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CENERAL  INTRODUCTION

"Abgolutely, there ave hundreds of willions of people
vho are illiterate and inadequately shellered even
from the rain, virtually without furnituve or shoes,
perpetually undernourished and provided by the
twenbieth centuyy with 1ittle except the growing

awvareness ol thelr misfortune.'

Dudley Seevs

i

Separate ethnic development has been practised in South
Africa for the past 20 or so yearm. During this time the
Goverament has been fregquently obliged to modify the general
objective and specific measures of its "Bantustan" or homeland
development policy. The reason for this wasy and still is,
the fact that the political ideology of apartheid is, as mosh
infant political ideas, either ill-suited for, or insufficiently
adapted to the economic reality of the time; the events of the
past decade indicate that an increasing proportion of the public
is becoming aware of the immense social and economic cogbp and
porsonsl sacrifice involved in the attempt to transforn a
ghtate of mere raclal meparateness into one of separate racial
development.

Theve have beenAmany attempts to describe and anelyse
this latier process of transformation, particularly the
economic aspoect thereof. Bul most of these attempts have failed,

in one way oy another, to provide an adequate explanation for the



socio~oconomic vhderdevelopetent ofthe homelands.  This failure may be
divided into three general categories, namely a superficislity of
analysis, a limitedness in scope and the lack of am appropriate
fraomework for gnmlysisa Some studles on the homelands are
superficial in the sense that their conclusions are nob always
supported by sufficlent evidence.l Others are limited in thedir
seope so that, conseguently, they often lock the noecessary |
perspectivez; this is not to say that these studies have no use,
for there is clearly a need for sufficiently specialised research
into some of the major determinemtes of homeland development.  But
it should be realised that the value of such research, as well as
ite possible effect on exisbting policies, would be limited if it weé
re not placed within the wider context of the development of the
homeland.

A more serious shortcoming of the current litervature is the

rd
aluost total lack of an appropriate analytical framework.” Tho

1 See Rogers,y Bat The Bantu Homelands, Internatiodal Defence and
Aid Tund, Chiristian Action Publicalions, 19723 Lipbon, M.s YThe
South African Census and the Bantustan Policy," World Today,

Yol 28, Nos 6, June 1972, pp. 257~-27L: ond Maasdorp, CGaGa:
Geonomic Development for the Homelands, South African Institute
gf Bace Relations, 197h. -

2 See for example Bell, T.: Industrial Decentralisation in South
Africa, Oxford Univergity Pregs, 19733 and Reynders, HedsJ.t

"Die Werkvergkaffingspotensianl in die Tulslande niet besondere
verwyesing na Nywerheidsdesentralisasie," Yearbook of South
Africen Buveau of Race Relations, No. 6, 1970, ppe 70-80.

See Lombard, J.A. and Van der lerwe, P.Jd.: "Central Problems

\H

of the Economic Development of the Bantu Homelands," Finance

and Trade Review, Vol X, No. 1, June 1972, pp. 1«273 Stadler, JeJ.:




reason for this may well lie in the fact that South African
reseavchers are, rightly or wrongly, too obsessed with the
"peutral® or valuewfree wrole of the economist in poclety. Dut
there seems to be little point in trying to quantify the
employment problem, or in evaluating apriculiure or industrial
development in the howmelands, withoult making some reference to
an analytical norm vhich enables one to distinguish between a
"good" policy and a "bad" ones |

In the présent study these problems will be largely
avoideds Our approach will be to flrstly analyse the problem
of.underdevelopmént, then‘to identify the c&ﬁﬁes.of the problem
and, thercafter, to asscss the economic stfategy and policiés which
have been emplayed-to solve the'develcpmén£ problem ian the
A homelands.  Before this is done, however, we shall give a
general chyonologiéal acéount éf'pasﬁ developménts in the poiicy
of homeland deveiépment, This is done in Section T below where
an attempt is made to explain how and j *gz_the policy has unfolded
into 1ts present Torm, ﬁhereby eona%rucu¢ng a general framewaxk
within vhich the subsequent andlysis can be undertaken.

Section IT is devoted to an analysis of the employment
problem in the homelands. In the introduction to thié section

the employment problem is défined as one of the many dimensions

"Demografiese en Tkonomiese Kenmerke van die Suid-Afrikaanse
Bantoebul&lando," Asrekony Yol 9, No. 1, Jahuary 1970,

Dpe 20-283 Smxu, P,t Die Ontwikkeling van die Banboctulslqnde -
Probleme en Vooruitsigte, Africa Institute, No. 21, July 19693
Reyndersy, HeJuJe, opegit.; and others. (An exception is

Maasdol‘p, GwGo, 012132?.‘&!-)
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of the general preblen of underdevelopuent. It im recogniged thot
the provision of adequate employment opportunities will not by
itself solve the development problem in the howmelands;  there is
also a need for betier heallth and education and, move generally,
for an ilmprovement in the quality of life. fnd it ip in thia
context that the analysis of Chapters 3 and 4 of Seotion II ghould
ke moen. Ia Chapter 3 we esgtimate thé grovth of the homeland
labour force. This ig followed in Chapter % by an inquiry into
the adequacy of exigting cwployiment  opportunities in the
apriculineel sector of the homelands. |

In the final section an attemps is made o evaluate the
development and regional dimsnsions of cconomic strabtegy in the
homelandse Chapter 5 analyses the omployuent pobtential of
gifferent devolopment progromnes in the homelands. The purpose
of this analysis, vaich is wove fully explained in the intyoduction
to Sectlon II1, is to determine wvhelther vescurces arve belng
gllocnted in sscovdance with the Gcrfegpmndimg endownent of
resources in the bomelands. This is done in respect of (L) the
decontralisation of industry to the growth points of the homelands,
(2) the promotion of manufacturing and sorvice industries by the
Dovelopuent Corporations and (3) the development of agriculture.

The vegional dimenglon of economic giratepy vefers to the
allocation or digtributlon of resouvces among the various
homelandsy aud in Chapter 6 an attempt is wmade %o determine the
extend to vhich resources ave being allocated inm necovdance with the
rolotive neods of the homelands. In the smme chapber we algo
intend o determine the growth potential of the homeland economiss
on the bagle of the exigbing gpatlal allecation of resonrces.
Pinally, in the geneval conclugion at the end, we sghall summarize
the major findings of the study, and moke gome proposals for a

possible luprovement in the overall performance of the policy.
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SECTION I. A GENERAL, REVIEW AND BVATUATION OF PAST DEVELOPMENTS
TH TR POLLCY OF HOMBLAND DEVEGLODMRNT

Chapter Lo The Tomlinson Commission Report and the
Decade of the Sixties

The Tonmlinson Commission Reportlg vhich is the major subject
of this chapter, forms the cornerstone of the policy of homeland
developmenty and ap such, it signifies the fivebt atiempt by
Whites to bring about a wmore equiltable distribublon of resources
between the vevions population groups of South Africa. In
seobions (1) and (1) below we shall discuss and evaluate the
general objective and specific recouwmendations of the weport.

The ivitial réaction to the weport, which has remained a somewhal
controvergial issue to this very day, forms the éubject of

section (1ii). Seection (iv) deals with institutional development,
and section (v) with econowmic development in the homelands during
the decade of the sixties. In the final sgection a number of
problen areas ave oubtlined with the purpose of indicating the
reasons for soms of the more recent developmenis in the homeland

development policy.

1 Union of South Africat Summary of the Report of the
Commiseion for the Socio-Boonomic Development of the Bantu
Arveas within the Union of South Afriea, U.G. 61/1955,
Goverpunent Printer, Pretoria.




(1) The Tomlingon Commission Reporit: General Objective and
Specific Proposals

The lengthy report of the Tomlingon Commission was completed
in 1955 and accepted by the Govermment in 1956. The title of the
répart closely rysambxed i%s general teéms of reference, Thosge
vere "to conduet an exhavstive lnquiry into and to report on a
comprehensive scheme for the rehabilitation of the Native Areas
with a view to developing within them a social structure in
keoping with the culture of the Native and based on effective
soclo~economic planning*"a The Commission's taslk, in other
words, wag siuply to draw up and subuil a plan to develop the
Black‘hémelandéaaf the Republic, without unduly disrupting the
‘inhnbitants' traditionsl gystem of social behaviour. The
Government did not formally impose any sccial or political
constraint, other than the preservation of the Blacks' culture,
on the Comnission's congideration of various spatial and other
strategles of developuent.

In thisg respect the Commission placed a somevhat wide
interpretation upon its tevrms of relference. It congidered two
aliternative development strategles, one of which was the
extension of the then existing industrial centres, and the other
the decentralisation of industry to the homelands of the
Republic. TIts subsequent acceptance of the decentralisation
gtrategy, and rejection of the other, was partly based on the
presﬁmed social and economic problems associabted with continued
s 3

expangion in the metropolltan centras. But there was another,

2 Ibide, pe ZViide

3 Ibiddg PPe 108"'109.
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poasibly more impuftant;reason for the Commission's dismizeal of
the pqasibili@y to'furthgr develop the exisﬁing indugtrial centres.
Such a ﬁtrategy,.it was érguedg vould éause "a complete integration
of the various population groups and the.ultimate liquidation of
the Buropeans' right of self-determination, their identity and
their gurvival as a separste anational entitya"q The Conmimsion
was clesy on this point: "There can be no wmliddle course in' the
future. lndeeéé the present so=called niddle waﬁ leads, as
already pointed‘out,.ineseapably towards integration. The only
alternatives are, therefore, cither thé-path of ultimate complete
inbegration (i.c. of fusion with the Buropeans), oy that of
ultimate domplete separvation bétween Europeans and Bantu¢"5

The general cbjective of the Commission's recommendations
was to allow as meny Blacks as possible to lead a full and
productive 1ife in ench of the respective homelands.
"he ideal should be that the nonwﬁan%ﬁ arvaeas house a gwiftly
shrinking proportion of the total Bauntu populatione”6
This was to be achieved by a sufficlently diversified ond well-
balanced economic development programms designed to provide
employment Lo both the then ewisting population of the homelands,
as well as a large, though unspecified proportion of Blacks
permanently working and living in the non-homeland aveas of the

Republic, The Commission's detailed proposals for the development

b Ibid.y p. 106.
5 Ibide
6 Ibide, ps 184,
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7

of agriculture in the -homelands,® Tormed the bagmis of ite
esﬁimate of the surplus agricultural population in the howmelands,
a cabegory for which, in addition to the afore-mentioned propor-
tion of non~homedend Blacks, non-agriculitural employment hed tot
be made available in selected growth points situated within and
'close by the various homelands.8

The year 1931 was set ap a preliminary target by which
time the homelands were Lo provide a livelihood ﬁolabout Q
million Blacks, or 68 per cent of the total Black populabion.
This porcentage was to be raised to 70 per cent by the turn of
the centurys Of the number of 9 willion Blacks spproximately
7 million vereto make a living from income earned within the
homelands, while the remaining 2 willion were to live on income
derived from industrial development in the border areas.
Fulfilment of these targets was estimated to require the ereation
of about 50,000 jobs each year, 20,000 in gecondary and 30,006
in gervice industrios.

Phe Commizsion put forward proposals for the development
of mining, secondary lundustzry and gervices in the homelonds.
The bulk of the service industries was to be provided by the

Government, while investment in manufacturing asnd coustruction

was to be the respongibility of both private ecaterprises as well

7 These will be discussed in Chapiers L and 5.

The selection of growlh poinis were made on the basls of such
factors as the availability of imput faclors, population
density and the exiphbing scale of economic activity. Growth
poinks close by or next to the homelands, cowmonly referred to
as border arcas, ave situated in the so~called White areas at
nornal. travelling distances from Black townchips developed just
inside the borders of the respective homelands.
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as a Government controlled development corporation. The
Commission argued a particularly strong case for investment
in the homelands by Vhite industrislists. This was to occur on
a temporary basis according to which all managerial, supervisory
and gkilled tasks were gradually transferred Yo the Blavks.
A vase was also made for the establishment of wrelatively sumall
labour-intensgive iﬁdusﬁries capable of meeting'demesﬁic and,
in sgome cases, non-homeland demand. Such industries included
textile, clothing, footwear, furaiture, Light metal work, cement,
"~ food cgnning and decoxrtication industries. Tyrom the point of
view of the availability of factor inpute, the Commission
~considered it best not to encourage the development of capital-
intensive industries during the initial stages of development.
Finallm total costs of operations in the firslt 10 years of
the plan were egtimated at R209 million. The proposed financial
requiroments of the plan are summarized in Table l.le.

TABLE 1.1 The Betimated Financial Reguirements of the
Tomlinson Commission's Propeosed Develovment Plan

Jtem R millions
Agricultural and Forvestry Development 75,8
Mining escwecsocvosscovsssscvoosassosa 2.0
Secondary and Tertiary Development .. 60,0
Township DOVELOPHMENt eoscossnccansos 2.0
Provision of Basic Tacilities eceoes 26,0
Hoolith Services cocosomacscevecssnno 10,0
BAueation ssocesesasccosoccscuscacoca 6.0
Welfare Bervlices esesvsesscssessannsssos Te2
TOPAL,  onnvevecnncascnns 209,0
) s

Source: Tomlinson Commission Report, op.cit., p. 206.
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From the table it can be seen that agricultural and forestry
developmont (35 per cent) and secondary and tertiary development
(29 per cent) constituted by far the largest proportions of the
estimated finanoiai requivenents of the development programmo.
Other less important items of expenditure included townehip
development (11.5 per cent) and the provision of basic facilities
such as roads and water (12 per cent). It is therefore clear
that the Commission placed mmch more emphagié on agricultural.
and indusirial development than on the development of the social

and physical infrastructure of the homelands.

(11) Morite and Demerits of the Report

' Any assessment of the Report's contribution to social and
economic change in South Africa mmet lake into account the fact
that the Commisgion's original recomuendatlon to segregabe and
develop the Black homelands, was based primarily upon its own
notion of a proper ethnic distribution and system of polictics
in South Africn. The rejecﬁiah of the cenbtralisation theme,
for example, was determined by what, in the Comuiggion's view,
constituted a steble system of race smd political relationchips
between the Blacks and Whites of the country as a whole. The
pocio=cconomic development of the howmelsmds, on the dﬁher hand,
entered the discussion on éhe relative wmerite of the
centralisation and decentralisation strategles only to a very
limited extont.’
It follows from thig that the proposed econcmic development

programme, having heen subjected to a given spatial allocation of

9 Sec Tomlingon Commission Report, op.cites po 109, par. 9.
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resources, does not necessarily describe an optimum solution

to the problem of the econonlc underdevelopmeﬂt of the homelands.
Ingtead of ruling out "middle course" solutions, the Commission
could have explored the posgible effect on economic development
in the homelands of increased migration from the homelands to the
metropolitan and other nor-homeland growth centres of the
Republic. It is not unlikely that increased oub-migration
would have facilitated the development of agriculiuvre in the
homelands through its affect on the land-lsbour and capibal-labouy
ratio's of the homeland economies. Such migration policies
could have heen supplemented by a policy of decontralisation
whereby private industrialists decentralized to growth points
selected, not in terms of loecationsl proximity to the homelands,
but purely on the basls of their relative growth potential.

On the other hand, the Commiselon mist be credited for
clearly specifying the economic costs and general implicationg
of its proposed development programmes It frequently emphaslised
the immense sacrifices expected from wnite South Afrieans to
make possible the execution of the development plan. The. report
also reveals a vealistic appreciation of the economic problem in
the homelands.  As part of the proposed agriculiural development
prograume, for examplé,agricultural land was to he divided into
farm or Ffemily holdings in such a way as to ensure that each
full-time farming family would be zble to meet its own immediate
food requirements with the use of the then existing methods of
oroduction. Any subsequent improvement in agricultural practices
and methods, which the Commission expechted Lo materialise only
in %hé very long run, would have enabled the farming population

to supply the non-farming population with agricultural produce.
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Some specific points of critlcism ought finally to be made.
Firgtly, the Commission failed to examine the income geunerating
potential of its ewploywment biassed policy of development.

Policies which attempt to maximise the growth of employment may
genevate lower levels of income than policies promoting a more
balanced allocation of production factarslo; thig may be due ta

the Tact that the relative chortage of capital-lintensive indumtries sets
a limit on the growth of income in the long run. On the other hand,
a high level of income may not be very meaningful if it is not
equitably disbributeds The development problem ig in many wvays
also a problem of the distribution of income. The solution to

this problem is partly dependent upon the extent to which the

supply of unglilled labour can be utilisedllg and in this respect
the Commission did well to recommend the promotion of sguch labour-
intenmivé industries as textiles, footwear and furniture.

Secondly, the proposed rate of development has heen criticised
becauge of the fact that it was partly based on rates of growth
and urbanisation experienced in Canada and other advanced caunﬁriesla.
The Commission's proposed rate of nmigration between the non-
homeland arveas and the howmelends, for example, was directly based
on rates of migration in Canada. Thig seems to be unjustified in
view of the obvious differences in skill belween Black migrants and

the immigrants of much an economically advenced country as Canadaa

10 See International Labour Office: Imployment and Feonomic Growth,
Studies and Reportsy New Seriesy No. 67, 1964, pp. 52«54,

11 This arpgument is taken up again in Section ITI below.
12 le Roux, Pud. du Pst "Diec Sekondére en Tersibre
Nywerheidsontwikkeling van die Bantoe Tuislande", Unpublished

BeComm. Honours dissertation, University of Stellenbosch, 1969,
Po L2 '
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Similarly, the Commission's estimates of the ewployment

digtribution between secondary and tertiary industiies seemed

. . 13
to have been based on the experiences of advanced economies. 4

There is certainly no evidence to muggest that the number of
lobourers employed in services, as o percentage of the total
Labour forcey im the same for countries experiencing different
levele of ecconomic development. In this respect Lo Roux
congiders the Commigeion's estimated nuwmber of 30,000 service
jobs to be too high in relation to the number of 20,000 jobs in
secondary industriea.lh

Thirdly, the proposed sum of R209 million for the first
ten years, or R20,9 million per year, seems at first glance too
little with which to finance the propoeed development programme.
While there are no generally set standards of the average cost
of employment, the necessity to erect costly services in the
early stages of development, seems to suggest that the average
cost of employment rises more rapidly than the rate of
employment growth at rglatively low lovels of economic develop-
ment. VWhile it would be unfair to compare the Commission's
estimates of total and average costs with relatively recent
estimates of the average cost of employment, some interesting
comparisons emerge from others' esrlier estimates. Frij@hnls
showed that the employment of one man in secondary and tertiary
industries requires, on the average, a total invemtment of
approximately R2;000. Similarly, the proposed prﬁvision of

50000 jobs has been estimated to require an average investment of

1% Ibide

15 TFrijohn, Ho: '"Border Industries', Journal of Race Relations,
1962’ po 2’"‘0
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RO million per year.16 Thie is equal to R1,300 per job

compared to the Commigsion's corvesponding estimate of;R&OO,
Finally, while cne is left in no doubt about the proposed

. measures to prevent White industrialists from settling in the

homelands on a permanent rather than temporary basis, the.

Commisgion failéd to specify possible ways of attracting

industry to the homelands. This is indeed a curious omission

in view of the apparent importance attached to the role of private

enterprise in the development of the homelands.

(iii) The Initial Reaction to the Commission's Report

The Commigsion's report was acknowledged and partly
accepted by the Goverament in a White Paper published in 1956.1?
Uhile The Government supported the Commismion's peneral
stomdpoint on separéﬁe ethnic developuénty it digagreed with
the reportls general '"hig push! approach o the development of
the homelends. It was argued that industrial development in
the homelands, on the seale recommended by the Gommiﬁmion, would
poge a threal to exisbting industries in the non~homeland aear
of the Republic. The Govermmen® algoe dlsagreed with alid forih-
with'xejenﬁed the recommendation that WVhite indushrialiists shonl
actively pavticipste in the develepment of the homelandss  Tho
view was token that Blacks were unable to compete with Whites
on an equal footing, so thab the danger arose that the Blocke
vould he uuduly subordinated to wni@é dictation if ewposed to

)

conditions of unlimited competition.

.

16 Stacys RDet "Implications of Territorial Segregation in South
Afwice," South Afrloan Journal of Bconomics, Vol 34, Nos 1,
Mavchy 1966, Pe 624 '

17 Union of South Afwrica, White Papery W.P.-I' 1956, Government
Printer, Pretorias
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In the event ihmaﬁ@vernmenﬁ, having chosen not Yo commib
itself to amy predetermined tavget of dovelopment, decreed that
a provigional sum of R?73 willion should be set aside for the
developmént of the homelands. This was but a third of the amount
proposed by the Tomlinson Commlssion which was, aeg argued before,
already insufficient for the purpeses of creating productive
employment opportunitics in the homelandss  The amount of R73
million included sums of RL3 million; or 59 per cent, voted for
agriculiural and forestry development and R10 million, or 14 per
centy voted for tﬁe provigion of bapic infrastructlonsl mervices.
For gome mysterious reason no provision wag made for industrial
developmanﬁ in the homelands. The Minlster concermed declareds
T think it would be catastrophic to establish subsidised White
Industries in Native Areas in competition with the existing White
industries. Therefore that £30 million falls aWay"ls = Mehat
£30 million", however, belng the amount proposed by the Commission
for the development of mecondary and tertlary iudustries in the:
homelands, was cértainly net only intended for the subsidisation
by the CGovernment of Vhite industries, but also for the establishment
of pbate and Dlack industries within the homelandse Furthormore,
inveptment forfeited by the Government's declgion not to allow
White Industrialiste to invest in the homelands wass: in all
probebility, not very significant. ‘Moo« the iseue hag for a
congiderable time been rather confused by the political policy of
preventing White capital from entering these areas. Ao far as wo

can judge, this was a complete ved herring, for the reason that

18 NWiewwenhuysen, J.P.3 "Heonomic Policies in the Reserves since
the Tomlinson Report,"  South African Journal of Leonomlcs,
March, 1964, pe 9
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during the timé this policy was adhered to, very few investment
opporiunitics really exisﬁedn”lg

Verwoerd's arrival on the political scene marked the
beginning of a more determined, though hot ﬁﬁsh different, approach
to the homeland development policy. IHe firmly underlined the
traditional Govarnmént approach by emphasising The humsn clement
involveq in the process of economic developument. Alﬁhdugh the
Tomlinson Commuisslon occasionally appreciated the human constraints
to development, Verwoerd attached much move importance to the need
te preserve the emotional stability and goolal way of life of the
Blacks. "The purpose of cconomic developments is not to create

20 e

welfare but to create the abilily to create welfave.”
Verwoerdian era'is perhaps best deseribed by Siwpson when he
writes:  Indeed during hig Lifetime the Verwoerdian policy of
separate development wore and more took on the Yrappings of an
evolutionary apartheid rather than of a revolutionary vision of
developmen%u”gl
The increased emphagis placed on the development of the

border areas was a dirvect corollary to the Verwoordisn philosophy.

Inptead of investment within the homelands, White industrialiste

12 Tlombard, J.de, Htadler, Je«J« and Ven dex Merwe, Podo¢ The
Concept of Beonomic Cooperation in Southern Africa, Heonburo
(Piy) Timited, Pretoria, 1968, p. U3

20 Translated quotation from Smit, Pt "Tendense van Onbtwikkeling
in die Bantoegebiede van Suid-Afrika', Aeta Geographica, 1967,
Po 50,

21 Siwpgon, Foi "Separate Development and Dy Verwoerd,"
New Nation, 7th July, 1969, p. 7.
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ware Lo be encouraged to locate in border areas such as
Hammersdale (near Kwazulu) and Rosslyn (Bophuthatsvana). In
1960 the Permanent Comniltee for the Location of Industry was
pet up to deecide on 5uitable growbh polntes and sn appropriate
syoten of incentives. The prdvigion of servides was to be the
raspongibility of the local and central Governments, while the
long established State owned Industrial Development Corporation
was to assish Vhite industrlialists wishing to set up concerns
'in the border areas.

In these cirvoumstances it ig hardly surprising o fiad
thot, apart from the establishment of the Bantu Investment
Covporation worth RL willion, no funds were allocated to
industrial development within the homelands duriang Verwoerd's
tern of‘officea The Governuwent's contluued vepudiation of the
"hig push” pirategy can be seen from the amounts of expenditure
voted for the development of the homelands and border aveas
as o whole. In the year 1960/61, for instance, R17.5 million
was set aside for homeland devalopment»ga In 1961 the
Governnent wanounced Lts first five-year pian in which a total
amount of RLAL million, or R23 million per year, vas voted for
the development of the homel&ndsngg Allowing for changes in the
general price level, these sume probably did not represent sube

sbtantial inorveéases over the previously proposed amounts of about

22 Weuwenhuyeery JePay Ope¢ilss ppe 10-11l.

2% Uhe labter amount consbituted only 2.5 per ceni of the
Government's total budget in 1961 (See Republic of South
Africas VWhite Paper in counnection with the Budget Statement,
196465, WoPoBa = 6ly Government Printer, p. 36)
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R7 million per year. The total sum of RLL4 million applied %o
townehip development amd the provision of baﬁic.servicea (to the
extont of 72 per cent) and agriculiural and forestf& devéio@ment
(28 por cent}eaa Aad it follows thal the Tirst fivéﬁyearfpian,
in contrast with previous budgetsy placed far more emphaosis on
infrastructural development than on<&gri¢ultura1 and forestry
.development in the homelonds. — | |

Since the five—ye&r plan vag, hmwever, never tebled in
pariiament, and many individual items of expenditure nof realised
in practice, Ver#deﬁd‘s'budgets wauld'geem té have portrayed
little else than a rather hesitant willingness to extract move
noney from the taxpayér for the PUrPOses of homeland developuent.
On the other hand, Verwoerd's sincarity and respect Tor the Black
eulture, Jjudging by his well pﬁblicised public addresses, seeun
beyond question and probably worthy of much praise. .His failure
to aécede to recguests by Blescks to establish parhneﬁéhips wifh
White Industrialists ig the,hdmalaﬁds, hovever, sigiifics an
inability to vealise the sheer economic (and political) necessity
of developing the homelands at the fastesl possible rate. Given
the appallingly low standards of living in the homelands$25 it is
indeed odd that doubt should have exisgted over the correct trade-

off between inoreased economic developuwent on the one hand, and

the preservation of traditional though hungry values on the other.

24 Fouche, P.: Die Finanslering van Bantoeontwikkeling en
Adninigtrasie, unpublished B. Comm. Honours dissertation,
University of Stellenbosch, 1969, p. 5.

25 See p 29 below.
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(iv) Institutional Developmenis in the Sixbies

The decade of the sixbies can be described as South Africa's
dacade of Ygreat debates.”™ More people became more conscious of
the immense importance the policy of homelsnd development held
for the country's fulure; incveased public involvement expressed
iteelf in the forms of bustling politleisming, heated academic
debate, extensive nevs coverage, the relatively ambitious sccond
five-year plan, and the decision to allow White enterprises to
invest in the homelands.

In May, 1967 the Government announced its second five-year
plan in vhich no less than RY90 million was voted for the
development af‘thé'homelanda and border areas,26 Thisg was equal
to sbout RIO0 million per year or 5 per cent of the Government's
total hudget in 1967, ‘The individual items of planned expenw

diture are pummarized in Table 1.2.

TABLE 1.2 The Distribution of Public Uspenditure voted

for in the Second Five Year Plan

item R millions

Vormaetint T I T A D AT LY
Agricultural and Fovestry Development occsas 31.9
Secondary and Tertiary Development asscescas 2065

Township Development and the Provision of

Bagic S0rvVice8 seoscessccvessapscsscnosno 13‘"!%8
Bducation ococoecncccascceoconssnssssscscsces 163@6
Welfaz‘e Ser\?iceﬁ Qn-oe;oc-aaanana;ooonoooaae 88:9
Okh@:‘? DIAUGIIROGIBANARODOOOGRQADOHOGNDAIDIBHECLY 2291
TOTAL CAdnBLODOCONSOODODSOBDH ’"!'90‘8
SRR

fource: Foughe, Pey 9pecitey ppes 67

26 Die Burgers "Bantoe Tuilstes: RS500 milj. oor vyf jaanr,"
19{7}1 Mﬂy, 196'7, Pa 1.
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The table shows that the second fiveayéar.plan vags simllar
to the first one insofar as the proposed expenditure on
township and basic service development (a# 27.5 per cent)
constituteﬁ a relatively lavge proportion of the total budgeiu
Increased prossure exerted on the Governwment by the howmelond
autharitiee probably accounted for the fact that education
(3)- per cent) formed tha lavgest proportlon of total
expenditure voted for in the second:plan.z? Vore important,
however, from the point of view of sccelerated economic
development in the short ifua, was the fact that about RO million,
or 8 per cent of the btotal budget, was voted for industrlal
developments the first such étep taken in the more than decade
old policy of homeland development. There was, hQWGvér no
guarantee thalt the totaj amount of R491 million would be spent,
as the South African system of budgeting requires that all
exponditures be approvéd by Govornment each year, In facﬁ;
total expenditvre On'homeland developﬁent in ench of the fifst
three years of the plan amounted to jusﬁ over half of the
avevage snmmal amount voted for in the élan.gg

By Mavch, 1968 the Bantn Investment Corporvation, in spite
of modasﬁ beginnings, managed to inecrease ites capital stock
by tenfold. Since the activities of the Corporation were,
howéver, mostly limited to the subsldigation of gervice
industrieas, rather than secondafy industries, the Minister of

Bantu Aduinistration and Development declared in 1965 the

27 See Lonbard, J.A. and Van dey Merwe, P.J.¥ "Central Problems
of the Hconomic Developuent of Dantu Homelands," Finance and
Trade Review, Vole X, Nos L, June 1972, p. 16. '

28 Sce South African Institute of Rage Relationst A Survey of

Race Relations ln South Africa, Natal Vitness (Pty) Lide,
1968, pe 149 and 1969, Ps 1524
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Governunent's intention to set up development corporations for
each homeland with a view to promoting industrial development

within the homelandse>?

In the game year the Xhosa Develop-
ment Corporation was established with an initial capital. stoclk
of Rl million. 1In 196§ the Bantu Mining Corporation wam set up
to undevtake systematic geological and physiographic surve&a with
the purpose of developing the mineral resources of the homelands
more intensively than in the past.

By far the mogt interesting occurrence of the decade was
the decision t0 allow privete Vhite industrialistes to locate in
the interior of the homelands; it was hoped that the introduction
of modern technology in the backward homeland economies would
facilitate the development task. Vhite investment in the
homelands was henceforth to occur on a so-called agency bagis
according to which any White ownership of fixed property was
strictly forbidden. The Bantu Investment Corporation, as
trustee for the Blacks, was to provide the decentralising fivm
with land and sppropriate buildings against payment of a
reasonable rental, while the decentralising firm was to provide
the necessary equipment, machinery and working capltal from own
funds or from funds made available by the Corporation on a loan
basige TIn terms of an agreement between the Corporation and the
industrisalist, the Corporation, or its nominee, was Lo have the
right to purchase the industry as a going concern, at'a price
determined by agreement between the parties, at the expiry of the

50
term of contracte.

29 See Bantu Investment Corporation: Annual Report and Accounts,
31 Mavch, 1968, Goverument Printer.

30 8ee Adendorff, J.: The Case for Investment by Industry in
the Bantu Homelands, Permanent Committee for the Location of

Industry, 1971.
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Incentives such as grants, tax and rvent concessions, lov
interest-bearing loans, railage rebates, tender preferences and
the cheap provision of basic services, all of which were already
applicable to the border arveagy were to be made avallable to
enterprises wishing to locate in the Black homeland&.al
Babelegi (in 1969) and Sithebe (1970) were provisionally set
amlde and developed as growth points in the respective homelsnds
of Bophuthatswana and Kwazulus It was ostimated that in Babelegl
about 10,000 Black workers would eventually be provided with
manufacturing employment.B2 Farther growth points were to be
developed at Butterworth and Untata (in the Transkei), Witzieshook
(in Bagotho-guaqua) and Letaba and Seshego "(in the northern homew
landsa

The CGovernment also decided o introduce some sort of
"push effect! into its slow emerging policy of decontralisation.
This was done by the implementation in 1967 of ithe Physical
Planning and Utilisation of Resources Act, according to which no
land wan allowed to be zoned for industrial purposes without the
prior approval of the Minigter of Plaming. ‘The Minister had
the amthority to curtall or stop industrial expansion in the
metropolitan centres, thereby encouraging enterpriges to
establish or expsnd in the bovder areas or interior growth points

of the homelands.

31 Peraanent Commlttee for the Iocation of Industry: Anmual
Reports 1969 and 1970, Government Printer.

%2 Decentralipation Board: Annual Report 1971, pe Gey

Governument Printer.
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(v) Iconomic Progress in the Sixltiesg

Notuwithstanding the wany institutional changes which have
been made duving ﬁhe decéde of the sixtles, not much progress
vag made in achleving even the modest goal of establishing a
sound basis for the future economic development of the homelands.
Horeover, devalopmeﬁ% was limited to sectors and reglons
containing a relatively limited employment potential; by tho
end of the decade approximately 55 per cent of the tobal |

%5
27 some 70

'agrigultural land of the homelands had heen planned,
Al townahipsfdévélopedgga and an average of about 7,000 indus-
_trial jobs pro?idéﬁ in“ihe border areas and inberior growth
bbints cach year.35 .'it may be umeful to briefly specify the

' ,ﬁrogream made ih‘réspect of each of thege categories, nameiy

. agyiculiure, townahip.development and industripl decenbralisation.

Agricultural'development in the homelands, having been

partly based on the recommendations of the Tonlinson Commission,
depended largely on the implementation of relatively land=
intensive (as opposed to labour- and capital-intensive)

developnend pregrammas;’

During'the decade of the sixbies,

foi instancey the Governménﬁ spent somo R6O milllon on agriculiural
activities such as irrigation and weter supply (27 per cent),
afforestation (25 per éent), soil conservation (16 per cent) and

Kt
reclamation and fencing (16 pew cent)oj? The agricultural

bk Depafﬁment of Bantu Aduinistyravion and Development: Avnual
Report, Section Bantu Agriculture, G.P.S. 86966 ~ 1971-72.425,
Government Priunbter p. 3.

3h  Institute of Race Relations, 1970, gp.cit.s po 161
35 Permanent Committee, 1969, gpe.cites po 15
36 See Chapter 4 below.

37 Republic of South Africa, Dopartment of Foreign Affairs:
South Africa « a Multiracial Country, Government Printer,

pﬂcember, 1971, Pe 35.
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developuent policy yeﬂ&erad~very modest results during this times

for example, although 5% per vent of the total land surface had

‘been plammed, the laék‘of intensive developument projects almost

certainly contributed to the fact thal the average grain yield

per unit of land remained more or less unchanged at a level

comparable with the 1owéé§fin the worlds

38

Township development in the homelemds proceeded at a rate

which far exceeded the rates of industrialisation and

employment creation.  Approximate1y one half of the abové

nentioned ?O tmwnﬁhips'was ereoted for the sole purposes of

prqviding accmmmadatibn,%a Blacks who lad: baen, movednor'

regettled from municipal locations in "White" or non-homeland

South Africa to the homelandss

2 . ]
7 tombard ™ has estinated thab

ag many as 194,000 individuals have been rosettled from the none

homeland to homeland regions between 1968 and 1970.  Tn another

study it is estimated that some 3900,000 individuals were

. . » ,
resettled botween 1959 and 1969.*1 The resetilement policyy

so-called, olearly vetarded the growth of per capita income in

. ' . Wl
the homelands during the time period in qneﬁtionﬁﬁ“ The population

38

39

L)
ha

Department of Bantu Adminlstration and Development, gpecita

Ppe 5 and 70,

Lombard, JeAes "Problems of Regional Economic Programming in
The Development of the Bantu Homelands", Sonth Africen Jouraal
of Teonomics, Vole 39, 1971, pa 396.

Thide.

Barbara Rogerst ‘The Bantu Homelands, publication of the

International Defence and Ald Fund, Christian Action Publications
Ttde s, London, 1972, pe 39

See pa 31 bolowe
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problem was sggravabed by the fact that, whereas industrialisation
vcourred mainly in the border sicas, the development of resetitlement
towns took place deeper within the homelands, ¢.g. Sada (in the
Cigkei) and Madikwe (in Bophuthatswana). This led fo the regional
dispersal of industyrial location on the one hand, and population
sottlement on the other.

The policy of decentralisation, as mentioned before,

succeeded in providing 78,000 Blacks with employment in secondary
industry in and avound the homelonds between 1960 and 1971.“3
Thig lo equal to an average rale of about 7,000 jobe per year.
In the interior growth points, however, only about 4,000 Blacks
managed to obbtain employment in secondary industries. This was
probably due to the fact that the development of the interior
poiotes was only commenced with towards the end of the decade.

that has been the overall effect of these policy developments
on the economies of the homelands? This is partly reflected iin
estimates of the gross geographic product (GGP) of the rogions
In 196667 the GGP of the homelands {(at current prices) was
estimated at R160 million, or 1.9 per cent of the Republic;s GoP,
as egoinst RL18 million in 196C-61, or 2.4 per cent of Gﬁpnqh
The former amount increasses to RLO8 million if the total oubside

earnings of homeland migrants btemporarily working in non~homeland

L3 For an account of industrial decentralisation in the sixties
gee Bell, T3 Industrial Decentralisation In South Afvica,

Oxfoxd Univergity Press, 1973.

bl Stadler, Jed.t '"Demograficse en REdonomiecse Kenmerke van die
Suid= Afrikasnse Bantoetulsleands," A'rekon; Vol. 9, No. 1,
January, 1970, pp. 2425, These esbimates were bhased on
caleulations made for the Transkei by the Buro vir Ekonomiese
Politielk en Analise of the University of Pretoria.



areagy are added.. Alloving for the fact that approxiwately one
fifth of outmide sarnings ave usually sent or taken baek to the
thGl&ndﬁqgs the income per head of Blacks permanently living in
the homelands (L.e. the de facto Black population) is estimated to
“have increased from R36 in 1960-61 to R4 in 1966-67. Similarlys
income per head of the total de jure population, iL.e. those
permanently living‘in the homelands plus homeland migrants,
increased from R55 to R75 bebween the same two yeérau

Due to clanges in the value of money; it de not unlikely that
the real income per head of the de facto population could have
declined during the decade of the Sixﬁiesaué While it 1s interestw
ing to note ﬁhaﬁvsimilar tendencies have cccurred in most other

!4.'7

AMrican countries, it should bhe mentioned that, in the case of
the homelande, increases in the outside earnings of migrants have
probably enabled the tolal de jure homeland population to maintaln
and even improve its sbandard of living. Thi.g ilmplies that the

howelands have become increasingly dependent upon the non-homelend

or White economy during the 1960%'s,

(vi) Conglusion
There are many possible reasons for the fact that the

Government's past efforts to develop the homelands have falled to

hﬁ_ See Ieistner, G.M«E.: "Economic Aspects of Bantu migrent Labouw,
Unpublished D.Phil.-Thesig, University of Stellenbosch, 1963.

6 See Stadler, J-J«, DE-G:H:QQ Pu 26.

L9  See United Nations Tood and Agricultural Organisation: African
Agriculiural Development, New York, 1966,
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make much impact on the economiesn of the homelends.  Apart fron
general budget constraints and specific policy imperfections,
~ the lack of performance of Tthe pollcy musht be generally
attributed to the enormous and partly inherited leeway thai had
to be made-up during the sixties and thereafter; the economic
problem, so to speal, was clearly aggravated by the Verwoerd
Government's apparently halfwhearted reaction to the wrecommen-
dations of the Tomlingon Commigeion report. Real economic
progress vwas also hampered by the lengthy time lags invelved in
the attainment of administrative and technical know-how, and the
carrying through of institutionsl reform; the latter ig most
obviougly shown by some of the chieftains' refusal to cooperate
vith the Government's land reform and agricultural development
planmoug

The relatively low rate of decentralisation has bheen
generally ascribed to the insufficlent magnitude of the
incentives as well as to therlacK of-gpatidlidifferéntiation
enbodied in the system of incentivess the'incentives
favoured the growth points of Bophuthatswana and seriously

neglected thoge of the Transkeim49

The vagueness and complex
nature of the Physical Planning fet, furthemmore, caused much

meertainty among the White business community about the

48  See Houghton, D.H.: The South African Teonomy, Oxford
University Press, Cape Town, 1964, p. 77,

49 Towbard, Jehe, Op.cit. These points are¢ further discussed
in the next chapter.
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availability of Black 1abouf and, more generally, the'fuﬁure of
indugtrial expansion in the metvopoliltan arcas of the countryﬁo;
it is now generally é@oﬁgﬂisad that the Act was mainly reéponm
sible for the recedl decline in fixed ilnvestment by the pri#ate
sec%or¢51

Finally, snd most lmportantly, the fallure to bring sgbout
any significant increase in the Black's standard of living must
be largely atﬁributad Lo the phenonmenal incréase in the homeland
populetion between 1960 and 1970, The da facto population
increased from 4.3 million bo 7 millioh and the de jure one from
k.8 million to 7.7 millicn betuween 1960 and 19?Ou52 Thig
unconmonly large inerea&e was partly caused by territorial
enlargenents and the policy of population resetilement. . The
above-nentioned estimates of population resettlement indicaste that
an much as 31 pey cent of the increase in the @e jure populabion
between 1960 and 1970, could have been accounted for by population
resettlement, It would thereforve appear thal in the sixties
l"oo; the most esmenﬁial~dimensian'bf‘thﬁ polic& was congidered

10 be the programme serving the purpose of population setilement.

o5

50 Ibid.

51 Buream for Beonomic Reseawchs A survey of Coutemporary Hconomic
Conditions and Prospects fovr 1970, University of Stellenbosch,
1969, p. 1k o

52 Department of Statistics:s Population Ceunsus 6 May 1970,

Population of Cities, Towns and Rural Arcas, Report No. 02-05-01,

D1, D10, Government Printer.

5% Lombard, Jehoe, 0pscitey ps 396



Chapter 2. Regent Dovelopments in the lomeland
Developuent Policy

The Government has in the past employed a rather
vaclllating "ability to péy" approach to the problem of honelaud
budgeling. More often than not, homeland budgets have depene
ded on revenue left over after sccount had been taken of wost
other major items of public expenditure; and it seems nsedless
to add that lefteovers never really succeed in satisfying even
the most wnassuming needs.

Realizing the need to introduce some mense of purpose into
the policy, the Government recently set more vealistic objectives
and targets for the future. These ave discussed in section (i)
below. The policy of indughrial decentralipation, which has
become one of the most ilnportant determinants of economic
developuwent in lthe homelands, is dealt with in sections (ii) and
(1ii).  This is done in a purely descriptive way with the
purpose of preparing the ground for our subsequent analysis of
economic mtrategy in the homelands. In the final section sowme
general ohservations are made, many of which will be move

thoroughly explored in the swbsequent chaplers.

(1) The Present Objectives of the Policy

The present objectlve of the policy is to keep the ratio of
homeland Blacks to nou~homeland Blacks more or less unchanged
during the foresecazble future. 'This is to be done by providing
jobs in and avound the homelands equal in number to the increase

in the male lshour force of the (de jure) homeland populationol

1 See Reynders, Hed.Jd.? "Die Werkverskaffingspotensiaal in die
Tuiglende met besondere verwvysing na Nyverheildsdesentralisasie,"
in South Africa Buresu for Race Relatiocans: Tuiglondontwikkeling -
'n Program vir die Sewentigerjare, SABRA, 1970, pp. 71-72.
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The latter task bas been estimated to require the creation of

about 40,000 jobs in the homelands each year.a

More recently,
Laﬁbard aad Van der Herweg estimated that the male lebour force
of the (de Jure) homeland population increased by gome 60,000
individuals each year boelween 1972 aad 1974 The lather
estimate, in contrast with the former, was based on the recently
released vesults of the 1970 ceénsuss It ig not pn)gibla,.however.
to ascertain from official policy declavations which of thé two
esbimates, if any, the CGoverament has ewmployed as thé‘éhployment
objective of the homeland davelopment.pﬁlie“‘ N
Nevertheless, the Industrial Development Corporation has
recently set iteelf the task of providing 23,500 jobe enéh:year
‘in the border areas as from 1071, 11,000 of which were to he
provided by the Government and 12,500 by private enterprise-#
The average annual cost of the operation, vhich was estimated at
R8O million, included the expected expenses of the Corporation
itself, private enbterorise and the Governmenk. On anothex
oceasion, the Bantu Investuent Corporation declared its intentlon
to provide 25,000 jobs in the homelands betvesn 1970 and 1975.5
The total capltal requirements were estimated at R10% million,

half of which was to be allocated to industrial undertakings,s

2 Ibid., ps 71. See aleo Stadler, J.J.¢ "Nywerheidsontwikk%ling
in die Bantoetuislande," Journal of Race Relabions, Vol. §8,
1967, po 176. '
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The figure of R1OL million excluded expenses expected to be carried
by the deeanﬁr&lising‘firms themselvesy and the cost of providing
infrastructure.

No official account seems to have been btaken of the
remaining pavt of the above-nonibioned employment ltavgets of
Lo,000 or‘G0,000 jobs per year, i.cs 40,000 or 60,000 minug
2%,500 minug 5,000, Tt must therefore be assumecd that the rest
wvas to be provided by the Xhosa Development Corporabion (in the
Transited and Cigkel), Bantu Mining Corporation, Government
sevvices in the homelands smd, more generally, by local activities
induced by these autonomous formg of invesbment.

While it is not cleavr whether or not the new tavgets
forimed part of the second five-year plam, 3t should be briefly
mentioned thet the White and homeland Govermments'! total
expenditure on the development of the homelands amounted to
approximately RL60 million in 197071, R200 million in 1971=~72
mnd R220 mlllion in 1978~7307 Only about one guavber of these
amovats was railsed by the homeland governments themselves in
the forms of domestlic tazation and property transnchbions.  The
remaining three-quarters were voted for by the White parliament
from the Consolidated Revenue Tund. This wmesns that the White
Covernment’s coﬁtribution to homeland development amounted to
about R120 wmillion in 1970-71, R150 million in 1971-72 and

&

R165 million in 1972473, The latter smownt was equal to

7 South African Institute of Race Relationgt A Burvey of Raco
Relations in South Afvica, Natal Witness, reports for 1970, 1971
and 1992,

8 These fipgures exclude financiol and othor assistance glven by
the Government controlled Industrial Development Corporation to
industries locating in he border areas.
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3.5 per cent of\ﬁhe’Gonrnmenﬁ'g total expenditure in 19727347
The provision of welfare and haalthvsaxvioaa (3L per cent)
and educational. fmciliﬁias (21 per cent) Tormed the larpest
proportions of totrl public expenditure in 197273,  Next came
the d@velmpﬁen% of agrleulture, forestry, aeaaﬂdévy and tertiaxy
industries (15 per cent) and population settlement (1 per cent).
It therefore sppears that the prgvision of infrastructural
services is still considered move important then the development
of secondary and tertlary industries in terms of the allocation

of public expsnditure in. the humelandm.le

(1) ZIndustrial Decontralisationt The Disincentive Measures

It wag wmentioned iﬁ the ;aﬁt chapter that th& "pﬁsh" or
digincentive weasures of artlcle 3 of the Physical Plaunning fet
were, from the point of view of adminigtration, excessively
complexs the incentives also did not appeéar Lo be properly
direéted tovards the relative esize of the development problem in
" the various howelandss  The Govermnment accordingly appointed an
inter-deparimental comnitiee to investigate into measures by
vhich o achieve "a more effective implementation of the policy
of decentralisging industries and establishing industries in
1L

decentralised aveas" The Comnittee's Tinding and recommendations

9 See Republic of Soubh Africa, Statisticsl Survey in connection
with the Budget Speech, 19737, WaPsBew 73, Government Printor,

Pe 330

10 This is analysed in more deball in Chaplevr 5 belowe

11 Department of Industriest Vhite Paper on the Report by the
Interdepartmental Committee on the Deceniralisabion of Industries,
 Government Prigter, 1972, pe L - hereafter veférred to as
"the Committes”.  fee also Diamondy CeRet "White Paper on the
Rickert Commitiee Report - An Appraisal', South Africen Journal of
Teononics, Vol. M0, 1972, pp. W60,
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vere accepled by the Govermmént and published in‘a White Paper
vhich was issued by the Depaviment of Industry in 19?2512

The new disincentive measuves are the equivalent of a
pomevhat disguised tax on employment, according to vhich no didugw
try is allowed to expand in the Pretoria-Witwatersrand-Verveoniging
(PWV), Durban-Pinctoun (DP) and other northorn metropollian

centfeﬁlg

unless it g either (1) classified ag location~bound

or (2) has a Black-White employment ratio equal to 2 or less.

In other vords, any nonwlwcati@nwﬁaund o diverﬁibla induetry,

the BlackeWhite employuent ratio of which exceods 2, is not
permitted ta‘asﬁmbliah or oxpand in the PYV, DP and other northern
metropoliten aveas. These industries ore expecied to lovate in
the growth points vherve they may gualifly for a wide range of
finemelal concessions. Indwsitrial expansion in the remaining

o metropolitan cenbres, nawely Port Blizabelbh-Uitenhage and

the wesbern Cape, is subject to the prior approval of the Department
of Planning. The latber centres ave exeluded from the digincentive
neasures because of o shoriage of non-White lebour in the came of
the former, snd a preponderance of Coloured Llubour in the wesbern

!
Cape nl F

In bobh these centres, howevery a concerted effort is
being wade to restrict the cuployment of Blacks ¢ "These aress mush
be looked upon ag maiuly the employment sphere of the Whites and
Coloureds, and the industeial development in these areas will have

to become adjusted to this pattern of labour supply."lg

12 Department of Industries, gp.cilbs
1% Tbidss pe 8o |

1k Ibid.

15 Jhides pe 106
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The Depariment of Plamaing was to prepare a list of those
indusbries which can be regarded as locablon-bound and which would
be permitied to epbablich or expand iu mny of the contrnlledvareas,
even though theiy BlackeWhite employmeni rabio’s exceeded the
legsd limit. The Commitlee further submibbted a list of 21
growth polobs of which most had already been establighed in and
avound the homelands. The list is vepresented in Table 2.1 and
illustrated in Map 1 of Appendix 1.  The table excludes the
border arcap of Rosslyn (near Bophuthabswana) end Hommersdale
{pear Kvezulu) bobh of which had already been fully developed ab
the time of the Committec's voports From the teble 1t appesvs
that no fower than 15 of the 21 geowlh pointe ave situated in the
€White bhorder aveas of the country. The reagon for this ip aluomt
cerbainly the fact thabt, in contrast with the inﬁerior growth
.poinﬁs,lﬁhe border areas ave relabtively well dndowed with basic
infrasbructural services. This concentration on the border aveas
indicates that the Committee stlll thought Ii necessary to "break
down prejudices and make a breakthrough with the pragrammeaﬂlg

It wap further.decided that the selection of growth points
will in fature be undertaken by a so-called Growth Points Committee,
under the chalrmensghip of the Secrotary for Planniung, and consisting
further of representatives of various stabe depaftmeﬁts ad instiﬁn
utions. The Departments of Plaming and of Dantu Administration
and Development were to provide the infrastructure in the border
areas aund homelands respeotively, while the new system of lncentilves

vas t0 bo superviged by a newly appointed Deconbvalisation Board.

16  Permepent Committee for the Location of Industyy: Annual
Report 1966, Govermient Printer, e ls
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Finally, finmncial and other concessions were still to be granted

by the Industrial Development CGorporation to industries locabing

in the border areas; and by the Bantu Investuent and Xhosa

Developnent Corporations to industries locabing in the lnterior

growth points of the homelands.




(341) The Tncentive Meansures

Apaxt from the yrovision of iufrastructural services, the
proposed incentive measures can be divided into two general
rategories, namely the financing of capitai expenditure through
Jlow interest-beaving loansy and the alleviation of current cost
dipadvantages by means of income tax concessions. While a more
detailed account of the incentives is glven in Chapter 6 below,
it may be useful to briefly summarize the major financial
incentives proposed by the CDMMitt@Qvl7 These are as followss

(1) the graating of loans equal to 45 per ceut
of the value of the additional land and
buildings in the border avecas; in the interior
growth points land and bulldings are provided
on & leoase baglss

(2) the granting of loans oqual to 45 per cent of
the value of ﬁhé additional plant oad currvent
nesetss

(3) the reduction of the tax peyable by an amount
equal to 10 per cent of the value of the |
additional plant during the flrst year of
operations

(4} the reduction of the tax payable by an amount
equal. to a specifled percentage of fthe total
wage hill for Blacks duriang the first two years
of opevationy

(5) the existence of state tender price preferoncesj

17 See Department of Tndustries, opecibes ppe 19-263 * and
Decentraligation Board: JAmnual Report 1972, Government Printer.




Lo

(6) the grenting of housing loans for White
pergonmel at low interest rabesy and
(7) the granting of raill rebotes on the transpord

eosts of wanufactured goods.

These concessions, having been in ewistence roughly betueen
1972 amd 1975, do not appear to hove had'much affect on the rate
of indugtrial decentvalisation. Iu the three year-poriod
1972-7l, for example, the nuwber of additional Black employment
opporiunitics ereatéd by decentralised industries in the growth
poinba amounted to 24,000 or 8,300 por yeargla this compares
rather unfavourably with the corresponding estimate of sbout
7,000 per year for the peried 1960 to 19?1619 On the obther hand,
it appears thabt the interior growth points have performed much
better in this vespect during the period 1972-75 than hefore;
in some years wove than half of the total wuwber of additlomal
employment opportunities was created in the interlor growth
pointsaao Thig nay be partly due to the Fact That sowne
concessions are granted on & move liberal scale to ludustrialists
locating in the interior grouwbh polnts, than to thome locating
in the horder araasqal
Some of the phove concessiong have very recontly been

incre&sedga, and in Chapter 6 below an attempt ic wade to debormine

18 Decentralisstion Board:s Awnnal Reports for 1972 4o 1974,
Government Prirber.

19 8Bee p. 28  #Hhbwva.
20 See Table 5.3 in Chapter 5 below.
21 This is fMarther digecussed in Chapter 5 below.

22 See Fagtern Province Herald: "Big New Boost for Border
Indushries'y 5 June, 1975, p. 1la
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the 1ikely effect of these lncreases on the rate and dirvection of
industrial decentredisabion. The mojor chavges have been in
respect of ﬁhé tox concession on the additional plant (see point
(3) woove) and the iax doncession on the wage bill For Blacks
(point (4)); the tax concession on the addivionsl plent vas
Crelsed from 10 to 30 pexr cent for the first three yoars of
operation, while the two year concession on Black wages was valsed
to meven years. It io pomesible that the latter increase may
provide an &ddiﬁianal inducenent to 1éh0urwintenﬁiva iﬁdﬁsﬁriea
andy consequently, Lo those growth points vhich have a relative
advantage in the supply of unskilled Black labour. This may well
be offsget, however, by the inecrease in the tax comeession on the
additional plant. Uhile these latest increases may succeed in
reioing the overall rabte of decentraligaibilon, it seems unlikely
that they will lead to a more équitsble distribution of

. - A j?
industrial activiiy among the various hgmelanﬁsugJ

(iv) Conelusion

The present decentralisation policy does not appear to be
wuch different from previous versions theveof.  Although the
nev disgincentive measures may provide some degree of cerbainty
to both industrialist and plenner, the system of incentives
geens to be more or less the same am befores The Commititee would
therefore appesr to have employed as ite major tagk the removal of
business uncertainty among industrialists in the meltropoliltan
contreg, rather than the economic uplifitment of the homelandss
to this extent the policy fails yet ngain to encompaes the

whole range of regional policy.

2% Bee Chapler 6 helow.

-
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Although the Goveramen®'s acceptamnce of the memi%ﬂee‘s
recommendabions probebly indicates the sincerdly of its policy
intentions, the dlsincentive measvras, notwithstonding thelr
unambiguous.and simplistic nature, vemain difficult to
adninister and prone to fraud; for ingtance, Tirms applying
to be exenpted from the labouwr restrictions, arguing that
industrial expsusion over space ls lupracticables may overstate
their ratiols of White fo Elaek‘labourera in ovrder to acquire

. 4y,
the benefit of any possible aoubt¢af

FTortherniore, while o more
specific evaluation of the new incentives is left until Chapter 6,
the general criticism seews to be the fact that the system of
incentives is not suffielently differentiated over gpace; this
may lead Lo the problenm thal firmes mey decentralise to the
various honelaads drrespechive of the relative economic needs
of the regicn8-25

Minally, the Committee had nothing to report on the
s@aéial allocation of such services as Lown plenning and houweing
in the homelands. The spatially digpersed develéopment of
rogettlement townships on the one hand, and towns serving the
decentralisation of industry on the other, has an obvious
decelorating effect on thé general economic development of the

homelands. In view of the shove-nentioned numerical dimeunmions

of population settlement in the homelendm, the Commitiee mmat be

2 The Decentralisation Boawrd has actually expressed its concern
over such illegalities. (8See Decembralisation Doard: Annual
Report 1974, pe. %)

25 See lowbardy Jele3  "Problems of Regilonal Economic Programming
in the Development of the Bentu Homelands," South Africsa
Jonrnal of Neonomics, Vol. %9y 1971, pe 395.
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discredited for falling to oxplove mesng to establish a sound
coordlunating basis between the state departments and lustitutions
vegponsible for townshlp developmenty and those respongible for

the decentraligglbion of indusbyy.
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SECTTON TT. THE BMPLOYMENT PROBLEM IN THE HOMELANDS

- INTRODUCTION

(i) Genmeral Outline

It is the purpose of Section I¥ Lo estimate the gize
and extent of the employment problem in the homelondge  In
this study the “employuwent problem® refers to people vho lack
adequate omployment.  These include the unempioye& as well
as the und@remplmyedal In a wore dynamic gense, bthe
euployment. problen algo roférs to the growth of the lsbour
force insofar as new entrants to the lebour force would, in
the shsence of ecconomic development, be left without‘adequéte
employment .

It was pointed out in chapter 2 that the general objeéctive
of the homeland development policy is %e_keep the ratio of
homelond to non-howmeland Blacks move or less constént in the
forseesble fulure. This is senerally agsumed to require the
provision of new employment opporiunities egual in number %o
the inecrease in the male lubour fowrce of the homelonds, ..
wales aged 15 to 64 years. It has been esbimated, for
oxample, that the male lgbour force of the homelands increased
by some 60,000 males per year between 1992 aund 19?#¢2 An,
employment varget of the same order was accordingly set for

that perdod.

1 This conmcept is explained in Chapber I below.
2 Iowberd, J.A. and Van der Merwe, P.d.: "Cenbwol Problems of

the Teconomic Develeopment of the Bentu Homelends', Finsmce
and Trade Roview, Vol X, Ne. 1, June 1972, p. 7.
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Thip and other similar 5tudies§ do not, however,
illuminate the real nature and size of the problem facing the
develaping economies of the homelmnds. Flrstly, they fail

Lo vecognise that the employwent problem forms part of =
larger and more complex problem, the sclubloa to which ig

only partly dependant upon the provision of employment
opportunivies to the unemployed. The latter problem congisls
not only of a lack of employment, but also of Low inconess
illehealth and insufficient education. This point ip further
discussed in the second pawvt of this introduction. Secondly,
little or no allowance ig made fov certain demographic and
other factors, such ag the femaie labour force and the
pdssibility of wnderenuneration in past censuses, both of
which may gignificantly affect the mize and exbtent of the
enployment problem. These factors are amelysed in Chapter 3
where aun attempt is made to estimate the growth of the homeland
lebour force within the next 10 years.

Lastly, the referred to studies have very 1ittle to
veport on the adequacy of exigbing employment opportunities in
the homelands. It is not enough to define the ewmployment
problem in terms of futuve increases in the lsbour forvee of the

homelands.  This represents only part of the employment problen.

3 See Tor exomple Van der Yerwe, P.J.t '"Die Bantoe in die Suife
Afrikasnse Ekonomiese Stelsel, Deel VITI, Unpublished Report,

Deparimnent of Hconomics, University of Pretoria, 19687 Smit, P.:
Die Ontwikleling ven dle Bantoetuislande - Probleme en
Vooruitsigte, Publication of the African Tnstitute, No. 21,

July 19693 and Reynders, H.Je«Je: "Die Werkvermkaffingspotens
gipal dn die Tuiglande met besondere veruysing na Nywsrheidge
desentraligasie," in Yearbook of SABRR, 1970,
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The obher part, which is dealt with in Chapber &, refers to the
present existence of inadeduate employment opportunities in the
hormelonds., This ig gonerally defined as the problem of
underemployient, and in Chapter & this problem is enalysed
within the context of the agriculivral developmmi'i‘. policy iﬁ the

honelandse

(41) A Tramework of Analysis

ﬁome goncern has recently been exprossed over the use of
the terms "employment' and "undmployiment” in the contexl of
devglqping econmmies,h In developed economics the terns
usﬁally refer %ﬁ the lavge nutber of peoplée wvho gell theiy
igbaur‘ta othors in well-defined mackots; an unomployed permon
in a developed ecconomy is someone withoub wagew-vemunerative
vork who actively seeks wage~-employuent. In developing
coonomiesy 6o %he other hand, many people without vape~enployment
are ei%her Tamily workers in gubsigbence agriculture, or ave
cm&ually'selfwemplayed in vhalt has come to be known as the
informal sector. These people ave not unemployed in the
usual sense of the vorde  Thoy slwply lack adequate "liV@lihOOdS"#E
And it im.inadequate Livelihoods, nob unemployment, which is the

real problem to which development polidy should be divected.

L See for example Weeks, J.: '"Does Bmployment Mabter?', in Jolly,
Re obaale (edse)s Third World Tuployments Ponguln, 1973, ppe 61-65
Tunter, CGuyt “Employmeént Policy in Trapi¢allﬂfrieas Need for a
Radical Revision!, Internationnl Iabour Review, Vol. 1035, 1972,
ppe B5«57s  and Singer, H. and Jolly, R "Unewmployment in an
Africsn Sottingt Iessons of the Employmeﬁ& Migsion to Kenya',
Internationnl Tabour Review, Vol. 107, February 1973, ppe 105-115.

5 Tunter, Guy, og.oit,, Po 19,
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The problem of inadequate Liveliboodsy however, ig a
mulii~dinenslonal one. It consists of a complex mimture of
such problems as low incomesy both in the abmolute and relative
sense, tunemployment, uanderemployment, ill-health and a lack of
educationmé It fncludes people in wagew-cmployment who have
Loy (i.@s subeminimum) incomesi it includes people with high
incomes who ave unemployed or poorly educated; it also includes
educated people in good health who ave unemployed; aund so o6n.

Whe%her or ftoh the problem is medsured in torms of
incone or employment or, for thal matber, bealth or education,
largely déepends on the availebility of data. Ideally, the use
of a minimum standard periaining to all indicators of the
problem ls likely to provide an adcurate measure of the nmumber
of people lacking adequate livelihoods. This iz, however; an
aduiniatrativoly formidable ﬁask7 andy in any case, it is a fact
that most developing countries do not have an unlimited
avallability of data. It may thevefore be necessary, pérhaps

'evan preferablos to use oaly one (or two) indicabors in

egbimating the size and extent of the problems Bult which one?
Vhich one would most closely approximate the number of people

vho lack adequate livelihoodws?  For this 1t is necessary to
deﬁerﬂines in a concepbual way ot leask, the extent to which people

vho fulfill the minimum standard of oune indicator, fall %o

6 See also Sears, Dot "Whoat ave we trylng to Measure?" dJournal
of Develovment Studies, Vols 8, 1971-72, pp. $21-73h.

7 T4 should be debermined, esges whether the difference in
aceuracy between using one, two or more indicators ounbtwelphs
the corresponding difference in adminisgirative and other cosbts.
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fulfdll thé minimun standards of the other indicators. Tor
oxample, is the number of people on high (lsco abovewminimum)
incomes who lack good health and adequate employment, lavger or
smaller tham the mumber of people in good health and employment
vho bave low incomes?

xnaamm lovels are probably as good a measure of the
problem ag any othery people on low incomes are alse likely to
he withéut adequate omployment, good health and sufficient
edncation. In most developifip countrics, however, hncome daba
ave severaly limlteds The homelonds ave no oxcepiion.  Income
-daﬁa in the homelands consist only of total income end the
incone per head of population. There is thus no wvay of kuowing
the distribution of incomo between people an&; henee, the
nudhér of people who have low iﬁéomas, Tt is for this vehson
that the present study atbtempts to estimabe the mﬁgnituda of the
-~ developnent problem on the bamls of the lack of adsquate
employmanﬁ opportunities. This iz not to argue that
employnent opportunities should be made availsble to ecach and
every pevson who lacke adequate omploymenty it merely servesn to
Judicate the size and oxtent of the larger problem of inadequate

Livelihoods.
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Chapter 2. Ihe Growth of the MNomeland Tabouw Fores

Tn his chapber we propose to estimabe the growth of the
homeland loabour force within the next 10 years. Future
inereages in the labonr force constitute ong of two imporiant
dimensions of the employment problem in the homeiands. The
other one, namely the adequacy of existing employhent
opportunities, 1s exploved in Chapter 5.

The accuracy of future projoctions largely depends on the
avallahility and reliabiiity of past estinatess This ia also
‘ truekof projections of the homeland labour forces In sections
(1) and (1), for evxample,; the growth of the male lobour force
im estinated on the basis of,offieial and other correspondlug
esbimates of the pasta Thig requires information.on the
de Jure male populabtion ahd labour force in the last congus year,
Llsee 1970, as well as information on the corresponding average
grovuth rate betweon the lamt and second-last census venrs.

The Tormer information lg provided in secbion, (1) and the latier
in section (iil). In section (iil) an atlompt is made to
hroaden the definition of "labour foree" go a8 Lo make 1t move
applicable to the develdping economies of the homélandsa T% dm
avgued that any attempt té predict futuve changes in the
nagnitude of the employmeni piroblem, ought to recognise the
Taet that, in poor communitiesy meny people bélow and above ™
the vespective ages 6f 15 and 64 yeare nay lack adeguate
employment. In Bectioﬁ (iv) we estimate the inerease in the
number of female wcrkers.during the period in question. - The
final section ﬁummarizés and interprets the findings within the

conbext of the homeland development policys
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(1) The Male Popmlation and Lebour Force

The Male Population and Labour Force . o.¢.mde is more difficult to

»

estimate than that of most other countries. This is so because
of the large number of males from the homelands who work in the
non~homeland parts of South Africa on a temporsry hasis. HMauy
of these wmigrents are enumerated outelde the borders of the
homelands and ave therefore excluded from official estimates of
the homelemnd population. It follows thalt, at auy point of Liwme,
there ig a subsbantial excess of females over males in the
homelends. Tn Table 3.1 it 1ls shoun thoat the nuwber of
permanently present or de facto females smmounted Lo sbout

h willion, and the number éf de facto males Lo about 3 million in
1970.  This lavge preponderance of females over males, vhich ig
lavgely coused by the gbeence of male migreuts from the
homelands, provides a useful basis on which %o estimabte the
number of temporary male nigrants.

The gstimation procedure can be explained with the aid of
Poble 3.1, Uolumbg 2 and 3 vepresent estimates of the
permanently present or de focto homeland populabion, snd coluwmn
7 estimates of the de facto non-~homeland population in 1970.
Thege Ligures are directly ascertainable from the offical
publications of the Depariment of Btatistics. Columns 4 and 8
conkaln estimates of the number of tempovary male widgrents
which, vhen added to the de fachn male population, give the de
Jure male population of the homelands. Tet u gtand for the
number of temporary male wigreamte; Cthen

n = Mje-WMd

= alf w» Mf (M3 = afg)
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where Mj wepresents the number of de jure homeland males,

ME the number of de facto howmeland males, Ff the number of de
facto homeland females and a the ratio of males to females of
the total South Africen born Black population. A hypothetical
example might be helpfuls ITet the nuwber .of total South
Afvican born males and fomales be 100 and 105 respectively, the
aumber of de facto homeland males and females 30 and 70, and

the nuﬁber of non~homeland males amd females 70 and 3% respective
ely. Iel it be further ascuned that only males migrate to and
from the homelands, and that the wale~femsle ratio of 100 to 10H
applies to both the de jure homeland and de jure non-homeland
populations. The nuiber of de Jjure homeland males is therefore

100
aqual. to 105 x 70

or 67. The auwber of temporery wigront
males, in turn, equals the diffevonce hetween %he de jure and
de facto homeland males, namely 67 - 30 or 37.

From Table 5.1 it can be seen that in 1970 approximately
670,000 homelond males, or 18 per cent of the de jure mole
population of the homelands, worked outside the homelands on a
Ltemporary baais.l It is also evident that the number of wmale
migrants varied greatly betveen the individual homelands. Ho
less than 30.6 per cent of CGazankuluts de juve male population
worked outside the homeland in 1970.  The corrosponding
percentagen for Kwazulu, tvhe Ciglkeil and Bophubatewans were

2h.2, 1h.% and 8.5 respectively.

1 Since it ig apsumed that females do not migrate belween the
homelands and the rest of South Afvica, this figure may well
mderstate the actual nuiber of temporary migrants; there ave,
however, no avallable datza on Temale migration.
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The male l].abour force (l.e. males aged 15 to 64 years) of
the de Jure homeland populaticn can be derived from the information
glven in Table %.1. In Table 3.2 the estimated number of wale
migrants is added to the de facto male labour force to pgive the
de Jure male lebour force of the homelands in 1970, The table

assunes that all male migrants ave aged between 15 and 64 yearsy
N H

Pable %.2  The Male Tebour Torce of the Homelands ~ 1970
(males aged 15 to 6l years)

(,000)

AT AT De facto male Temporarily De jure male

HOMELAND flabour force gbsent males Labour force
Basotho-guaqua b 2 6
Bophuthabsuana 150 57 187
Gamankuln 23 Ly 85
Kuaguin 353 169 S22
Tebowa 166 113 279
Swazi 21 9 20
1 Venda 56 30 66
¥hosa~Cigkel ol =8 132
¥hopa-Transhkod 289 a0y 516
TOTAL 1,151 672 1,823

Sourcet 1. Deparitment of Statistics, 0p.cito
ERALRNN PR B 3
2 L Te&ble 2’ [ 1

this seems to be a reasongble amsumption in view of the lavge pre-
ponderance of fewales over males in the 15 to 6k age category of the

-
de facto homeland population.” The de juve male labour force, as

2 Department of Statistice, gpecile, pe 6.
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shown in coluwm 3 of Table 3.2, forus the basis of our subsmequent
attenipt Lo estimate the growih of the male labour force of the

hemelands.

(1) Groyth of the Malge lLabour TForce

Uhich rate of growth should one use to esbimate the growbh
of the male labour foree of the homelands within the mext 10
years?  Should it be one related to the average rate at which
the homelsnd population hag increased in the past? Or one

associsted with the vate alb vhich the tobal Black popuvlabtion of

souﬁh.Africa hag lnceaased?

The total Soubh African born Black population increased
froom 10,3 million to 14.5 million at an average rate of aboub
3.5 per cenl por year between 1960 snd 197003 In contrast, the
de jure homeland population is estimabed to have grown from 4.8
million to 7.7 million at an avevege anmnual rate of no lesgs than
L8 per cent during the mnue pariodug This extraordinarily

high vabe may well be pavtly attributsble to the above-~mentioned

:‘5 ;l%&oﬁ }?é :!.10

l§' ;bi@m
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policies of homeland consolidation and human resettlemanko5
Unfortunately, there ave no relisble statistles avallsoble on the
muber of people alfected by either the consolidation or
resottlement policies. Nor i -there any time schedule which
night iﬁdieaﬁe popeible Future brends in the exeontion of these
policies. Tt is therefore nol pomsible to make reliable
projections of the male labour foveo on the bagls of past
increases in the homelaund popnlation.

The same is not true of the r»ake of 3.5 per cent at which
the total Sowbth African born Bladk population ducreased bhelween

1060 and 1070,  Such a rate, if used to project the male

population and labouswr force of the homelends,; would be move in keep-

sing with the sbated objective of keeping the ratio of homeland
to non~-homeland Blocks more or less cougbant in the forseesble
future. Thé latter vatio, for exawple, will remain vnchanged
only if the homeland populabion grows at the same rvate as the
non-honeland population - that is, ab the rate at which the tobal

Black population grows.

% See p. 27 ghove. Tt has been estimated (Rogerss Bes  The
Bantu Haﬁelandﬁ, International Defence and Ald TFund,
Yoristian Action Publicabions, 1972, p. 39) that as many as
800,000 imﬁiﬁiduals could have been resettled from the rest of
South Africa to the homelends bolwoen 1960 end 1970. This
eetimate, however, éeems to have been based on the assumpbion

that the rate of natural increase in the homelsnd populaltion
equalled that of the non-homeland population during the same
poriods For example, if we add 900,000 individuals o the
sbove~mentioned increase in the non~homeland population, aund
subtirnnd: the sone number from the dncrease in the homelend
pepuletion; we find that the homeland population is assumed to
have lIncrveased at the same nabtvral rate asg the non-hownelond
populotion. It =zeems thercfove highly unlikely that the

estimate of 900,000 was obhbained from officisl or other govrces.
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Without any change in the present patiern of international,
migration, use of the rate of 3.5 per cent would, of course,
assune a sudden relaxation in the consolidabion and resetiloment
polliciess At the stme time, houevers it wmﬁld also aésume that
the natural growth rate of the homeland population is equel to
that of the non~homeland population. Iut the labter rate wey
wall exceod the férmerg  for example, while the average deabh
vate of the homeland population is Likely to be highér than that
of the non-homeland popnlaﬁianf; the average biyth rate 1g not
likely to differ nuch between these two populations. In 1960,
for examplo, the infant mortality rate was found to be higher in
the rural then in the wrban aveas of South Africau? Since the
hmméland& aroe mmich less urbanized than the rest of Souvh Afvica,
it follous that a similar difference may have eximted between the
homelands and the rest of South Africa in 1960. Iﬁ hag fuvther
baeﬁ found that bilrth rates do not dlffer muich betweon the urban

and muval comgimibtics of some African aeunﬂriemgg The same may be
true of the homelends and rest of South Africu. This is indicoled,

6 This may be due to the greater avallability of medical and
health services in the rest of South Africs than in the homelands.
(oo Houghton, D.M.t The South Afvicsn Foonomy, Oxford Univermity
Proas, 1960, pe 360

7 Department of Stabtistics, Population Census 1960, Volume X3
Fertility, Goveratient FPrinter.

8 Coldwells J.Cet Inbroductions Part IT in Caldwell aund Okonje
(edsa)y The Population of Troplcal Afyica, Longmans, Greon snd
ACQ.‘;'IJ‘B(“IH 3..95;8@ ‘ng BBGwBEY
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firstly, by the suall difference in youthfuluness betueen the
honeland ond (Sguth Africen born) non-homeland p0§u1aﬁions¢9
Secondly, the proporiion of homeland females who ave in the
réproductive gsboages of life, is move ox legs equal to the
‘corvesponding proportion of Séuﬁh Africén born females in the
vest of South Atrica. C Tt meems thevefove Likely that the
dilference between birth and death rabes, and hence the natuval
rate of population growlth, is greater in the rest of South Africa
than in the homelandi.

Once again, there ave no dabta on uwrbanw-rursl bivth and
death rates by which the labter hypethesis qould be testeds
Mnd it must therefore be assumed that auy such difference in the
rate of natural growth between the homeldnd and non-homelond
populabions, will be offset by increases in the homeland
population brought about by the congolidation and resetitlement
policied.

Pinadlyy it should be noted that the rate of 3.5 per cont
appliee to South Afwrican born Blacks only, and not to forveign
Blacks. Tt therefarelexclud@m population incredbges caused by
the imwigration of Blacks from other African couninies. Theie is,
furthertore, very little eovidence that South African Blacks
emigrate to other Afvicen countries. From this it follows thab

the vabe of 3.5 per cent wust hove been entively due to the

9 Deportment of Stabistles, South Afeicon Stabistics 1970,
Govornuent Printor, p. A-h3.

1O fﬁﬁ,ﬂ” e A‘**’“:“gu
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diffevence bebween birth and death vates of the tobal Black
population betueen 1960 and 1970. Bul this is not supported by
available esbimates of the bixrth and dealh rabes of the tolal
Black population. In the 1960's, for example; an average crude
death vate of 16 per 1,000 was estimated for the Afrvican

populations of Southern Africmgl At such a rate, the crude bixth
rate would have to be as high as 51 peor 1,000 to ensure that the
notural increase in population is of the order of 3.5 per cent.
Thin compares with an estimated crude birth rate of about 42
per 1,000 for the total Black populabtion of Scuth Afvica in the
l960'ap12

AL thig raisen the posslbility that the Black population
might have been wnderenumeveted during the official'cﬂunk of
1960,  The only availoble csbtimate of underenumoration is one

1 L] - . - .
3 in hig recont revision of the official data on

nede by Sadie
the Black population. He used the concept of a stable population,
vhich pomlts s funclbionwl relabionship between Tertility, movtality
and the age structure; Lo prove that the Black population vas

underanumerated by about 6 per cent in 1960, involving soume

700, 000 individua1$°1# If the latter figure ls added to the

11 Hance, W.A.¢: Population, Migration and Urbanisation in Africas
Lolmnbia University Pross, 1970, p. 26.

12 Badie, J.5.t YiAn Gvaluation of Demopraphic Data Pevbaining to
the Non~White Population of South Afrlcat Parhk III: The Banbtu
Population', Soulh Afrdcan Journal of feonomics, Vol. 38, Wo. 25
dune 1970, p. 185,

13 g@mgggﬁ See Algo Sadles Je.DLet "Tobour Supply in South Afvica,"
Finance end Trade Roview, Volkekes Lid., Deccuber 1971, p. 223.

1 i&ida
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official estimate of the Black population in 1960, the sbove rabe
of 3.5 per cent weduces to one of 2.9 per cent. This rate
meents o be falrly consistent with those nabural pgyowth rates
that e be derived from avaiiable estiuaton of the blebh and
death rates of the total Black population in the 1960's.

In Table 3.3 the rate of 2.9 per cent is uped to estimate
the growbth of the male labouy force of the homelands botween 1975
and 1985, It is assumed that the labour forse proporbion of he
total male population will remaln consbont during the sane period
this follovs from Sadie's finding that the expecited chenge in the
labour force proporition appears %o be so small as to be vivdually

o
negligib1e°1’

The table indicabtes that the male labour forvee of

the homelands can be expected to increage by sbout 65,000 malos

each year between 1975 and 1980, and by ¥%5,000 males eash ye&r
between 1950 and 1985, By far the largest ilncrenses are likely

to occur in Kyapnlu and the Transkel. Tn ench of fthese homelands
the labour force lg estimabted to increase by sboubt 18,000 aﬁd

21,000 males each yesr durdng the yempectlve periods 1975-80 and 198085,
The male labour force of Basotho-guaquas on the other hand, ls Likely
to increase by only 200 individuels each year beltueen 1975 and 19853
pinllorly, the corvesponding iunorenseys in the homelands of the Swazl
and Venda are aboub 1,000 snd 2,900 males vespectively.  Theve ave
thus marked differences in the increase in ithe wale labour force

between the verious howelands.
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(iii) The Leonomically Active Male Population

(iii) The Seonomically Ac%ive Vale Ponglatiﬁnﬂmmﬁﬂ developuent ig
to pabisfy the socio-economic needs of as many people as poséible;
development policy should aiw Lo provide employment and other
opportunities to all individuals who ave in need of such opporinn-
ities. It seems therefore justifieble to questlion the custom
of defining the employment problem in teorms of the muwber of
people aged beluecen 15 and 6l years. In cconomically necessibous
commumitics, the decision to worlk, if one exists, is hardly ever
determined by a gived standard of physical or mental capaclity, Lot
alone %hé age factor. In the last instance, the state .of
Qm@iayment ig deterained b& the economic and socdal needs of the
people concerneds

It has recently been sugpgesbed that the number of

peonomleally active or working males in the bomelands con be
pesumed to be more or less equal %9 the number of homeland wales

hped betwesn 15 and 6k yeara.lG

This implies that fov every
goonomically active male below or sbove the respective ages of
lElané G4 there is, on the avevage, sm inactive compeer iﬁ the
15 $0 6 ape catopory. It im the purepose of this section %o
detvernine the validity of this seeminpgly convenient assumpbion.
International comparicons in regpect of The economically
active populetion have very lititle meaning inasfar ag official
interpretations of The cpncept off sn economically active persmn’
take on differonces of quite an alawming proporiions The position

g worgened by an acute shortage of reseaveh and data relating

16 Bladler, JeJst '"Denograficse en fkonomiese Kenmerke wvan die
Suld=-Afvikeanse Bantoetuislands", Asrelon, Vols 9, No. 1, Jan.
1970y e 2k, .
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to the rursl populations of developlng countyies.  Neverthelets,
the relatively high degree of youthfulness of thes¢ labter
populations generally vesulls in a labour force which is
proportionally much ampller than that of economically rich

17

populablont. This velabively msmall labour force, hogether with

the urgent need to raise the gbandard of living, cause the rate
of cconomic pavticipation to be relatively hipgh in developing
counbrien; in many developing counkries almost all males aged

18

between 15 and Of years ave economically active. Morcover,

in the rural aveas of developing countries many malos below 15

and gbove 6l years of age ave wreported to be economically acﬁive.lg

17 Tn developing countries about 42 per cont of the population im
less then 15 yearvs oldy compaved with 25 per cent in Burope
and 31 per cent in North Anerica. (Seec Burnhamy Dot The
Enployment Problem in less Developed Countries, Dovelopment
Centre Studies, OKCD, Pavis, 19?1, Employment Series No« 1,
Footnote L, De 23)s

co

2,
k)

See Sadie, J.Le3  Demographic Aspects of Lebour Supply and
Tmployment, paper delivered at U.N. World Population Confereunce,
Belgeade, 1965, p. 12. ' ‘ '

19 It has been estimated thatb approximately 20 out of every 100
individuale bebween the ages of 10 and 1 ave cconomically active
in the wuval aveas of developing countries (ibid., Peld7)s
Similerly, o compavatively large proportion of wales shove O
years of age seems Lo remain economleally active in developing
counbeies - rabes varying betweon 60 and 60 per cent are nob
wncommon.  (See International Lobour Office, Yearbook of
Lobour Statisbics, ILO, 1970, ppe. 9-25).
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Thie uﬁualiy avigem from the sbsence of migrant males, a lack
- educational facilities and the need to overcome the socio-
econonic burden of large faniliecs and the insufficient utilisation
of resources.

Theme two factors, namely a high rate of lahour force
parkicipation and the poesibility of males below 15 and ahove
6l years of age being economically active, may cause the
economlcally active male population to exceed the male labour
force of developing countries. In 1970 it appeaved that in 10
African countries the number of economically active males
exceeded the wale Jabour force by an average porportion of 107
to 100«RO Turthermore, the covresponding average mean
proportlon of 11 Iatin Amerlcan countries was equal to 105.5
to 100 during the nawe yearaal In the howmelands, howsver,
the corregponding wmepnitudes seen to vory father greatly between
successive censusess  in 1960 the number of economically active
males in the Transkel was estimbled alt 284,000, compaved ilth a
mele lebows foree of 230,000,°C Thinm represonbs a retio of
economically active males to the male lshour fovce in the Transkei
off approximaxely 106 to 100, Ten years later, however, if appears

thet the muimber of economiecally active males wag more or leps equal

»

20 Adapted from International Labour O£fic, op.cit., pp. 9-25.

21 Ibide  See also Centro Lotincmwericemo de Demografia, Studies
of the Hennoikedlly Active Population, U.N. Seminor on Bvaluation
and Ubilisation of Populalion Cengus data in Tatin dmerica,

San’ciag(), (E/GNQ 9/003.’.3» l/lo:f-)y Nov. 1960’ Pa 2‘?«
22 Fitadler, JeFoy 0D GG w s Pa 2h.
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5%
2 The same equality

to the male labour force of the Transkedi.
seemed to have applied to the other homelands in 1970.

This vather surpriging resulb must be éarﬁly atiributed
$0 the faot that, in the official publicaﬁions of the Department
of Statistice, unempliyed moles ave included in the non-econovmically
active male population, Pather than the economically active
population of the ]m:mie.‘Laa’lchss,,21'r Turthernore, esbimates of
unenployment In the homelands ave nol soparately shown in the
publications of the Department. It ip therefore iwmpossibie to
determine the extent to vhich male unemployment might affect the
raul size of the ccononically active fiale population of the
homelands; and it must be assumed that, for the purposes of the
present study, the nuwber of economically active males in the
homelonds is more or less cqual to the number of males aged between

15 and 64 years.

(iv) Temele Workers

It seens necescary to question the rationale hehind the
cugtomary exclusion of females from estimates of the fulure
growth of the homeland labour force. It is uoually avgued,
for example, That the mele i the main breadwinner in African
pociety and that, by implication, the provision of omployment
opportunities to males wquld auﬁomaticaily ongure pufficiently

improved conditiolis of living: to cach individual famid; n25 thether

-«

25 BSee for swample Department of Stabisticst Population Cencus?
Sample Tabulation of Banbu -~ Age, Occupation, Industry, School

Standard, Bivthplace, Report No. 02-02-02, Government Printer,
Moveh 1973, pe 1 ’

2% Ibid.

25 See Reyndcrﬂg H&»J-J'g @uﬁiﬁcg Pe e

{ e e )
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or not males are the main breadwinneirs, however, seems Ffar less
important than the indispubtsable fact that they do not form the
only breaduimers in Africsn socleby. The welatively high rates
of female participation in the economiss of most developing
counbries must; in the Pirst instance, be asoribed to the
inadequacy of male earnings relabive to the economlc needs of

the fauily and, In the secound, to ﬁrevailing custons.

As is the cage with economically active males; the data
on female lobour arve subject tb problens of definitlon andy as
a resuly, ave not strictly comparable on an internabional basis.
The mein difficultyllies in the identification of vomen vho are
self<euployed in %he subsistonce sector of the asconomy.  This
category of workers is widely reported to be numerically strong

ne

and to meke a sigoificant contribution to the total output of
the aconomywae' In traditional African gociety, for cxample,
vonen have the respongibility of tilling the soil, planting
and harvesting the crops and yrocessing the harvests lnto edible
forms  They alsgo frequently opevate as petty btroders in a service
gector which is much less institutionalised than that of
developed counﬁ@ies;27

In any event, the estimated mumber of female workers
in the homelends was equal to sbout 704,000 in 1970, or 17,6

per ceut of the totsl female population of the homelandmazg This

26 Seo Interpablonal Labour Organisationt The Employment and
Conditions of Worl of African Vomen, IsLeQs Publication, 196k,
e 101

27 Sadig, Jele2 'Demographic Aspocts seess' 0peglbe, pe 25. Sece
algo Hart, K.t "Informal Tucome Opportunitics and Urhan
Tmploynent in Chana, in Jolly, Re eb.al.{eds.): Third World

Bmployment, Penguln, 1973, ppe 66~70.

28  Dopurtment of Statistics: Population Consust Sauple
Tabulation seees Ohecibey ps 16



66

nurber included sowe 411,000 farm and forestry workers and
157,000 so~called non~classifiable workers. Since the
agricultural sector is lafgely organised on a subsisglence basis
in the homelands, the labtier cstiumates indleabe that subsistent
farm workers may well have been included in the offilcial estinate
of female workers in the homelaonds. In Table 3.4 we provide
egtimates of the fubure inecrease ln the nuwibey of female workers
In each of the hémelands- Tue b0 a laclk of data, it ip aspomed
that the proportion of female workers o total females will be
the same in 1975, 1980 and 1985 than in 1970.°° The bable shous
that the muwber of female workers in the howelands can be cxpected
to increaso by about 25,000 each yeor between 1975 and 19804 and
by 29,000 cach year betueen 1980 ond 19853 the variation bebween
the individual homelands seems to follow the same pabitern as the
corresponding variation in the groubth of the male lobour fovce

of tho houelands.

(v) Conclusion

In this chapter an atteupt wae made Yo enblmate the grouth
of the total labour force of the homelands between 1975 and 19085.
This included the lncrease in males aged 15 to 64 yeavrs, which
vag assumed to be equal to the number of economically active
nales, as well as the incresse in the number of fomale workevso.
Tt was avgued that the increase in the Labour force provides

mevely an indicabion, vather than exact moasure, of the magnitude

29 1% ghould be added theb during the 1960's the proportion of
econonically active females vo total fomales hes been Found
to be more or lesms constant in a lavge nuber of developing
connbries. (See Sadie, Jele: '"Domographic ASPOOLE eeessoey?
obeclivy Do 33)e
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of the problem of underdevelopmnent in “the hoﬁelmndas it given en
idea of the number of people who would, invtha absence of economic
development, be left withovt adequate Livelilhoods in fuburo.

In Table 3.5 we bring together the information conbained
in Tobles 3.3 and Zulte T4 gives the osbtinobted aversge anmmul
incréase in the Lotal Llohour foree of the homelands for the
periods 197580 and 1980-85. It ean be seen that the average
annual inerease in the labour force is estimabed ab about 89,000
individuals between 1975 and 1980, nnd 104,000 individusls beldweon
1980 and 2985,  Of more imporbance, however, ig the greab
vardiation in the growth of the labour force which exists anong
the individual homelands. Uhereas no less thom 30 per cent of
the increase in the total homeland labour force is likely to occur
in Kﬁazulu, and 2% per cent in the Transkel; only an estimated b
per cent of the increase will teke place in Basotho-guagua,

2 per cent in the Swaszi-homeland and 4 per cent in the homeland

of the Venda. It follows'that very 1itble will e golned from
lumping the homelaonds together in abttempling to ldentify and solve
the development problem. Vhat is ecalled for is a gpobially
differentiated approach, according Lo vhich preference is given to
those homelonds in which the develmpmént problem is relatively

sineahlo.
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Undecemployiiont in the Apei

cultural Sector of
the Homelands

Chapter L.

(1) inﬁroduction

Most development plons aim only at sboorbing all or most
of the new entrauts to the lobour force avising from the growth
of population over the period eavered.l ; The existing nuwbor
of unemployed and underemployed people is therefore left
unchanged or increasing. In the sane ways past attempts to
esbinate the size of the employment problem in the homelands
rélate only to future increases In the male labour forces
enisting woenployment and undervemployment ave either iguored ov,
at bogt, Luplicitly assumed to be noun-oxistent,

Unemployment usually rvefiers to people without work who
ave gecking worlk bub unable to find 4t within a given time
period; underemployment, ow the other hand, vefers to people
vho are forced Lo work part-time or unproductively by a chortage
of land and capltal relative Lo 1ahaursg In the agriculiural
pector of many developing counbrics the excess supply of 1&bcu£
ie ofbén mggravated by a failure to adopt lebour-intensive
techmiques of development. Ify under such cirveumstancesn, The
mobility of labour iz restricted by law or traditional customs,
or by a lack of employmanh opportunitics ln the noneagricultural
sectors of the nativnal cconcty, the resultant underutilisation
of labouy is generally weferred to as underemployimenty or a

surplus of lobouri uvnemployment may be regarded as an exbrons

ad

Bee Internotlonal Labour Officet Employment Objectives in
Tconomic Development, Studiss and Reporbs, New Series, No, 62,
Morch 1969, pps 36~37.

2 ibide, Chapber 2. See also Internabional Taobour O0ffice,
Employment and Heonomic Growth, Studies & Reports, New Servies,
No 67, 196%, Chapter 1.
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exauple of undevemployment, and in thé remainder of this chapler
underemploynent is assumed to include all cases of uncumployment.
I% ig the purpose of this chapier to estimate the size and
extont of underemployment in the agriculiural mector of the
nowelands.”  Au attompt 1s made to test the validity of the
widely made claim thait the supply of land and capital in the
homelends ls limited relative to the supply of lsbour. This will
be done by quantifying the degree of lsbour utilisation iun
homelend agriculture; an dnderutilisation of lsbour will indicate
the emistonce of underemployment ingsfar as the mobllity of labour
ig limited by the severe restrictions placed on the migration of
labour from the hoﬁelagdg vo the rest of South Africa,% In the
next section below reference is made to the analytical frameworﬁ
within vhich the analysis ls undertaken. Thoreafter, the Tindings
and recommendabions of a esimilar study by the Tomlinson Commisslon
are discussed and evaluated iun the hope thalt it would ¢larify
soﬁe of the methods employed in ouw subsequent esbtimate of

underenployment .

(ii) The Theoretical Frameworlk

The litevatuve distinguishes belween two maln types of
underemployment, namely "Keynesian” and structural underemployment.
The former, whiclh was introduced by Joan Robinson in the 1930's,

exists vhen workers are dismissed from thelr resular occupations

%3 Due to a lack of data on urban employment in the homelends, it
is not pomsible Lo undertoke o similay study of the relatively
smnll nov~agyiculiunral sectore

It Some of these westrictions ave discussed in South African
Institute of Race Relatlonst A Survey of Race Relabions in
South Africa 1971, Natal Witness (PLy) Ltde., 1972, ppe 155-118.
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by a decline in the agpregate demand awmd Torced to adopt less
productive jobg of a tomporary natu?e.5 Although "Koynesion®
underemployment is mainly used within the context of industrially
advanced countries, it has boen applied to wnderdeveloped aveas
vhose income is lavgely dependont uwpon the cxportation of
prinary goods to indusbrial araasné The Ystructural" version of
vnderenployment, with vhich we ghall be mainly concermed in this
seatlon, vefers to Ms.. the vast and long-term underulilisation

of human vesources in which more labourers ave tled up permanently

and structurally in variony lines of production than ave necessary
lli?

for the oultput of the product. Vhereas "Koynesian'
undevenployment ls caused by a deficlency of demand and can he
glimiaated by public policles of income generablon, structural
underemployment is caused by a pokentlally permanent abundsnce of
labour felative to land and campital, a stabe of offairs which is

perpetuated by the inability of lshour to move to or find employment

in replons oy sechbors oxperiencing high rates of expansion.

5 See Robinson, Joant "Dlegguised Unemployment''y Feonomic Journal,
Vole 46, June 19365 pps 225-2373 and Bichops C.Be: "Hoonomlec
Aspects of Changes in Parm Lsmbour Force™, in Ioiid State Univ's

Centre for Agricultural and Beonomice Adjustmenti "Iabour
Mobility and Population in Agriculiure", Iova State Unive. Press,
1961, e 36“410

6 See Welligz, S.3 "Dual Beonomies, Disguised Unemployment and
the Unlimited Supply of Labox", Heonomlca, Vol. 35, Tebe 1963,
Phe 2545,

7 Myrdal, Gsi Asglan Dranat  An Inguiry into the Poverby of Natvions,
Vol. YIIT, Loudon, 19689 Pe c?.g()tl‘zl'ﬂ
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To the traditional thaeryg undevenployment is usually
explained in terms of a hypoithetical withdrawal or depariure of
lahour from the sector or pegion in which it is underemployeds
1% is defined as o situation in which, given statlc conditions
of production, a withdrawal of a certain quamtity of the factoxr
labouy to other uses will nolt diminish the total oulput of the
sector or veglon from vhich 1% is withdrawn -~ the cage of a zero
(or negative) marginal productivity of lebour. The theory is
meinly concerned with the questilon of why people should want to
vork up Lo the point where no rebturns are fortheoming. One
achool of thought atbeibutes the phenomenon of a gevo marginal
productivity to the fact that, in podgnnt econonies, employment
im guided by a desive to maximise the apgregete output (i.c.
zovo marginal productivity) in the hope thal it would maximise
9

consumpbion per head of population. This avgument is usually

*.

extonded to allow for the exigtence of a positive margingl product

8 By this ie meant the general theory which has developed arvound

the works of mon like Rosenstein-Rodan, ledbensteiny Lowis; Viner and

Nurelte, the references to which oan be found in surveys of the
litevature in Koo, C., Aumchel, ¥ and Bicher, C.K.¢ "Disguiseéd
Tnemployuent in Agricultures A4 Survey" in Bicher, CuK« and Witt,
L.Ws (eds.)s Agriculture and Deonomie Development, New Yok, 196k
Poe 130-131 and 1351415 and Welliszy Sey OpDecibe, Dps HheSle

9 See for ingbance Georgesan-Roegen, .t M"Hconomic Theory and
Agrarion Beonomics" Oxford Economic Papers, Vol. 12, Feb., 1963,
Ppe 1803 and Nurskes Ret  Problems of Capiltal Formation in
Tnderdeveloped Countries, Ouford Universily Presg, Wed. 1953
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of labour; i% is argued, for example, that the total product is
equally divided bebtween all workers regardless of coanbribution,
vhence it follows that the traditional wage ig divectly related
to the average product, vhich is greater than the marginal
productivity of 1abour»10

. This latter veasoning, which ls also the most commonly used
explanation for the exiptence of underemployment, implieﬁ that the
average product (and welfare) of the remainder would not be
reduced by a withdrawal of men at the wargin of production, so
long as the average product exceeds or is equal to the marginal
productivity of labour. It is further assumedy by implicabtlon
at leambt, that the act of withdrawal ig perfectly compatible with
unchanged conditions of production. Most proponents of the theory,
however, allow for "emall changes in the organization of labour!
or 'relatively simple adapbations of methods" in the static

activities of the remaining labour force.ll

This concession ig
presumably made ln recognition of the fact that labour units nay

nolt be completely divieible.

10 See Tewis, Weldes "Heonomic Development with Unlimited Supplies
of Tabour" . Manchester School of Teonomic and Socianl Studies,
195k, pp. 139-1923 Womnacott, P.t '"Disguised and Overt
Unemployument in Underdeveloped Fconomies," Guarterly Journal of

Beonomics, Vole 76, May, 1962, p. 2593 aud Chayanov, AVt
"Organisation of Peagant Agriculture" as tranglated by Suith,
RaE.F. in Thorner, D., Kerblay B. and Smith, R.E.Z..(edss):

£V, Chayanov on the Theory of Peasent Beonomy, Asls Tranglation
Series, ReDe Irwin Inc.s 1966.

11 See for example Ropenstein~Rodan, PeN.: "Disgulsed Unemployment
and Undevemployment in Agriculture," MNonthly Bulletin of

Aoricultural Feonomics and Statisticsy Vol. 6, 1957, pe 43 and

Nurgke, Roy OReCitey Do 35
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ITy however, undéremplmymant (in the formm of part-time work
and unproductiveness) happens to occur on @ large scale well
within the margin of production, and/or the hypothetical
departure of labour fvom the land involves a sizeable number of
people, it seems havdly apt to refer to the vemainder's efforts
to prevent (average) output from fmliing as 'small changes in the
organisation of work."12 The marginal change in production may,
for instance, congist of an extra hour of work put in by
someone already working long hours and produckively. The
withdirawal of such a "marginal worker! would cause a substantial
reduction in ontput which might only be counterbalanced by changes
in the ingtitutional frameworl, stock of capital, technology and
other cetevis paribug-factors. The existence of non-divisible
units of labour, therefore, reguires thalt either the so-called
act of withdrawal be apsumed to be selective and concentrated
on the least productive workers, or that the assumption of
unchanged conditlons of production be relaxed,

Accordingly, uwader static conditions of production the size
of underemployment ig directly related to both the variation in
individual productivity, rather than the marginal productivity
of laobour, as well as the pelectivity of the hypotheltical act of
withdrawal. Under dynewmic conditions, however, the act of’
withdrawal need not necessarily be selective since any withdrawal
induced reduction in the product of the remainder could
be offset by simultancous or post-withdrawal lncreases in lsbour
productivity; in a dynamic world, labouy productivity way be

raised by the introduction of new techulques of production.

12 See in this vospect Myrdal, Ges 0peglies ps 2040,
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The phonomenon of undevemployment has recently been‘?elatedi
to the welfare behaviour of both the withdrawn amd the remaiader,
implying that any post-withdravel change in aécupaﬁion,anﬁ
productivity depends vpon the peoples' net utility froy;conﬁumpu
tion and workmlg ~ This approach ensbles ome, firsh of all, to
relaxr some of the more rigid assumptions of the traditional
theory, such ag the one which presceibes equilibrium standards of
"l l-bine Gork“,é d gl mam prmducﬁivity" $o a "homegeneous"
lebour forces whether ox noh,the averagé produch falla,‘remgins
unchanged oy inbreaﬁes'éfter the act of withdrawal, entirely
depend oﬁ the wishes and needs of the remaining lebour force.
SEcondly, the "welfaré approach! to undervemployment requires that
people should leave the undevemployed sector and tuke up alberw
native employment out of their own free will. There is, however,
no a priori reason why auybody should wish to leave the under-
employed sector or regiony people might prefer to have a
productive job in the undevemployed sector, rather than a similar
Job in any other sector,  And in this case the solution td the
problem of underemployment clearly lies in the provision of
employment (and other) opportunities in Hhe underemployed sector
0P regilon.

The introduction of welfare economics into the underemploye-

nent model makes the existence of undervemployment dependent upon

almogt any condition of production - a rather unmanageable state

13 Bee GSen, A.t "Peasaﬂtﬁ aﬁd Dualism with or without Surplus
. TLebor," Journal of Polltleol Beoumomy, Volo 49, 1966,
ppe L25-448; ond Welllsz, Ses 0pecite, ppe R5=5l.
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of affairs. In the real world, however, ihe range of conditions
nay be-narrowed down considerably by the introduction of exogenous
or policy-determined norms of production. Thus it may be that
the pollcy objective of the day includes the attainment of some
or other desired level of production, for example a "sellw
sufficiency" ov méximum level of outpwt. Underemployment
accordingly exists vhenever the desired level exceeds the actual
level of production; labour is underewployed in the penge that
it is not sufficionily ubiliged.  Converselyy underemployment is
nunweximtenf when the desired level equals the actual level of
production; and it follows thal any person who gppears to work
part~tine or tnproductively must be assumed to do so voluntarily.
The latter is also the interpretation of undereuployment
uped in our éubaequent mnalysis.  And we may conclude that, for
the purposes of the present sbudy,.undervemployment is defined in
terms of the differencé between the actual degree of labbur
utilisation aad that degree which is required to achieve a desired
level of outputs din sghorl, it represents the difference betueen

the desired and actual degrees of labour ubiligabion.

(1ii) The Rocommendatlons of ithe Tomlinson Commission

The only major inguiry into the oxistence of surplusn labouwr

in the homelands was the one conducted by the Tomlingon Commission

in 195%01a The Commipsion's modus operandi was to divide the

homeland population inbe two broad categories, one of vhich were

W Union of South Afvica: Summary of the Report of the Commlesion
for the socio-economic Development of the Bantu Areas within

the Unlon of Bouth Africas Uel. 61/195%, Government Printor,
Chapter 28.
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%0 ho vholly ongoged dn agelovliuve, aad the other of vhioh wora
o b dopsndont wpon nonsagelonlivrgl enployacht.  Tho fell-dine
faraing population vas debomndned by dlviding each houogsncons
pgrienlivrel reglon dnto “economie fovaing undin,™ oach one lovge
saobph to provide a pocmencnt mosus of Living to ab loogy one
Dlagh femilys  Fach favidiug woll wag %o cousiob of o vesidontlal
ploty prdvatoly owesd swable lond and conmon prosiug geoundoy
which together wore estintted vo yiold o winduun yewl. Incoms of
RIRO pow fopmne  The lavbey dvcone was vogavdad oo the alalam
aiouny necopsory to ablzaed a fandly o SLimne Toings The
oabinated avorape leg of the Famalng vnit wag B2:% wmovpon which
varied congidovebly botvosn the postupel famolng vogdons of the
novthuentern lwmz:}ti,q;ﬁé#:;g and the prodosinontly wleed Sawmdng vogiong
of iha b ‘ .

tn Pho ohove bagdo, the Commiemion found that The acvloulivral
cocbor of the homelonds uns only oble W cavwy sheud half the thon
Gudstlng homelond populaltion; 4% consviiontly dovetod the wajor pary
of ddw report 4o the toavk of providing slscpnabive Guploynent Lo
the poenslled non-fayming seetlon of the honelond populalion.

I wobrogpoct, thove ave ab leoast thyee anpoets of the
Oomplislon®s ptudy which merits sevublaoy. Fleetly, the wiladmun
average dncoms cobsidercd weocusady bto ubtract o Dlnck Sudls fo
frdletime Yogming voe dotevnland by o susvey stady of the dvareps

LS ad

» X CFE o o e ;Lt' ) % T o g B
onpaal dncote of 900 Dleck Fermoras™  Sinc the latter consisbod

>
T
s

«

of tho tobal income feom fovadngs plus ronlitonces cont by migrenbs

1

8% T ghould Boe added thay the Comalegion, In dotcvninlng the aime
of the fanily holdivg, dove dus consldevotion Lo the mlatoun
foud roquirenonts of the average Dleck fomdlys
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to the tribal farmsy 4% follows that any lvcvease in the owount of

"

el tbances, brought obout by vege increases in the non~homeland.

areas of the country, would lead %o au increase in the minimum

income needod to atbtract a Black fawily to full-time farming

3.6;

thig would necessibate an incresge in the land per family which

vould, in bturn, lmply peciodic reallocntlons of the arable snd

grazing land alloted Lo full-iime farmezm-m

Thoe validity of this avgunent depends upon the exbeont fo

vhich homeland Blacks ave seunmitive to aliernative rates of

retuen for thelr lebouws This s partly reflected by the fack

that approximately 670,000 Black males presently migraie betwoen

the homelends and the rest of South Afrieca.

18

Assuning the

average Black Fanily Lo consish of 6 1‘1@3?55011?519; 1t seems

reasonable Lo assume that more than half the present (de juve)

homeland population is affected by migration, and hence by

- . i 0 - .
plternative rates of labour return.” In practice, hotever,

any such gensitivity to differvential wage rates is not likely to

entor the family's decision to farm in the homelands on a relatively

full-binme basis. It is éven debakeshle vhether such o decision

AT

actually existe. This ip because of the above-mentioned restrice

16

See Mnbmon, Gules "ihe Trangkeit An Bxperdment la Econowmic

Bepavablons® South African Journal of Feonomics, Vols 36, No. 1,

Mach 1965, pe 29
ihidey Ppe 29 and %0.
Hoe Table 3.1 above.

Tomlinson Commission Report, opsCiltes Do Sle

- Poy gimllear findings see Mayery Peo¢ Towngien and Tribobmon,

Oxford Unilversity Presgy 1961y pp. 136-1473 and Ulbiren, S.3
igher Productivity and Higher Wagesn of Nablve Imbour in South
Africa," South Africzn Jowrnal of Teonomics, Volo 29, 1961,
Ppe 35-lile '




8t

tlong placed on the pormanent migratlon of homeland Blacks to
the non-homeland partﬁ of South Africas homeland Blacks sve
sinply not sllowed to tﬁke up alternative employment in non-
homelond South Africa on a fermanent basis.

Secondly, the Gommismion‘amplayed an essenbially static
approach o the problem of underemployment by basing Llts
optinaten of the size of %he farm wolt on the then existing
methods and levels of production. It thervefore failled to
conglde? the effect of inareasém in lebour productivity oun the
pize of the farm walt necessevy o abtrvact a Black family to
Lull~-tipe farmingo The latter would certalnly have been smaller
than the Commisslonts corresponding estimates if it had heen
based on some policy-determived pbandard of production, or the
full agriculbural potential of the regions COﬂﬂGrﬂ@dnal In all
foirness, hovever, the Commission mush be oredited for nob
expecting too much too soon from the proposed agriculiural

22

dovelopment policy. It ig for dngtonce a fhaclt that, although

21 Tor o dipcussion of the relationship between the size of
holdings and technology see Pochumon, K.G. and Cristendon, ReP.:
"he Reonomics of Favm Size," in Southworth, .M. and Johnston,
Bols (edsedr Agriculinval Doevelopment end Beonomic Growih,
Coxnell Univ. Erems, 1967, pp. 234-257. See also Bramd, S.8.%
”Agviculﬁuw& and Zeonomic Development in Southern Africa, Jon
Suute House, March 1972, ppe 13-1i.

22 PBut it did ghow falth in the private sector and Governmeni's
ability to provide non-pgricultural employmeat to aboub hulf of
the then existing homeland population.
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phenonenon of vnderemployment is pavbtionlarly relevant Lo the
aprlculiural development pollcy in the homelands. Asriculiural
lond is, for examplé, divided into units or holdings, each of
which ave, under existing technlques of production, sufficlently
large to provide for the needs of a Black farming family;aé
the ain ig therefore to achieve a volume of cutput that would
meet the demands of the family conserned.27 This is assuned %o
be the desired level of oubput. It is fupther nseited that this
aim will be achieved if each agriunliural holding were, on the
avarage,vﬁcaqpied by one Black familys In this cage the desirved
level of output would equal the actual oney so that uanderenploy-
ment would, by definition, be non-existent. On the othey haynd,
Lf At is found thal each agriculiurgl holding ig, on the average,
ccoupicd by move than one familys it Lollows thab the desived
level exceeds the actual level of output; and in this case the
size of wndervemployment depends upon the extent Lo which the
muber of fanilles exceeds the nunber of avallable agriculibulral
holdingau

Our ostimatlon precedure, vhich isg explained in detall
baelow, éonsisﬁs of b genoeral steps, hamelys

(1) to determine the average mize of presently completed

holdings for each homelands

(2) to estimate the Lobal potentlal auwber of holdings
in each homelond on the hasis of the results obtained

in (1)

oy

26 Thig is done for all types of farming, e.g. communsl fevming or
a combination of comtunal and private favmings In all cases the
subdivision ig dong to determine the carveying capacity of the land.

27 See Rhoodid, Nede obtsal. (edse)s Homelands - The Role of the
Corpovations, Chrin veu Rensbups Publlcabionss 1974y ps 683 and
Smity Pot Die Ontwilkeling vem dic Bemboetuislande - Probleme en
Voorultsigte, publication of Africa Institube, No. 21, July 1969,
ppe W5y .
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(3) to estimate the nuwber of families in homeland

agriculiure; and

(&) %o oatimate the mize of underemploymeat by

comparing the nunber of agriculivral famllles
with the total potential wwber of farm holdlngs
in the honelande.

The firaﬁ step was to detevmine for each homeland the_average
size of completed holdings in reglons of both irvigation end none
ivvigation forminge In-Table h.l this is chown for all homolemds
exeepbing the Transkel and Kwaﬁulua The caleulablons in ﬂgble boa
refer o 1969 which is the last year for which datn on Ffora
holdings were available.  Bince thén the agriculiural services
of the Depaviment of Bantu Aﬁministrmtian and Dovelopiment have
heen delegated Lo the various homelaud govevmments, none of which
have monaged Lo produce subsequent data on the nunber and size of
plonned holdings in their respective homelemds. It should be
mentioned; however, that the toiml aren plamed by 1969 comprised
as much oz 8% per cent of the tolal avea plamed up to 19?4,28
This,together with the fact thab the Deparbment of Banbu Adwinlee
tration and Developuent conbinnes to advise ond superviee the
departiments of sgriculbura of the various homelandsy would seem
‘o indicate that the averége pize of fazm holdings may nol be much
differvent boday from what it was in 1969,

Dne to & lack of data on the division of agricultural lend
in the Pransked and Kwazuln, vecovwrse had to be btoken in these

sases to the corvesponding eshinates of the Tomlinson Commiseione

28 South African Institube of Rmce Relationss 197k op.cit..
De 208



8 )'.g.

YIOULEg JUSUNLISACH *40AT GLOGey TENTUY

“Tlmlg PV G-z *Gd

i1eans TS TASyY

naWeg UOTI00§ “quemdoToARs PIE UOIRIISTUTESY

ngweg JO °2dog *BOTIIY Uaneg IO oTTgudey moxz pajdepy - 1902009
26724 2944t oyt eed, 66T ZiE 68 LG 664 TETS TH=BS0UY
0£°0HT 9g¢ e #5035 9g°tT 626 T 6T 692* T4y BPUDL
€646 ity Shgtece z6°T 9z4 - zeg 8994042 TZEng
86°Th ito‘ce CzgtzentT 90°T 65Ct¢ Te6%E 9getoEy T BROGET
oSG 0AT Sokty clovzel % 66 TOS 5629 TISTRERD
grecee geste OHECERAST €42 6o5%T 0605y QegteChtT | Trmensyeranydog
| 66767 szTrz | g - yEetes | vubenbeomgoseg
(meBxom) _ (@eBacm) (ueBzomy - - T :
. BuEproy SSUTPTOY - peTURLS Sutproy sSurpTon (veBacw) (meSzom) -
: .@mﬂmﬂmﬂn.m F mwm.mﬁ..m.mm ’ wedLy TR IO BRI PETESTS POLRETI
°zTs 8ugsay Io gacmnn JC wUesXE  |ezZtg ofeioay 0 Jeopmyl |Reay IO wenum BOIY IO .
DNTIEYE TVERISYd W CLOH DNTIEYS NOTIVOTEaT FUOIRL TE0L

SPUCLo00n 04} UL SOULDLON Uwod Peloldliop ;O 0515 OUeaehy POGOULLeE ouL




85

T

*4#G QY pue GIT *d *e3To*co traodey GOTSITUNCH USSTTLTEOT 130IN0S
ont : tinnt 41 | Bupnoss oueo-s83ng
4Sotas 9% bt L00te - 2
SuTHIBT POXTH 2
co0s*et Y cottee . 107¢ TRTQUSPISSX oYU} ST USSION SUC SYL T
mﬁmﬂm T+ g2 gogticz EH .
wld T + 26T 6LE64T b1 _ .
_ o ¥ - SCTYOT %+ | oSNV T~TY TOT,
6acts I+9¢ 000°002 & iyteet 2 9eT 201 y | IEISHVEL~TVION
. . ) ¢
9254t T+ 08 L29%9LT T s 606441 T+ 1€ Q0T ey m
5 g fal 4 4 ;M
62 L T+ g2 ogstere ‘g 4
> 0z9*0g T+ &2 m_,mmm.m :
oG4y T+ & 612091 T : — c
. , & o J.A 13 MM
24446 T+ 9% e i MM 2Lat¢ T+ 8% | RO
. i
296*tT T+£9 000*00T “a #96*9T T+ & 2Rt TS et
(uodxou) Am..wmaoﬂv (T3z0m) (waSxow)
S2uTPTOR Lymrer . moTSaaung zoI8ey SSuTpIon phrmmes uctserong uotdeyg
WIBI IO A8q zad puet 3o JO 1UeIXe | TRARNITROTASY WIBF I0 390G zad preT 36 Fo juegxe | TeInyTnOTISY
~ERY POSCcE0Is | JUdj¥e pascdoag POYBWTIST Snoeuesoncy ~mmm pesodosg | 1U9Xe Pesodoag PojRWTIISE SNOCSUSE0EOH
FINZVEY IISHYED

943} UT SEUTPTOR WmEey JO 9T oSeaAy pIjewrisy suy,

ninzesy PDUe TIHIURLT

Tt O1GBL




86

Thig proved to be no casy task as the Commisslon's estimates
referred to the homogensous mgriculﬁurai veglong of the Republic,
rather than te the individual hﬂmelandﬁazg It was, however,
posgible o approwimate the Commission's recommended average size.
of holdings For both the Transked and “Kwazuly by, Flrstly,
subdividing each homelénd into ils relevant shéres of the standard
agiricultural regions. Thevealter the approximated asizes of these
latter agricultural subregions were divided by the corresponding
average size of holdings vecommended by the Tomlinson Commlesion.
Phe rvesults ave shown in Teble %.2.  Trom Tables hel and 4.2 it
can be scen that the average size of completed holdiungs in the mixed
and pastural fawming reglons varies between 205 morgen in the
predominently pastural farming reglong of Bophuthabswans and
26 morgen in the predominantly nixed fopming regions of Basothow-
quague

The gecond step consiszted of estimating the total potential
naber of farm holdings in each of the homelands. For thig it
was necessary, fivet of all, to esbimate the total amount of
available agricultural land in ecach of the homelandss The total
extent of each homelond was accordingly reduced by an estimated
nutber of morgen which allows for both existing as well as
proposed townshipss AL present about 90 towns ave either
completely plamned ox in the process of being planned in the

“
homel&n&sfg It lg enticipated that a further 50 townships will

LE

29 Tomlinson Commisslon Report, onsclb.; p..lﬁB.

30 HNalan, T and Hatting, PeSe (edes)t Swart Tuislande in Sulde
Afrikey Afrpicn Tasbitubte, 1975, pe 224
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ba developed in the formeeable fubtuve. . The average number of

houses per township is estimated at appromimabely 2,000,91

Furﬁhermoye,rin the completed townships the average smount of
land per residential house, after allowing Pfor such. pevvices ag
obreche, achools, clinics and shops, appears to bo phout
€L mmxgen»Ba . Aﬁcmrdingly, i averages of 2,000 houses =snd
2,000 morgen pewr towmehip are accopted, the total exbtent of
axisting and proposed townships in the homelands comes to sbout
300,000 morgens  The 1attew amount is allowed for in the
estinates of avallable agriculiuval land premented in column 3
of Teble %3

Colurnng 413 of table %.% contain estimates of the total
potential nunber of farm holdings in the homelands.  These
egbinates vere arrived at by dividing each homeland!s total
extent of forestry, lrvigeble land and wixed and pasiural
Farming vreglons by the corresponding estimated average size of
gggg&gﬁgg,hoidingsh From coluwamn 13 it appeavs that the total
potential mumbor of farm holdings is estimabed ab about
106,000 for the homelands as a whole, Thia amount is made vp
of 313,000 holdings in the mixed and pastural farming veglong,
46,000 40 irrigation farming regions and 47,000 in regions
aultable for foregbry. The esbtimated averape size of all types
of holdings in the howelands 1s equal to sbout hk wmorgen, which
is somewhat smeller than the Tomlingon Commisslon's recommended

. 5%
size of 53 movgen.

.y

31 Ibide

32 Tomlingon Commission Report, Opscites pe 148. See also Kingsley,
B.F.t "Dorpstighing dn die Tulglands," in Yearhool of SABRA,
Naes 6’ 19?0, Pw ?)6&

35 Tomlinson Commission Report, op.git.s ps 114,
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These eslimabes assume that The proportion of availeble
agricultural land not yet planned (approximetely 35 per cent),
will in future e plamed in much the same way as the proporm
tion already planned. It is thevefore assumed that the
variation in the type and quality of land ig the saume for both
plonned and waplanned reglons. While the latter assumption
vasg lérgelﬁ‘récesﬂitéﬁed by a lack of data on the porposed
pianniné of unplanned»agriculﬁnrvl land in the homelands,
availsble data do indicate that the pwgportion of awabie to
grozing land of waplamned reglons is moxe or less equal to“thaﬁ
of planned regiou$~3%

The third sbep conslsted of estimabting the nurber of fawilies
in the rural areas of Tthe homelands. Judging by the respective
sex rabiols of the wrban and rural populobions of Tthe homelands,BB
1t would seem that almost all the temporary migrants (temporary
sbsentees) descend from the rural areas of the homelends. The
total rurel populabion of the homelands (coluun 1 of Table L4e3)
Therefore includes the total estimated number of temporayy
migrants.  The aversge Black family is finally assumed to

e
N 1o
congist of 6 persons.”

The fourth and final gtep attompls to estimate the size of
underenployment by cophring the nuwber of ruval Temilies
(columa 2 of Table 4,%) with the total potential nuwber of farm
holdings in the homelands (column 1%).  This is shown in

columms 1b and 15 vhere it is esbimated thabt sbout 65 per cent

of the tobal agricultural lohour fovce is undevemployed; thisg

L See Depavitment of Bantu Administration and Developmeniy Section

(e

Bantu Agriculibure, opsecites ppe 67-71.

Depavtment of Stabistics: Population Censuss Souple Tebulation of

e
LN ]

Bantu - ‘Ages Occupation, Industyry, School Standard, Birthplace,
Report No. 02-02-02, Govermuent Prinbery 1973y pp. 1416,
36 See Tomlinson Commission Report, opeGites P Sl
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indlcates the extent to vhich the desired level of oubtputb
exceads the actual one. In other words, it appears thal, on.
the basls of the pregent policy of agriculiural development,

the agricultural sector is only capable of fully sbsorbing about
105,000 families or 35 pew cent of the total rural populaiion
of the honelends. As far as the individual homelands are
concerhed, the corresponding percentage is smallest in
Gozankuln (18 pew cent) followed closely by Bophuthebsuana

(20 per cent) and the bomeland of the Venda (2% per cent)s

it ie greatest in the Tvanskel (54 vper cent), Dasotho-quaqua

(51 per cent) and the Cisked (35 per cent)s

(v} Conclusion

Oﬁr main conclusion ig that the agriculbural developument
pmiicy hag largel& failed to fully utilise the agriculiural
labour forvee of the homelandéw More specifically, although

the pregontly completed farm holdings arve smaller in size thaa

thome proposed by the Tomlinson Commission, the above estimate
of undévemployment oxceeds that of thé Commisaion's by a
considorable margine The veason for this difference must be
attributed to the nabural growth of population, the hitherto
velabively modest development effoxt, the incrensing
rosvrictions on the mobility of labour and, wost luporbont,

the policy of humﬁﬁ vesettlenent,. The sigonificance of the
Latter lg indicatod by the large number of people who have

boon resettled from the rest of South Africa to the hommlandsy?f
and there can be Little doubt that the resettlement of people

hogs vndermined vhat efforts there were bto raise output per unili

37 Bee pe 27 sboves
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of land in the agriculﬁurél sector.

In the previous chapter it was esbimabed that the total
lahour foree of the homelemds will inerease by some 100,000
individuals each year between 1975 and 198%. To. this one
might odd the estimated number of mbout 770,000 uwnderemployoed
rural familiesy or 65 per cent of the rural population, mo .as
to obtaln some measure of the mize of the employment problem
in the homelands. It does not follow from this, howevery
that new employment opportuanities will have to be ma&e avallable
to each and every new entront and underemployed Samily in the
homelands. It is guite poesible, for eyample, thal mony
rural honelanders ave employed in Tthe inforinal éector wheré

they participate in such sctivities as hawkingy beer hrewing,

)
. . e » . 20 PR
tailloring and building.” Sinilarly, a greal many homelanders

migrate between)the homelands and the regt of South Africa, and
rewit part of thelr earnings to families who remain behind in
the homelands.  Subsbantial increasesn in those remittances
way well be sufficlent to provide for ﬁhelneeds ol the
Tamilies concezned, It is thevelfore likely that some rural
familien may proefer not o utilige the Iull potential of the
landy in view of the ewlstence of such albernative sources of
income as the informal sector and temporary wigrabion.
Purthermore, people who sclually work on the laand, whelther
on & part-time or full-time basis, moy be unable Lo vealize
the full agricultural potentlial becanse of a shortage of
production factors other than laboure In these cases the

golution to the problem is not likely to lic in the provision of

58 The informal sector is further discuseed in Chaptor 5 belowe.
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new employment opportunities in the non-agricullural sectors.
What is needed is an aotive programme Tor the improvement

of existing jobs in the agriculiural psectory e.g. the use of
seedsy Tertilizmer and pesticides and the provision of loan
mapiﬁal.39 Pinally, we have throughout stressed thab
employuents or the lack thereof, is merely one part of the
general problem of underdevelopment.  The proviﬁien'of
adequate employient opportunities will not Ly iﬁéelf sabinfy
the widely divergent demands of the people. There im also
o need Tor bebter health snd education and, more generally,
Tor an improvement in the guality of life. '"The bagic
objectives of wan, and therefore, of all societies, whether
developing or developed,'can he pummarised in one phrase

to improve the quality of life,"lO

%9 See sectlon (v) -of Chapter 5 below.

4O Sebey Lelay Chief Minister of the Cigkei: "The Polential,
Peoblenms and Priorities of the Cisked," ATHSEC Journal

Rhodes Universityy 1975, De 353,



SECTION I EGONQMT.G STRATTCY TN THE HOMETANDS

bt

INIRODUCTION

(1) A Notg on thg Ceuges of Underdevelopment

Tt is a recogaised fact that in most doveloping countries
rosOUrces are being allocated In o way wvhich favours a privile
eged fow at the owpense of the masses. ”“Xt would be umwise
o dgnore the pap that exlsts today de facto betueen a
nubsistence famer and a kulak, oy betweon a self-enployed
artisan or small chopkeeper and a capltalist pusinéssmanu o
batween én ungkilled vage Lobourer and a wellnpéid sheilled
worker dn vespect of thelr incowe positions way of 1ife and
thinkinggj’ vhat is move, these différences tend to be larger
in developing countries than in the cconomicnlly advénced

countriens of the 1-;@‘5;%:.“2

The momt striking inequalities are
thono in raespect of the distributlon of political power,

land, capitals income, jobs, education and other physical and

1 Srentes, Tet The Political Bconomy of Underdevelopuent,
Akadbmind Kindd, DBudapest, 197L; ps 269.

2 Tbides pe 267, See aloo Pawkert, Fotf "incowme Distribution
at Diffevent Iovels of Developmentt: A Survey of Evidence',
International Ishour Review, Vole 108, Nos 2, August 1973,
PPe Q71224
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poclal servicess”  Tipbon puis it succinetlyt M suee the

problem of pavérﬁy is o problem of the digbribubion of income,
Jobs and land““4

Thege differences mmong people of the pame couniyy
sugpent that the couse of the development problem lies in the
digbributional effects of past and pweéemm developuent
stratogies.  Bub in exactly whak wey do these ineggualitles arlee?
Bome beligve that the ceuses of lnequalily are so widely
divergent that the only pvopor way of analysing them ig to do
2o within a multi-dlgeiplinary @anﬁeﬁﬁgg indeads Tou wwulé
depy thab tho onuges awe not only economle,; but almé political,
sociological, anthropological snd peychologicels In this
respect Bomns wwiﬁefs polnt to the exiglence of ceritaln soclal

and political Tactore which wight impede any abtempt to

wa

% fee Chenery, e, Aluvalin, MeSe obexlet Rodistribubion with
Gmowkh, World Banlk and Ingtitnte of Developuert Studics,

Oxford Unlversilty Presoy 1974, Chapters 1 and 35 Healy, DsTlss
"@evelapm@nﬂ'Pmii@ya Hev Thinklog sboud sn Inborprobabion',
Journal of Eeonomis.iiﬁe?atura, Vol. 10, 1972, pps ?Géw?vﬁg and
Strecten; Pet "How Poor are Poor Countrics?' In Seors, D

and Joys T. (edms): Development in a Divided World, Penguin
1971y ppe 67834

Lo Tiptons M.t "ihe Intermationsl Diffusion of Technology™, in
Seersy D and JOF, L. (G‘dfu}g. m)&géﬁé_«, Pe 62«

5 See Myndal, G.¢ Beonamic Theory and Uaderdeveloped Regions,
HooMillan 1957 and Wyint, Wet ‘“Eoonomic Theory and Underdevelope
sdnliounbries', Journal of Politieal Reonowys Vols 78, No. 5,
October 1965, pps W77-hol.
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redistribute income on o comprehensive 53@1@56 This oy 2lso
be time of the homelandss It im possible that the vulews of
the homelandsy many of whom own property and other meens of
production, nay be guite insensitive to any radicsl
redistribution of income inaelfar as it might threnten thelr
own interests, as ﬁell as the luterests of their supporters,
But such possibilities ave ot easily verified, amd il seems
more veallshic to accepl them ag é yomaible conntratnt on the
econoinic development of the homelands.  Theve iy the further
problem that dhe economist may not be in a posgition Lo
coptridbute wmeanlngfully to an analysis of the pocial and
politicnl vardables of the development problems It dp for
these reasous that the social and poliifcal dimensiong of the
problem will be lavgely ignored iu the subgequent analysis of
development strategy in the -homelands.

Given these provisions, it ssems worthwhile to concenbrate
on the economice of the dovelopment problem in onr brief
dilseussion of the causes of underdevelopment. The problems of
unenployment and imsufficient lncomes géﬁerally'awiﬁe From the
particular stractural chaages in @hé,ééonomiam af devéioping
counbries, In most cases those oﬁaﬁgéﬁ are gquite inconsistent
with the corvasponding endowment of resourcesy nore specliically,

ina most developing countries capital is unsed velatively

6 Seerg, Dt YA Step Towards a Political Beonomy of Development™,
in Jﬂliyg Roy De K&aﬁ1 By ebeals C@&ﬁn)% Third World
Tuploymert, Pepguin, 1973, pp. 402-l12.
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extensively snd labour f@laﬁively $§araely,.nohwifhaﬁanding ,
the faeh thab cepibnl ibks the scarce and lmbaur‘tha ahundant
fasiee of production. @hiﬁ moy be expléined in %erﬁa of two
hagle demand relationghips, namely the foreign demend and the
domesbically vichls demand for the goods'and services produced
iﬁ.develaping,counﬁ?iesﬁ

The forelpn ﬁamand féfiﬁbmeatically produced goods is
uopally web by fivws which ave able to laport caplial and
ﬁaéhnolggy cheaply from the economically advanced countries.
The ingvitable yemulﬁ 4o Yhat these fipms tond to use
relatively ca@itmlw and glille-intensive techulques of production
in conditions vhere uncklilled workers ave in plenﬁiful‘supplyu
This poiut is widely recognigeds 'Ome thing we can may with
nome confldence im that what is bavaful is not so mmch the
trangfer of ideas or technigues or/tﬁétés ag thely nalve
tranafer without adaptation in civewmstemees for which they
were never intendedq“? The effect of sueh transfors is Lo
radge the chares of caplial and ghllied labovr 4n the national
income of developing countries. The latter ghare wlses
becaué@ of the incrensed demand Tor skilled labour which, in
mopt developing countyles, ile in relatively short ﬁupplym
. Aad the resulbont rise dn the cost of 1&hoﬁr leades to a furthexr
increase in the usme of labour-saving produdtion techilgues,
go thaty although production increasesy employuent rises less

. 5 . " “ S &
Than it would have risen under different circumsborces.”

7 Soergy Det "Rich Counbrles and Poort, in Soewrg, D and Joy, b
(@df&'a); Qﬁni}i{;e\g Do KR H

8 -SBse Jollyy Ret "Mampower amd BEducation', in Sversy D and Joy,
Ly (edse)s opeciboy Dpe 222-223%
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The second demand relationship follows directly from the
Tivet one. - The increase in the wages of skilled and other
wage labourvers usually leads to an increase in the apggregsate
demand for dureble sud seni-durcble goods and servicesy the
1ist of such goods is endless and ineludes electrical equipment,
radiogramg, seuing machines, cosmebics and life and other
ineurance. These goods are either imporved op locally
produced by means of capital-intensive téchniques of pro&uc%ibng
and in hoth cases the effect ig to glow down the vabe of growth
of employment. An increase in the lmports of durable goods,
for example, csuses a fall in the supply of forelgn éxchange
vhich, in turn, limits the means bo import investment goods for
the production of labour-intensive goods like c¢lothing,

Inotwear and furnltuve. Jolly mang up the bvobal effeot as
followgt MSlow growth ln employment dp ivu large pa?% an exsnple
of the costs to the lovkincome countries of being dependent on
the technologies of the rich¢"9

It is possible thatriu Many covnbtries the pabtera of
donestic demand has becoue qugte independent from the Tordgn
demand for goods and mervice$¢10 But the general conclusion
seeus Lo be cleamr t pust slrategies have caused a relabtive decline
in the type of demand which is neoded to induse the developuent
of industries which use production fapbors in accordance with

the resource endowment of the countries in question. How do the

9 OE 4(?13.;!2_« 1 Pe 235

10 Sce Szontosy Tey op.cite, Chaptor III.
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homelands £t into this picture? Theve is litile doubt that
the economic development of South Africa hag ”ollnued a pattern
gimilay Lo the one outlined above. The vole of wewsbteran op
westernworientated ideasy tastes and tochulqued in the
devclapmenL of Bouth Afrvica is a uotﬁmknoun fact. And 5o, 800,
are Lhe 1nnqnﬁ3¢tjesum South African bOcmetﬁn © Ghe Komelandﬁ
are merely one of the Lnevm”abjo congequences of this Process
of developnment. Ib may\well be argued, for esanple %hmﬁ the
héméland policy has generally arleen from a realiﬁation of the
‘basic umﬁenaﬁiliﬁy of a system tihich is based on inequaiiti@é
between individvals, regions and naa¢onbg aod this ig indeed
one of the basic premises on which the present study is based.
whéﬁ remalns to be dones however, ie to amalyse tho steategy
euployed to cloge the economic gap betueen the hamelmndm and

the rest of South Africa.

(11)  Dovelopment Btrstegy oud the Homelends

The solntion to the development problem obviously iies in
the elimination of the cavses thereof; thet ie to duy, the
aolution depends on the exbent to whieh available resources
¢gm he allocabed in-acmordance with the resource endowment of
the country comcerned. As far as the role of the public seclor
is concerned; this calls for a distributional prograume of
public expenditure, sccording to which public smervices sre made
avallshle to the phor on en inereasing meale. The need to
provide more healih and educational services %o the podr follous
from the fact that any policy which provides move joﬁs to the

“poory depends -for its success on the ava silakility of e relatively
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e

healthy and educated Llabouw farae,l Roually dmportant is
the need to provide physical infvamtfucﬁural services to
industries which ume relatively labour<intoensive techniques of
production. Tun Chapter 5 below an aticupt iz made to deter—
mine the composition and direction of public expenditure in the
homelendse  Some information is given on the distribution of
public expenditure beltween regions aand sectors in which
different capital-labour ratio's ave used in the production
of goods and servicess Due to lack of data, howsver, it din
not possible to determine the distribubion of any specific
public service between different income-groups within the
bomelands.

In most developing countries theve le clearly a need bo
change the structure of consumer demand so as Lo make it more
consisbent with the corresponding endowment of vesourcese. In
The sbeence of an efficleat fiscal syatemgla this way be done
in bwo general ways, nawelys

(1) the promotion of labour-inbensive techniques

anong caplial-lutensive industries by seans
of such indivect measures as labour subsidies,
and

(2) the direct promotion of indugtries which use

Lahour-~intensive productlon technliques.

11 BSee Chenery, H. end Ahluwaliay MeS8., @pegilies pp. 81~83, It
is algo necessmary, of course, that the educational programne
showld he dirvected btowards the soclal and economic needs of the
community in question. (See Jolly, Rey Opacite)

12 Soe Stevart, F and Streeben, P.Pui YConflicts betweey Oubput
and Buployment Objectivesy in Jolly, Ra, De Kadbt, E. et.al,
(edzs)y Opacitey pa 371
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Tne firgt poliey dp difficult to implement because of the
relative costiiness of usipg lahounr-intensive technlques in the
production of durable and semi-dursble goods and sevrvices. Ia
o recent study, for example, Ahluwalis showed that the
distributional effect pf reducing the relative price of labour
and raiming that of capital, is likely to be limliaed by
technological conditions of factor proéuctivity'and guhsbitube
ahiliﬁyglﬁ The seme 1 not necessurlly brue of indusiries
which produce goods demanded by the poor, Thin is beocwnse the
production debivites of such indusiries tend Lo be nove
labour-iftensive than those of mest other industiies. The
TelnOo » regport on Coluwbia stabesi "s... the basic poods
which eve widely purchased by those on Loy incomesAare precigely
the goods which ave (or can be) produced with techaiques
conglderably mere lebourw-intengive thon those uged in the

11
i fhis im one

productlon of the goods demanded by %hé oichs
of the iumportant foouses of our spubsequent analyels of develope
ment stratezy in e homelands. In Chipter 5, for example, au
analysin is made of the labour content of different industrios
inhe homelands.

It would be nalve to igunore the exlstence of o possible
conflict bebween the pgrowth of. output and employment growth.
My deliberate atbtempt Lo expand employment wmay well involve

a sacrifice in the growth of output inasfar ag some laboure

13 See Chenery, He, Ahluwalia, MuoSe el.ales opeciba, pp. P78

1 Intermational Labour Office: '"Income Distribubion and
Tuployment", in Jolly, R, Do Kadt, B. et.ale (edse)y opscite,
Pe 1’2‘0 »
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intensive techniques may bo technically less efficient than
capital-intengive onem. In some cases capital-intensive methods
may vge less capital per unit of oulput than laboub-intonsive
me'i:hoci;s*qb There is strong évideﬁc»:«)e, however, that the
opposite im true‘ofvmany industries which produde for the local
markets of developing countriea?l6 ~ There ig also no reason vhy
lahout-intensive techniques could not bhe mé@e’mcre productive

by %echnmlogical inprovementsa and innavatioﬁéul? Turthermora,
to the exteuﬁ that @roductivﬂﬁy ig messured in terms of the
given markelt prices of capltal émd labour, any difference in
productivity between capital-intongive aﬁd labour-intensive
techniques may be quite memningless. This is because warked
prices do nob mérammfilj w8ETect the soclal epportunity costs
of enploylng lobovr and capital in a developing aconnmy%ﬁ It ism

in this sense that strategies which emphasise efiployiment abt the

2

See Stewart, F., and Streoton, PPy 9psgilsn Po 568

Soe for example Gouverneurs Je: Productivity smd Factor Peow

1.
¥

oy O

portions in Less Roveloped Countries, Oxford University Pross.

1971, Chapiter X3 HWavsdeny K.: '"Progressive Technolopies for
Developing Counbriest'y, in Jolly, Ry De Kadbs Be oteols (edse),
opecitoy Pe 320 and Stewart, Fe and ﬁ%kﬁe%on; PePuy opeciboy
Pe 370

1? SGQ M{zrs:\d{al’lg ICQ s, ‘Ql)*i:g;.k'&qg 1”.11(3. Ghel’lﬁi‘i"y,; I’Iu"r M?.:'.uw&liag I"Iu&g‘
ebualos Opeekbas bps 8809,

18 Sec Toternabional Lwbonr OFffices Dmploymeant and Beonomic Growth,
JAPARa_Sele, Genevay 1964, ppe 136-137 and Iittle, L.M.D» and
Mirﬁléea, Jot Manuald of Industrial Project Auvalysls in Develope
ing Countries, Vol. II ¢ Social Cost-Benefit Analyais, OuTiaCales
Pards, 1969
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expense of cuéput, are often regavded aps soelally desivable -
Wit im worth éacrificing production Lo reduce thim evil (of
unemyloymanﬁ)gﬂlg

An éépecﬁ of development sbrategy which bas been greatly
neglected in the litersture in the distribution of resources
between different veglong of & vountyy. Thisg is probably due
Lo the fact that any redistribution of income emong individuals
ueually alse implies a redistribution of income between regions.
In the present case, however, this does nob necessarily apply
ag the homelunds are separate national entities which ave
adninistered independently from one anmother. It ie therefore
necessary to inguirve into the distribution of resources between
the various homelands. Thisg 1s done in Chapter 6 where on
attempt is wade to determine vhether availzble regources ove
being sallecaled in accordance with the relative needs of the
Individual homelandsy more specifically, we ghall look into
the inter-homeland distribution of employment opportunities
likely to be created by.decentralising ilndustries and the
Developiment Corporvations., And finally, an attempt is also made
to deltermine the so-called induced growth potenbtial of the
homelands, l.e. bthe sive and extent of local income-generabing
activities which are likely to be induced by exopgenouvs sources

of income in the homelands.

19 Stewarty Fo and Streetony PoPe, Opocilsy p. 372
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Chapler B Boonomic Stratepy s The Development Dimsnsion

In most countries the development problem arises Trom the
faillure to allocabe resouvvces in accordance with the demands
of the majority of the people. This uswally means that
regources are not being allocalted in asccorvdance with the
corre&ponding'éndowment of resources. IV is in this conbeéxt
that the present chapbter ablewpls to assess the economic
development strategy in the homelands. There is no doubt that,
1o terms of ite avallebility, vnaktilled labour ig the mosb
important factor of production in the homelonds.  And it is
ouy purpose %o déﬁermine vhether the present poliecy mucceeds
in utilising this relatively obundaat supply of unskilled labour
in the homelands.

In the fivrst scctlon below gome information is glven on

‘.

the distribuiion of public expenditure betwesn the different
sectors of the howeland etonomies. This partly roflects the
velabive dlmporbance abtvached to the various development
programmes in the homelands. in mectiong (ii), (iii) and (iv)
we investigate the employwment potenitiial of industrisl develop-
ment in the growbh points of the homelands. Seotions (ii) and (iii)
compare the capitel-labour rativls of industries in the border
areas with those of industries in the interior geowbh pointse
This is followed in section (iv) by an analysis of the
capitalelahour ratlo's of different types of industry in the
homelands In the final secbion, vhich deals with agriculbural
dovelopment, atbention ig drawn to the neced to introduce laboure
intonsive techniques of preduction in the sgricultural sector of

the homelands.
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(i) The &llocabion of Public Rosources

The pablic sector plays an important role in the economic
development of the homelands. Tn 1968 public expendibure
constituted sbout 40 per cent of tobtal domestic expendifure in
ﬁhelyomelmndslg since then it has wost probably increased in
relation to privete domestic expenaituﬁé*g The dumportance of
the publié sector is further showun by the fact that public
expendi%ure forme a most duportant sourvce of aubonomohs
expenditure dn the predominantly subgisbout economien of the
homelandsq3 The public soctor is thevefore an imporﬁﬁnt
deterninant of develbyment strategy in the homelands, and in
thig sectlon an at%emyﬁ-i@ made o naalyse the composiﬁion‘of
public exponditure dn the homelands. Boforve so doings howevey,
it ds nﬁaeﬁﬁary to briefly uanravel the rather complicated
inetitutional framework withion which the public sector operatos
in the homelandse

In Table 5.1 we prosent daba on the sourees of publie
revenue vocelved by the individual howsland govermmenbs. The
items shoun i the first two rows oll vepresent suwns which are
dirvectly or indirectly transferved by the Republican or White
Government to the homeland goveriments. The remaining iten

repregents revenue devived fyom domestic souvees, e.g. bezabtion,

1 Iombard, Je.ds and Van der Merve, Adude: "Oenbral Problemg of
the Bconomic Developnent of Banbtu Homelamds," Fingsnce 8 Trade
Review, Voles X, Nows 1, June 1972, p. 16.

2 Ibid. Bee algo the Burean fov Heonomic Reseaveh re Banlu
Development's cconomic revues of the homelands, Pretoria, 1975.

% See soction (v) of Chapter 6 belows
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Licencing feos; staup duties, fines, went and sales of
agricultural produces Move specifically, the value of ghabubozy

grontys is detormined by the smount of direet fLumation paid to the

Table S.1 The Sources of Revenue of the Homeland
Governments

1o72=73 1907 X975

Le Statutory and Additional #
Grants 125.2 143.0 216.2

2o CUredited fyrom Depavtment
of Bantu Administrabtion
and Development to Banbun

Trugh 78k 96,5 137.8
%o Own Sowrces 5.5 41.3 45,0
by TOTAL 2%9,1. 280.8 399.0

Souvces  South African Institube of Race Relations 3
A Survey of Race Relabions in South Africa,
Reports for 1973y 1974 and 1975, Notal Uitness.

Ropublican Government by the nou-homalend memhers of each of the
respective Black nations. In the case of Bophuthatswana, for
aexampley the statutory grant amouwnted to about R7.5 million or

j
23 per cent of total revenmue in 1974m?5pt this ig equal to the

I Burean for Ecouomic Research ve Banbu Development ¢ Bophuthabswana
Beonowle Review 1975, Govermment Frintor, p. 50.
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amount: of divect taxation paid by Tiwanag who live and work
. =S
pevianently in the non~homeland or White parls of South Agricaﬁ)

Additional meants ave slmply veslduald amounts which ave detere

mined on the basisg of differences between publie expendibure in
the homelands end all other items of public revemue. Finally,
the items shown in vow 2 of Teble 5.l are awounits credited to
the Bantu Trust from the Revenwe and Iloan Accounts of the
Depariment of Pantu Aduinistratlon and Developmen%s theae
anounts are divectly spent in the homelands by the Banbu Trust,
which dis simply an exeoubtive body of the last menbioned Department.

AYL thig dndicates thoal the Republican Governmentd
contributes by fay the largest propoviion of the public revenue
of the homelands - R240 million ox 85 per cent of total public
revenue in the financinl year 1973«7h.  In conbrast, the homew
land govermments underiale most of the total public expenditure
in the homelands. Tn 19737t the homeland goveramends spont
cbout R18k wmillion or 65 per cent of total public expendiiure
in the homelands. The remaining anoint was divectly spent by
the Bantu Trust on cuch programmes s lénd purchasiug, Lowye
ghip development, the provision of health services and the

esbablishuent of industrial and commercisal wnderiakings

5 fThe Republican Goverament is veported to congider the possibility
of transferring to the homelund povermnments part of or all the
revenue valped from indirect taxation falling on Blacks living
in noawhomeland South Africe (sce South African Institule of
Race Relations 1972y op.cilss ppe 188-189)s There is so
certainbty, howvever, as o the nature and magniitude of problems
vegarding the identification, administration and allocation of
such revepuno hetuwesn the indivi&uai homeland governments.
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Development strabegy in the homelands is pavily reflected
by the distribution of public expenditure between the sectors of
the economy. This im shown in Table 5.2. The estinates in
the table refer to 1971-72 vhich is the only year for which
detailed information on the digtribution of public expenditure
ig avgilhb&aaé In that year no less than R1L27 willion or
60 per ceut of total public expenditure ﬁa$7spént on such
services as loalth, population sottlement (vhich includes
tounship development) end educabion. This compaves with an
amount of R3Y million, or 18 per cent of the total, spent on
the sowcalled physical productive capacity of the homelandss L.c.
agricnlture, mining, wonufacturing industry ond commerce. Move
specifically, the amounﬂs spent on welfare and health services
(27 per cent), population settlement (18 per cent) snd education
(15 per cent) formed the largest shares of pwblic expenditure
in the homelandg. The sharve of industry and commerce equalled
1% per ceat end that of overhead support 14 per cent in 1971~72.
An inbteresting statietic is the relatively small amount spent
on agricultural development in the homelands - about RO million
or L6 per cent of total public expendituve; this may parily
explain the low yields and high underemployment in the

[)
agricultural sector of the homelandso?

6 A nunber of sources indicabey howsver, thet the composition of
publiec expenditure hag not chonged sipnificantly giunce 1971*72,
It appoars that the proportions of total expenditure speut on
agriculiural developuent and the provigion of heallh and
educational services, have increased only slightly since 1971-72.
Thig seens to have beon offset by corvespondingly swall reductions
in the proportions spenit on land acquimition and population selbilew
ment (See Malan, T. and Hmﬁ%ing; PeBs (edse)t Swart Tuislonde in
Bulde-Afrika, Afvice Institute, 1979; Chapter 1235 DBuyeau Lfor Beonomic
Rewearch re Bomtn Development, opegit., p. 593 and S.A. Tnstliute
of Race Relations 197, op.cilt.y v. 185-188).

7 See Chapter 4+ above.
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It alse appeara Irom Table 5,2 that great diffevences
exigt in the distsribution of public expevdilure belween the
individual homelands.  In 1971-92 the proporiion of tobal
public expenditure spent on infrasbructural services varied
Trom 90 per cent in the Clskel to 57 per cent in Bophuthabsuvana
and 4l per cent in the Transkei. Similar diffevences existed
with respect Lo public investment in the physical productive
capaciby. The differences vere oven greater for individual
items of expenditure; for example, ﬁhappygpmrtiﬁn spenl on
industry and commerce varied from 19 per cent in Bophuthatawana
to 3 per cent in the Venda homeland, while that spent on
edvcation varied from 37 per cont in the Ciskel to & per cent
in Kwazulu. It ig quite posgible that these large differences
arvise from thé fact that the individual howmeland gmovexrnments
are relatively fiee to allocate resources according to their
own, wishes.

Public expenditure in the homelands generally appears to
£it into a type of unbalenced budgeting strategy which, at the
present time, favours the development of infrastructural
services to on expangion in the physical proauctive capacity.
An unbalanced budgeting strategy may be defined as a situation
in which the allocation of public rvegources bebween different
sectorsg is signiflcantly different from the relative contribubion

L) L3 8 % -
made by these sectors to the aabional product, This seems to be

8 See Heller, WaWe. "Figecal Policies for Under-developed
Countries," in Bizd, R. and Oldman, O. (edm.): Readings on
Yexation in Developing Countries, John Hoplins Prese, 1964,
ppe 7=8o -
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true of the homeland economies. The proporilon of total public
expenditure spent on infrasiructural services appears to exceed
the relative conbribubtion made by these seﬁvices to the gross
domestic product of_ﬁhe-homalands? slmilarly, the proportion
spén$ on agricultural‘develbpmenﬁ is auch smaller than the percens-
toge contribution of agriqﬁlﬁure Lo ﬁhe”gross dgmes%ic'productalo
The success or otherﬁise of such a strategy depends on the extent
%o wﬁich the éxiating infragtructural services can be whilised
by either the private ox public sectorsqll And jJudging by the
réiaﬁive insignificanoetof ﬁhe-priVaﬁe sector, this coﬁditian

is not likely Lo be adeguately met in the homelands within the
forgeeable future. '

It way well be argued that the urgency of the aployment
problen justifies‘an immediate increase in public investmgnt in
the physical producﬁive capacity of the homelands. This ﬁould
” require a re-allocation of public resources from the social
morvices to tho agricultural, maonufacturing and service industries
of the economies. Bul the scope for such a ree-allocation geéms
to be Limited by the ﬁpparenﬁ impartaﬁce attached o infra-

sbtructural services ln the homelands.  Examples of this include

9 ZLomberd, J.As and Van der Mewwe, Pedey gpetites po 36

10 For siwmiler information in rospect of othor developing countries
soe Martin, A« ond Lowis, Uehet "Patterns of Public Reveme
and Expenditure", in Bird,>ﬁb and OiéMQn, Q. (édéa), OPaCitiay
Ppe 91-115; and Mountjoy, A.B.3 Industrialisation and
Under-developad countries, Hutchinson and Co, 1966, Chapier 9.

11 Investment in health and educational services, for example,
will not by iteself reise productivity in the agriculiural sechor.
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the political importance ablached to the policy of reeettlmmenﬁ,la

the resuliant growing demand for health servicesy and vhe

reported pressure exenrted on the homeland govermments Lo provide

- - * :L“’
educational sevvices to their people.™

Bven if 1t wera
poszible to spend nove on the physical productive capaciiy, it
does net follow that such a strabegy would necessarily solve the
employment problem in the homelands.  This depends on the way
in which resonrces ave allocated within and between the
agricnlinral, menufacturdng and gervice asectors of the homelands.
And it is for this reason that the rewaining part of this chapber
i devoted to an analysis of the employment potential of

investment in the physical productive capacity of the homelands.

(i) ‘he Buployment Potentinl of Industrlal Decentralisaiion 3.
The Statistics.

In the ihtweduction to Section IIT it wasp mentioned that
the nature of the em@loyment problen generally calls fow the
promotion of industiries which ave capable of meeting the demands
of the wajority of the;people. In wost cages these industries
are aleo the onés which use relatively 1ab0ur~inﬁensive
tochuiques of production.  Any éxpanéian of such industries
ip thevefore likely %o vaise the shave of (unskilled) labour
in the nabtional income of the country in question. This forms
the bagls of our subssquent inquivy into the employment pc%entiél
of industrial deceniralisation in the homelonds. The analysis

distinpulshes between growth points which are situated elose by

12 See p. 31 above.

13 See Lombard, J.A. and van der M¥rwe, P.J., op.cit., p. 16.
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the homelands, l.e. the border areas, and the so-called interlor
growth polonis.

Tn Chapter 1 the veader was briefly referred to pome
past esbimates of the cost of providing employment in the growth
points. To these oue might add that the total gurrent
investient per additional job creabed in the grouth points wés
esbimated at R4,800 vetween 1960 and 1968a14 Similexly, the
Pe?manent Committes fov the Dacentralisation of Industeyy
presently knoun as the Decentralisation Board, fouad that the
total privete and public invesbment per additional Job was
equal o about 16,000 between 1960 and 1970015 These estimates
are almost cerltaln to exclude the capital investmenl pew
additional Job created iun the recenlly established interdor
prowth points of tﬁe‘homelands; the indugbrinl developmenk of
The interior gprowth points was only commenced with in aboul
1970, after permlsslon had been granted to private White
industrialists bo invest in the homelands. Moreover, the
shove egtinmates ave somovhat oubdated and relate to employment
opportunities created in respest of both White amd Black
labourers.

liore up«bo=-date data are avallable from gome recend

- L) E R 3 16 - . " . »
publications™ as well as the auaual reports of the Decentralisobion

%4 Sehe Institute of Race Relationsy 1971, 9p.ciles Do 215s

15 Pevmeonent Committcee for the Decentralisation of Tndustreys
Annual Report 1969, Govermment Printer, ppe beS.

16 These iaclude Rhoodie, Nods eteal. (odms)s Homelands - The
Role of the Covporations, Chris van Reggbu?g‘Publﬁcaﬁiuns, 197hs

and Malan, T and Habbing, PeS. (edse), opscils



Boawd.  Thewe ave put Logether;in Tables 5.3 and Balts
Table 5.3 containg ebtimaﬁeq of private and public luvesbment
(excluding iuvestment in baslc infragtructural services) and
the nunber of additional ewployment opportunitics created in
the monufecturing sectors of both the border aveas and

interlor growth pointe. Private invembment le definad as the

total current investwment in land, buildings, plant and
equipneat of Tirms walch have made use of the finaneial
incentives available at the various grouth points. Public
investment, on the other haud, consiste of the Covermmentt's
direct invesbment in lndustriel buildings, sheve capital and

. 37

leans made to the private sector in the horder aveas such
investment is undertaken by the Indugtrial Development
Corporation, while in the dnterior growth points public
lnvestment is the responsibility of the Xhosa Developuent
Corporation and Bantu Investment Corporablon. The estimated

awiber of additional Job opportunitics is assumed to be divectly

assoclated with the corresponding amount of additional private
and public investment; in the reports of the Decentralisabion
Board, Tor example, refevence is made o the auwboer

additional job opportunities expected to be created by weans

of sdditional private snd public investument in a givem.yeaxalg

17 In the present analysis public investment excludes (1) investe
nent in basie infrastructural services and (ii) iuvestument in
the forms of tex and interest concesgsiong and transport rebateg.
This 1l becavse such lnvestwent is not direclly asmsociabted with
the number of additional Jobs expected o be created by means
off direot private and public luvestment in any glven yoars

o

This is made poSsible by the fact that the finamcial concessions
Lo private enterprise ave baged on the nudber of job opportunities
expected to be created by the proposed private investments din
order to qualify for financial asslstance, a decentralising firm
et eubult the number of Job opportunities likely bto be created
by its proposed investment.
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It seenms therefore reasonable to assume that the rel&tionﬁhip
between total (additional) investment and the corvesponding
nunber of additional job oppovtunities; is indicative of the
capital-labour ratio's uveed in production at the various growth
@ointanlg
One problem with the labter assumphlon ig the faclt thab
loans made by the Govermment to decentralising firms, might
Have been double~counted in the Decentraliﬁation Board's estimates
of total additional investment in the growkh pointe. For
example, public ilnvestment is delined to include the value of
such loans in a glven year. Private davestment ls therefore
inplicitly assumed to dnclude only those iteus of investuent
which bave been linsnced from sources other than Govermient loang.
Since the labtier assumpiion has never been explicitly made, the
possibility exwists thabt part of the estimated private iuvestment
may have been Tinenced from loans obtained from the Governuent
thig would amount to double~counting inasfar ag loans are
included in the estimates of hoth private as well as public

A,

investment. This possibility is allowed for in the estimates
ghown in Table S.4.  In the table total invesbtment, which
consists of private as well as public investment, ig veduced by
the estimated value of loans granted by the Governwent Lo firws
locating in the growkh poivts. The effect of thls is to reduce
the Daecentralisation Board's esbimabtes of total investwment in
the 1970's by sbout 19 per cent. It ig important te notg,

however, that the latter adjustment does not significantly olbar

19 Thip ip similar to corvrvemponding definitions used in other
gindies. (Bee for oxample Bell, Tsi "Some Ampects of
Tndusbrlal Decentralisation in South Africa, South Africon

Jovrnal of Reonomicss Vole Ul, No. 4y December 1993, pp. 420
and 423).
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the differcuce in total invesbtment per additional job between
the border avens and interior growth points of the homelands.
Tabhles 5.3 and 5.0 indicabe that in all growth points
the tobal cuvwvent investment per additional memufecturing job
for non-Whites hag increased quite substantially since the
decade of the gimiles - R8,600 {(or ﬁ?,ZOG if dowble~counting
io assumed) in 1971, BG6,800 (or R5,500) in 1972 and R9,000
(or B7,000) in 1973,  These estimates represent a very marked
increaée over the corresponding estimate of R5,800 (or Rh,300)
for tﬁe period 1960-70.  The tables nlso indicete fhalt this
increase was not abtiributable to the fact that the industzlal
development of the interior growth points was oaly commenced with
in 19703  a oloser look at Table 5.3 reveals that, wheveas total
inveshient per additional non~Yhite Job increased from R7,000 in
1971 to RLZ,000 in 1973 in the horder aveas, the total
investnent per additional job in the interlor growth points
declined from R13,300 in 1971 to R3,100 in 1972 and 12,500 in
19753 these differences arve only élighﬁly reduced if allovance
is wade for a powssible double~counting of losns in the estimaton
of total investment. .It therefore appears thel with the
axceptlon of 1971, the tobtal iavestment per additional non-White
job was much Iigher in the border areas than in the interior |

B : i . ) e}
grovuth points during the peviod 1971“75,&0

20 This seems to be congsistent with similar estimates which
can bBe derlved from data contained in Fhoodie, NeJs elsale
(edse), op.cite, Chapter 5. The labler data, howevers do
not refer Lo any date and eppear to have been based on &
pelected proportion of the total number of decentralising
firme.
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{ii1) "he Ewvloyient Potential of Industrial Decentrelisation $
The Reagong

Tn 1971 the Government set sboul the development of the

interior growth points in all seriousnéss. I that year both

.

the private and public mector invested lavge amounts in the
interior growth yoints without much success in terms of -Lhé
norber of employment opportunities cremtede This was probably
due o the high initial combs of locabing in the relatively
remote interior growth points of the homelands. It may-also bho
true that decentralising fivms depended heavily on the avallability
of industrial buildings and loans as a means of overcoming the
inditial lack of internal snd exbternsl economies in the interior
growth points. In subbequent years, however, the fotal
lnvestument per additionsl job in the interior growth polnts was
muchlower than in 1971, while in the border areans the tobal
investment per job increaseﬁ guite congiderably between 1971 and
1973, Tt seemts worthwhile to inguire into this lavge difference
in the capltal-labour ratico of industries betuwcen the horden
areas and the interior grouth points.

In a recent publicgtion Bell pra@ucéd some evideance of
capltal-labour ratios in the border areas and interior of the
homelan@segl He found that these areas did not appear to have
a pevbicular comparative advantage in goods produced by mesns of
Labourwintengive technlques. Using 1960-81 