
Every year when we go 
tmo wage negotiations, the 
bosses tell us thai it is 
because of our wage 
demands that inflation 
(high prices) goes up. 

Bui this is not tme. 
Inflation eats into our 
wages. And we demand 
better wages to keep up 
with inflation. Inflation is 
caused by the type of 
economy (capitalism) the 
bosses have bui l t . 
Capitalism is an economy 
where bosses profits are 
the only important thing. 
Workers needs mean 
nothing under capitalism. 

Inflation measures the 
rising prices of consumer 
and production items - the 
rising cost of living and the 
rising cost of making 
things we need to live. 

When we study those 
rising costs* and ask why 
they always keep going up. 
we can sec that inflation is 
really caused by two 
problems: 

* The government 
wastes the wealth wc, the 
workers, produce on 
u n n e c e s s a r y a n d 
unproductive items (like 
guns and bureaucracies). 

* Capitalists want to 
constantly increase profits 
by any means (like putting 
up prices), and despite any 
wider effects on our 
country. 

* The economy is 
controlled by 7 big 
companies, the largest of 
which is Anglo American. 
Because they own and 
control most of the wealth 
and industries of South 

Africa* they are able to 
control prices as they like. 
The profits of the Big 
Seven Companies went up 
by 30 percent while 
inflation was 19 percent 
last year. 

The bosses tell us 
inflation is affected by* 
amongst others, the 
following factors: 

Firsu the bosses say 
they increase the price of 
the goods produced to 
'keep up* wiih the rising 
cost of producing them. 
But many companies could 
absorb die increasing cosls 
if they were to take a cut in 
profits. 

The cost of producing 
things is affected by: 

* Higher wage bills -
with workers demanding 
wage increases it is costing 
the company more to 
produce the same items. 

* Higher energy costs -
this includes the increasing 
price of fuel, petrol and 
electricity. 

* Higher machinery 
costs - this affects most 
those companies which 
import machinery and 
spare parts "essential* to 
their production processes. 
At present companies arc 

paying double for the same 
machine as they were a few 
years ago. 

* Companies are 
borrowing greater sums of 
money from banks, and at 
times banks charge more 
for borrowed money, 
raising the costs of 
production. 

* Higher transport costs 
- increases in fuel costs arc 
usually the main reason for 
th i s , but transport 
companies {even if they are 
staic-run) constantly push 
up costs for distributing 
goods to the market places 
because they want more 
profits, 

* The Rand/ Dollar 
exchange rate, which 
m a k e s c o m p a n i e s 
dependant on imports, or 
which arc paying back 
money borrowed from 
overseas sources, have 
higher costs, 

The second main reason 
why the cost of living 
keeps going up is thai ihe 
government overspends It 
spends millions on 
unproductive items lo keep 
apartheid and exploitation 
going. It also is wasting 
money because of bad 
government economic 
policies: 

* The governmcni 
spends more money than it 
gets in every single year. 
This means the government 
has to borrow money to 
pay for its bad planning, or 
else increase GST or taxes. 
This bad planning by the 
government costs us 
taxpayers about R3 billion 
-R5 billion per year. 

* The governmcni 
spends much of the money 
it gets on racist waste. The 
government has set up, for 
example, 19 separate 
Departments of Education, 
3 houses of parliament, 3 
cabinets and a President's 
Council, and 9 homeland 
governments. It wastes 
billions of Rand on arms, 
defence and security, and 
spends additional millions 
on sanctions-busting 
p r o g r a m m e s and 
stockpiling of strategic 
items like oil. All of this 
spending - which grows 
every year - is money 
down the drain, It provides 
no additional employment 
or growth to the economy. 
It swallows billions of 
Rands which workers 
produced through their 
sweat, without putting 
anything back into the 
economy. 

* Government tax 
policies - GST is 
inflationary. Because it is a 
fixed percentage. linked to 
prices, when prices 
increase, GST causes a 
further increase. 

* Government policy of 
u s i n g c o n t r o l l e d r 
(administered) prices in 
favour of producers, niihcr 
than consumers - the 
government controls 
(administers) the prices on 
a number of essential items 
(such as wheat, electricity, 
fuel, sugar and others) 
which in turn determine die 
price of many other goods. 
Sugar, for example, is 
used to produce over 200 
different items, while 
wheat affects the price of 
chicken, meat and other 
foods. Every year 
controlled prices increase 
higher than the rate of 
inflation, despite the fact 
that they are controlled. 
The government, therefore, 

Kushes inflation up further 
*causc of its economic 

policies. 
These are just some 

causes of inflation. So, 
when we try to keep up 
with inflation by 
demanding wage increases, 
we are battling a problem 
with many causes. The 
main cause is the capitalist 
profit-motive* Inflation is 
part of the capitalist 
system. Government and 
business practices can 
make inflation worse or 
be t t e r . Bu i , like 
unemployment, while 
capitalism exists, so will 
inflation and the attack on 
workers' standards of 
living. 

Only workers control of 
the economy, where the 
production and distribution 
of goods can be planned by 
workers according to what 
everybody needs, will put 
an end to the terror of 
constantly rising prices. 


