, be an issue 
of the greatest importance for the mixed economy approach to 
economic policy. Thus two options become available for a 
democratic S.Africa in this respect.

(a) There is the option of nationalising the banks and 
credit institutions, and converting the central bank into an 
instrument of state policy for restructuring the economy at 
large. But such a course is clearly inconsistent with the 
reassurances of a mixed economy and the strategy of a phased 
progress to fulfilling the promises of the Freedom Charter. 
It would be likely to produce counter-measures both from 
domestic and international capital.

(b) The second option is to create, in part on the model of 
the France, a substantial set of state-run commercial, 
banking and financial institutions, operating in competition 
with those of the private sector, and designed to secure and 
manage the savings of the people. This would, given the 
suitable impetus and control, provide a state-induced 
strategic direction for the deployment of the 
savings-surplus of society for investment in a flourishing 
socially useful economy.

The Harris paper attaches importance to the role of interest 
rates in determining the flow and direction of credit. However, 
this instrument of monetary policy would require to be 
supplemented by others if only to ensure that the flow of credit' 
satisfies the social and economic imperatives of the democratic 
state.

In these terms, then, a clear choice between (a) and (b) 
becomes an important aspect of the movement’s policy and hence 
should be another of the major issues requiring study and 
discussion within the movement.
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Conclus ion

It is clear from what has been discussed in this paper that 
there exist a number of difficult choices facing the democratic 
state in the realm of economic policy - policies grounded on what 
is feasible and what requires to be implemented to meet the 
expectations of our people. Comrade Harris raises several other 
aspects of a mixed economy which require attention. The need for 
a more advanced system of exchange and import controls is evident 
from the dangers of capital flight indicated in this paper. Next, 
as Comrade Harris states, a mixed economy needs to be planned - 
not so much in a commandist sense - but with sufficient force 
both to steer the economy in a predetermined direction and to 
secure macroeconomic balance. This is surely of great importance 
and calls for fuller study. Another key issue requiring 
discussion and study concerns the foreign economic policy of a 
democratic S.Africa. These touch on the inherited external 
indebtedness of S.Africa - seeking a moratorium on repayments and 
fresh credit lines; on relations with the international financial 
institutions and markets; policies towards the transnational 
corporations and foreign investment in general; exchange rate 
policy and the stabilisation the currency (perhaps, through a 
more active monetary role for gold).

This paper has tried, with a concern for realism, to draw 
attention to the kind of power relations which could conceivably 
impose several policy constraints on a democratic S.Africa, at 
least in the early years of its life. Hence, if this paper has 
any value, it is in the direction of stimulating, as does the 
valuable Harris paper, a serious debate and discussion within the 
ANC about the possibilities and limits on economic policy 
resulting from a resolution of the crisis through some form of 
negotiated settlement. In a word, the questions being raised here 
are these: what constitutes the balance which needs^be struck 
between realism and the promise of the Freedom Charter, and what 
are the resulting problems in sustaining the support of our 
people during the difficult transition i:o total liberation.
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