
Meeting basic needs 

Unemployment and a wealth distribution that is one of the worst in the 
world are two fundamental South African problems that Mr ARTHUR 

HAMMOND-TOOKE, chief economist, for the SA Federated Chamber of 
Industries addresses in this paper. He outlines the realities and new 

options facing South Africans in traversing the course to a more open 
and equitable economic system. 

J oblessness stalks the streets of 
South Africa. One in every 10 

workers is currently unemployed. 
Starvation and suicide amongst 
many who have given up hope of 
finding a means lo live, scars life in 
our cities and townships. 

The number of registered un
employed (those reporting that they 
are actively seeking work) has in
creased from 73 693 to 127 562 in 
the 12 months January 1985 to 
January 1986. The real unemploy
ment figures are much higher. In
formed guesswork suggests that the 
unemployment percentage coun
trywide is 25 percent, rising to more 
than 50 percent in depressed indust
rial areas such as Port Elizabeth. 

Job insecurity is a principle issue 
for trade union negotiations. But in 
the current economic climate 
employers are able to do little about 
increasing manning levels or wages. 
The list of retrenchments grows as 
South Africa labours through the 
worst recession since the 1930's, in
tensified by political uncertainties 
and external pressures. Four years 
of drought have ravaged the food 
production capability of the rural 
areas and agricultural employment 
has decreased during this period at a 
rate of one percent per annum. 

Urged by welfare associations and 
the business community, govern
ment has allocated R600-million to 
unemployment relief measures in 
the last 12 months. It is claimed that 
276 000 jobs have been created and 
others saved. Nevertheless, new 
priorities and strategies will have to 
be followed if the legacy of poverty, 
joblessness and endemic malnutri
tion is not to remain with our coun
try. 

The failure to create jobs 
South Africa has always had a dis
guised unemployment problem. 
Since the economic development 
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programme (EDP) was first pub
lished in 1960, it has been recognised 
that a major objective of economic 
growth must be the creation of 
adequate employment. The original 
1970*s determination of a 5,5 per
cent growth rate was predicated on 
the need to increase jobs by some 
three percent per year. It was be
lieved that if a growth rate of this 
magnitude was generated in the first 
world sector of South Africa, the 
'trickle down' effect would be suffi
cient to keep unemployment levels 
to an 'unacceptably low' level. 

Sadly, in terms of both growth and 
employment creation, the economy 
failed to achieve these targets. Over
all growth has averaged only 1,1 per
cent annually in the decade between 
1975 and 1985. Employment in the 
non-agricultural sector stagnated 
and at least 125 000 jobs have been 
lost in the manufacturing sector 
since 1981. 

All this has made it entirely essen
tial for South Africa to consider al
ternative direct approaches to 
employment creation. South Africa 
is being seen increasingly as just 
another third world country with 
third world development problems. 
The country needs to apply much the 
same strategies as those recom
mended by the World Bank for the 
provision of housing and urban in
frastructure development, rural re
construction and the supply of 
health, education and transport ser
vices. 

A 'basic needs' approach 
The World Bank and International 
Development Agency essentially 
follow the 'basic needs' approach. 
Many under-developed countries 
now recognise that there is no possi
bility of their ever being able to gen
erate sufficient industrialisation and 
'first world' development to enable 
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their populations to be employed by 
the 'trickle down* of growth from in
dustrial development. 

With this in mind, politicians and 
development economists began to 
look at the process of development 
from a more 'humanistic' point of 
view. They have begun to ask the 
question: What is the objective of 
the development process? The ans
wer to this can be none other than to 
improve the living conditions of 
people. It is an illusion to believe 
that the purpose of development is 
to increase foreign trade or value 
added in manufacturing or even skil
led jobs. At best these are all means 
to the end of up-grading the quality 

of life of the individual. 
Most third world countries are 

now looking at the direct satisfaction 
of basic human wants. 

The first step is to establish the 
perceived needs of the under-de
veloped communities and to see 
what resources, technologies and or
ganisational changes are needed to 
address these specific needs with the 
resources in hand. An example 
might be in a rural area that a great 
deal of time of the women is being 
taken up by the carrying of water. A 
significant increase might be possi
ble in the standard of living or health 
by the sinking of a borehole or well 
or the piping of water from a nearby 
spring at the cost of only a few 



hundred rand. Alternatively, the 
community might identify its prior
ity as being an improvement in 
schooling or the establishment of a 
rural community centre or a pass 
over the mountain to shift the im
mediate constraints on the living 
standards of the group. 

A response to expressed 
community needs 
Key features in the basic needs ap
proach are that the community itself 
should identify its needs and that it 
should be helped to provide for 
those needs as far as possible with its 
own resources. An injection of out
side aid, resources or technological 
expertise from consultants or gov
ernment is then seen as facilitative 
rather than a super-imposition over 
the decision-making structures of 
the local community. 

Another key element is the con
cept of gradual improvement in re
sponse to shifts in the needs percep
tion of the community. This is a par
ticularly important dimension in ag
ricultural development where new 
technologies have to be introduced 
gradually and step by step to avoid 
the risk of failure and a loss of credi
bility of the advisers and consul
tants. An increase in the standard of living or health might be possible by sinking a 

borehole, courtesy Financial Mail 

The first step is to establish the perceived needs of the community. courtesy Financial Mail 
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South Africa is beginning to see its 
development problems in this light. 
New approaches to find solutions to 
the country's urbanisation and 
employment problems fit within 
these moulds. 

However, South Africa is blessed 
with some advantages over the most 
under-developed countries. It has a 
relatively strong and vibrant first 
world sector and also a wide range of 
export products which ensure an in
come stream and a source of foreign 
exchange which can be used as the 
basis for economic growth. It has 
also a highly developed financial in
frastructure for mobilising money 
resources and for channelling these 
into the development process. 

Furthermore, South Africa has a 
rich diversity of educated arid 
trained people in all sectors of our 
community with the leadership skills 
which may be deployed in the broad 
development process. 

South Africa's problem is that the 
spread effects of growth have been 
greatly distorted by the apartheid 
system. As a result South Africa has 
the most skewed distribution of in
come and wealth in the world. There 
is enormous pent-up demand for 
housing, social amenities and ser
vices such as health, education, 
transport, etc. 

The burden on taxes 
The basic problem is that tradition
ally these services have been pro
vided to the white section of the 
population at the cost of the general 
taxpayer. The difficulty is that if the 
economy remains static, a more 
equitable distribution of income and 
wealth would place such a huge bur
den on the tax system that the 
economy would collapse under the 
strain. This is the fundamental di
lemma which faces government and 
which has been given very careful at
tention by the private sector. 

These are deep-seated problems 
in the economy with complex 
causes. It is well-known that the bus
iness community has advocated a 
package of socio-economic mea
sures which address the problems of 
income mal-distribution, economic 
stagnation and structural unemploy
ment. If the economy is to provide 
the necessary jobs and prosperity 
for all, these problems will have to 
be solved without a massive increase 
in the tax system which would be 
self-defeating. 

Redressing the imbalance in 
income distribution 
As a result. South Africa has to un
dertake two transformations simul
taneously. Firstly, it has to address a 
number of fundamental and deep-
seated economic problems. Sec
ondly, it has to open the economy 
and create many more economic op
portunities while redressing the 
heavy imbalance in income distribu
tion. These two objectives are dif
ficult to achieve individually, and 
more difficult to reconcile. They can 
only be achieved if there is due re
gard to the dynamics of the social 
and economic processes in South Af
rica. 

The effect of sanctions 
These transitions will be immensely 
complicated by sanctions. Over the 
next few years. South Africans will 
be faced with the need to make fun
damental adaptations in response to 

boycotts and international sanc
tions. This will force the country into 
a new phase of import substitution 
which will increase employment, 
utilise spare production capacity and 
stimulate some new investment. 
However, there will be supply shor
tages with price increases and a 
build-up of inflationary pressures. In 
turn, government is likely to sus
pend market freedoms and inter
vene to a much greater extent with 
the full panoply of controls over im
ports, foreign exchange, invest
ment, and ultimately over prices and 
wages. The business community will 
have to get used to much more gov
ernment intervention in its decision
making processes. 

Relief measures, privatisation 
and deregulation 
In order to cope with black jobless
ness. Government will be forced to 

Joblessness stalks the streets of South Africa courtesy Financial Mail 
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expand its current unemployment 
relief measures. It will also adopt an 
urbanisation strategy to relieve pres
sure in the rural areas and to use the 
urbanisation process and housing 
development as engines of growth 
for the economy in the short and 
medium term. 

Recognising that the formal sector 
will not create sufficient job oppor
tunities, government will continue 
to encourage small-scale entrep-
reneurship, especially among blacks 
in the developing townships. It will 
also follow an accelerated course of 
privatisation and deregulation with 
three aims in view: 
• the sale of state assets to the pri

vate sector to raise revenue which 
can be spent on urban infrastruc
ture without raising taxes; 

• privatisation and deregulation to 
dampen government expendi
ture; 

• increased economic oppor
tunities for the private sector to 
generate employment and in
come, in turn generating more 
tax revenue for government. 

In spite of the impact of sanctions 
on the economy, the combined ef
fects of these strategies and rapid 
transformations should be to boost 
economic opportunities for the indi
vidual and the growth rate for the 
economy in the short to medium 
term. In fact unless major efforts are 
made to follow the privatisation, de
regulation and urbanisation routes, 

It is an illusion to believe that the pur
pose of development is to increase 
skilled jobs. 

counesy Financial Mail 

civil service. Also, the trade union 
movement will become more and 
more powerful and increasingly 
politicised. Industrial relations 
structures will be the major conduit 

potential. 
A further implication for South 

Africa is that the way in which social 
services are provided will be 
changed. Government will no longer 
retain a monopoly on these services, 
which up to now have been largely 
paid for by tax funds. In future much 
more attention will be given to 
adequate 'user charges'. Where tax 
money is used, the subsidisation will 
be directed at the individual receiv
ing the service (such as the hospital 
patient and student) rather than the 
institution (the hospital or school). 
This opens the door to much greater 
equity since all individuals receiving 
Government subsidies should be 
treated as equal. 

A possible drop In standards for 
the less-affluent 
There is, however, the danger of a 
dilution in the standards of social 
services such as education, housing, 
health, especially for less affluent 
whites, as the principle of equality is 
applied. Both whites and blacks will 
need to pay for superior standards in 
social amenities over and above the 
contributions through the tax sys
tem. 

These then are some of the 
realities and new options with which 
South Africans are laced. If the coun
try is successful in traversing the 
course ahead by employing the right 
strategies, it could lead to greatly im
proved economic benefits for South 

// is an illusion to believe that the purpose of development is to increase foreign trade or 
value added in manufacturing or even skilled jobs. At best these are all means to the end of 
up-grading the quality of life of the individual. 

sanctions will paralyse the growth of 
the first world sector of the economy 
and lead to a greater concentration 
of income in white hands. 

The transformation of South 
African society 
The more balanced package of mea
sures would lead to a major transfor
mation of South African society. 
Firstly, there would be a major 
further influx of blacks into white 
cities and the development of 'up
gradable' housing settlements. Se
condly, there would be much more 
competition between black and 
white small businesses. Thirdly, 
there will also be less job security for 
whites in private business and in the 

for black grievance and unrest, re
sulting in major conflicts between 
management and labour. There is 
the danger that these developments 
will adversely affect the productivity 
and output performance of the 
economy and its long term growth 
potential. 

It also means that there will be a 
new demand for business skills 
amongst black. Coloured and Asian 
workers. The need for excellent voc
ational training and business de
velopment 'sandwich courses' will 
grow enormously. At the same time 
education and training will continue 
to be politicised. Unless these ten
sions are resolved they will place a 
brake on the country's development 

Africa's peoples and a more open 
and equitable economic system. The 
question is fundamentally whether 
economic management by Govern
ment and the exploitation of oppor
tunities by the business community 
will permit the degree of transforma
tion to occur. 

Moreover, true peace and stabil
ity will only come to South Africa if 
major political changes are 
negotiated by South Africans wish
ing to find democratic solutions to 
the country's problems. 

Pretoria 
August U, 1986 
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