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ABSTRACT

Repooal p k n n c n  in an micmabonaj context ba\e tried to dccentndwe pow^h to 

undeTde\"dopcd region; via growth |< ik and gro?/th point pokcies. (n South Afhcz, a 

similar programme in the form of the Industrial Decentralisation strategy was attempted 

Both internationally and locally, thesr traditional regional planning tools failed /Vs a result 

o f this failure, new approaches emerged placing emphasis on new strategic* such as I ree 

enterprise /o n e s  and I P.occssing /o n es  A I rre I nterprisc /o n e  was introduced 

locally in the ( iskci The aim of the discourse is to test whether or not the implementation 

o f  a free market pokes has succeeded in South Afnca In  test this a comparison is 

conducted between the prc and post tree en terpn* penod within the (Tiskci cxam ning the 

num ber o f industries established and the number of ;obs creatud A simdar comparison 

was conducted between Ciskei and Kwa/uhi to determine the extent of success o f the new



p r e f a c f :

T ree' maiket planning has emerged as a relative!) new strategy for regional planners In 

South Africa, the Ciskei recently (1984) introduced a strategy , placing emphasis on the 

invisible hand of the market as a tool for regional development. The aim of this discourse 

is to examine whether or not the application o f the free market policy as a regional planning 

tool has succeeded in South Afnca

The discourse consists of five chapters. Chapter 1 introduces the topic and outlines the 

method of study Aims and objectives are also presented. C hapter 2 a-dyses the 

implementation of the traditional planning tools internationally and locally. ITie failure 

o f these strategies and the subsequent nse of new regiond planning tools •$ considered in 

Chapter 3. Chapter 4 presents the case study of U r  Ciskei, a region in South Africa which 

implemented the f  ree Enterprise Zone policy. A comparison of the Ciskei before and after 

tl.-e implementation of the policy and a comparison of the Ciskei with Kwazulu (fc(lowing 

the old industnal decentralisation method) assisted in highlighting the positive contribution 
of planning within the free market system Chapter 5 concludes by offering some planning 

recommendations and policies which enable planners to work with the free market system.

The conclusions arising from the study are as follows:

•  Regional development occurs best in areas that already possess some pre-existing 
economic base.

•  Greater economic freedom and deregulation in an economy is beneficial and

encourages investment in large industries and promotes growth of small businesses.

•  Planning with the free market system in South Africa proved to fie more successful

than the old traditional regional planning methods (like the industrial decentralisation 

programme) in upgrading regions

•  For regional planners in South Africa, a relatively unexplored fieUI o f planning with 

the free market system awaits them to assist develop poor regions.

•  Although a free system is economically desirable, a planner's responsibility is to

dissolve inequalities and help the less privileged, by expanding the industrial base of a 

nation thereby creating employ ment m both large industries and small businesses.
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( HAP iK P O W  IM  ROD1 ( HON

I Statement of Aim and Furpo<• 

llic  ami of the diKOunc »  to examine whether or not the appbcatioo of the free market pohcv

as a rvgionai fcxsi has succeeded in South Afnca Before commencing on a more detailed 

description of the amis and mcthcxloiogs of the 'upic certain general points have to he made by 

way of departure Regkmal piannmg has two bm ad itrands f irsdy . there are the more traditional
regional planning theories » h y h  include strategies such as industrial decentralisation and growth 

points. Secondly, the’c is the new approach which places emphasis on free enterprise zones and 

export processing zones as strategies which can improve underdeveloped inner-cit> areas, regions, 

or can he used as national policies

In South Afnca. there crisis the spatial manifestation of these two theories In most of South 

Africa, the tra htional regional policies of industnal decentralisation and growth pgvims has^ been 

implemented While, th'- Civkci region, since 1984. has adopted the policy of the free enterprise 

zone to attract industry and create employment The purpose of the discourse is to analyse which 

strand of rcponal planning ba& heen m orr wiccosful m the South ,\fhcan context What ii meant 
by succcxx is the amount of investment and employment created (and cost thereof) by c?ch of the 

nrgiomU planning strategm

2. The Importance of Privatisation and Tree Tconomies

Privatisation and the free market system is an important nhenomenon in the 1 bot h 

internationally and in South Afnca Privatisation has world-wide tentacles and 'tfu-.r is no 

revolution that seems to have been nearly as extensive and as potentially historically far-reaching 

and profound as what is becoming known as the Privatisation Revolution' (lo u w , 1988. p .2). I he 

freeing up of markets is occurring both in capitalist and socialist countries, as well as, in the 

underdeveloped Third World countries The recency and importance of privatisation as a topic is 

emphasised by the synopsis of countries moving towards a free market pol.-y

2.1 Interaaliu«,.itiy

2. / Z F ini World (.'apitaiist Couniries

On a national scale, firsi world countries have experienced intense privatisation f Fixlcr, 1987; 

ITxler, 1988) Tor example, m Canada, the government has sold off two of its aircraft 

manufactu) cs, De Havilland King and Canadair to private firms. The Canadian government in 

1987 also sold six state owned enterprises and Teleglobe to private entrepreneur In the L nited



KHi*Bdom. (Sc telephone and tfk p a p h  *)4cms hem  privatised. Rniam n  i-iso 

Wide ow ned commercwl micro, iscs to their *\)rkeT3 For example Rntish ( j h k  and Wirelew is 

owned by 99^, o f its workforce, and .\ss.TCwted Bntnh Ports h  held hy W #  'f  its workfofee I he 

ITwchcT admmiwratvm has also p n \a tix d  nr is m the process ol pnsatninp sr.vral uhlmes. 

n r ludmp DnUsh awports. Bntish Aim a) s. Bntish kias. Hn*ish Tckcom. British Petroleum. Bntish 

T l, I rown Su^ phen. ^nd Bntish Broadcasting ( orpoiatxon ITie West (ien .ian  gosTmment 

s *o seU some of its shams m Volkswagen and Vega Fraiicc has planned to scM h5 nationalised 

. ...ipanies to the private sector hs I'M! In IQR?. the Dutch gos^mment sold N l" . of its natxmal 

aghne K iA l Belgium is m the process o f pm atism g Brussels IntematKmal Airport, authorising 

the sale of shams to pnsate insTstors Ihc Spanish government is selling Iheria Air ones to the 

p rhafe sector In Portugal, the oil company (  ampsea has been sold, and it may sdl minority 

smur* m the post ofRcc. telephone and transport company, railroad system and national anhnc 

Australia is planning to prh%tne Quanlas airline, the CommonwTahh Bank and parts of the 

tekcom m una o n  industry Japan has prvalised its national telephone and telegraph eor^Mxahon. 

Japan Airhnes. and the Japanese \a tio n al Railway (l iscal Watchdog 19S5)

O n a local ksTl. local gosTmments has? penalised many services I or example, m the I  nhed 

S taks of America, v astewater treatment, sewer maintenance, bus systems, and the collection of

residential trash have all been privatised In Britain, pest control and meals-on-wheels are be-n 

contracted out by Bntish local governments Recreation and parks services, including golf-course 

management, horticultural produce, and civic-hall management ace in the process of been 

contracted to the private sector In West Germany, refuse collection and street-cleaning services 

have been privatised

J . / J  IKorJd SooaArf CowuriM

Privatisation and the reliance of governments on the market are not restricted to capitalist 

countries. Examples can be sighted from socialist countries 'Ehe Soviet Union s own leading 

economist and adviser to Soviet leader Mikhail Gorbachev, Abel Aganbegyan, n  advocating the 

phasing out of some food subsidies and allowing some small private enterprises to compete with 

the state fH xkr. 1987). \ e *  laws m 1987, aBows semi private co-op* to provide some services and 

products In addition, a Ukrainian hclory . Lvov Conveyor Combine, which handles its own 

finances is allowed to offer shares to its workers (H xlcr 1988)

The Polish government is considering whether to permit the market forces to influence pnccs 

and profits. Also, in 1987. a plan was presented to establish a stock market for trading shares 

among enterprises and a bond market open to individuals (Scarlett, 1988) In October 1987. 

Hungary sold 25% o f state-owned shares in a transport firm, G&iakarbon. Hungary is also in the 

process of implementing a new law that will legalise share ownership and wall relaunch the Budapest 

Stock E xchange 40 years after it was disbanded.
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China has introduced privately owned and commercially operated roads, and its citizens are 

allowed \o purchase theii own apartments ( l  ixler, 1987; Ixiuw, 1986a)- The Chinese government 

>' also allowing privately-owned trading centres to operate, has established foreign trade zones, and 

experimenting with capital and bond markets, f urthermore it plans to turn the 3 000 mile long 

coastline into a special economic zone . Vietnam, is reducing taxes on some private activities and 

is allowing new private ventures to emerge (Ftxler, 1987). Cuba has begun to privatise land (lo u w , 

|9K6a).

J / J  Third World Underdeveloped Countries

The freeing of markets is not only present in the developed world , but is also experienced in 

less developed countries of the Third World (Letwin, 1988). For example, Turkey is implementing 

a strong privatisation program with plans to sell the national airline, government -ouncd hotel 

chain, and petrochemical and cement industries.

In South America, similar divestiture by the governments is evident. The Brazilian and 

Argentinian governments are m the , roc ess of setting off hundreds of state-owned businesses 

( l ixler 1987). Mexico is planning to sell off its majority stake in Air Mexicana to private hotels. 

Jamaica has cold off o r leased most of its sugar-refining and hotel interests. It is also planning to 

privatise state-owned radio and television stations, government land and hospital holdings and to 

expand private garbage-collection services (Fixler, 1988).

In the Far East, privatisation has also increased. Indonesia is considering the saie o f its shares 

in Garvda, its national airline, and 200 other state-owned enterprises. Malaysia has sold off its 

state-owned airline and national Hf^tricity board and plans to sd l its .communications mid 

railroad .loidmgs. Singapore i>, considering the denationalisation o f some 4SG government -operated 

businesses. Bangladesh has pr.vatised its banking industry and sold off its textile holdings. It is also 

consideri- g the privatisation o f its railroads and electric -power facilities. The government in the 

Philippines is planning to privatise government -owned enterprises including the National airlines. 

National Steel Corporation, National Oil Company, and Metro Manila Trust.

Privatisation has also increased on the African continent. Tanzania has ended a 14-year ban 

on the private ownership o f rental housing and is allowing am increase in private agricultural 

activities. Malawi, has sold off government-operated automobile-assembly, nu!-processing sugar, 

and textile operations Tunisia is selling off hs textile industry. The Togo government has aw arded 

a 10 year lease to an American steel entrepreneur to take over state-owned steel mills. Ghana is in 

the process of setting state-owned cocoa plantations and will d ie s t  30 stale-owned enterprises. 

Nigeria plans to sell government-owned breweries, banks, and insurance companies. Zambia has 

sold 49% interest in state-owned vegetable oil plant to Heinz. Socialist Angola is discussing the 

saic of state mining, fishing, and construction firms. While Mozambique has allowed a
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multi-national firm, l onnho, to take over state farmland to grow cotton and citrus for exportation 

purposes (t ixler, 1988).

1'his synopsis of world wide privatisation serves to illustrate two points, l im ly , it shows that 

the free market as a global factor is a phenomenon m economics. Secondly, it illustrates that 

privatisation is a dominant and important issue in world economics. Therefore, the study of free 

market policies is a relevant and international topic. An even more recent phenomenon in 

economics is the introduction of I ree Enterprise Zones into countries.

2-1-4 Free Enterprise Zones

f ree Enterprise Zones have been applied in Western countries. Britain has passed legislation 

that has designated depressed urban areas as Free Enterprise Zones (Gn'bcl, 1982) The aim of 

Free Enterprise Zones in the United Kingdom is ‘o provide jobs (Hall, 1982; Harrison, 1982). This 

concept was imported into the United States by the Washington-based Heritage Foundation, in 

conjunction with the Reagan presidential campaign (Harrison, 1982). At the end of 1979 there 

existed 50 tax-free trade zones free ports, and similar designated areas in the United States.

2.2 South Africa

Both privatisation and Free Enterprise Zones are present in South Africa Firstly, the 

promotion of the free market system has increasingly been promoted by ‘he South African 

government (McGregor, 1987). Nasrer s (1985) study entitled: 'Perceptions of free enterprise and 

business - an examination of the status quo in South Africa' shews that the free enterprise' has 
become an important and recent topic in South Africa. This study illustrates that academics and 

businessmen want employees to understand the operation of the free market system. Following 

the Good Hope and Carlton Conferences o f 1981 and 1982 respectively, the government and private 

sector have actively sought to promote the 'free market' in South Africa (Van der Roos and 

Thom as, 1985). The 'free market' has even been credited with the ‘creation of a stable community, 

free o f  violence' (de Wet, 1979, p. 143) Whatever credits (exaggerated or not) have beer, attr Suted 

to the free market' in South Africa, as evident in the state's seeing its shares in parastatals since the 

early 1980s. privatisation has grown in importance in South Africa. Secondly, since 1984, a small 

regien in South Africa, the Ciskei, has adopted the status o f a Free Enterprise Zone (Tomlinson 

and Addleson, 1985). Fherefore, both privatisation and Free Enterprise Zone are relevant topics 

in a Southern At, =*n context.

I h e  aim of the study, as stated above is to compare the regional policies under the traditional 

regional plaining system with those of the new' policy highlighted by tire Free Enterprise and 

Export Processing Zones. The study wiQ assist with the formulation o f possible solutions for other 

underdeveloped regions in South Africa. Therefore, the proposed study is both an academic and
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practical exercise m its own ngjit. working towards possible solutions for depressed jnd poor 

regions of the country

3. Method of Study

3.1 Theoretical review and definitions

I "he starting point of the discourse was to ground the chscusston m some theoretical framework. 

An examination of the broad literature or. regional planning was conducted. Thereafter, the nc'.v 

changes occurring in this field both mtcmationalls and locaBy were ana'ysed. The examination of 

the hew  approaches introduced the concept of f ree iaiterpnse Zones and Export Processing 

Zones as tools for regional development f rom the theoretical review, the discussion focused on 

a physical area where a 1 rce I .nterprise Zone had been created, naiudy, the (Tskci.

3.2 Case study: C iskei

Since 1984, the Ciskei has introduced certain Acts which have made it a Eree Enterprise Zone 

(TomKnson and Addkson, I98S) The have mainly dB ticd  large-scak industry and smaB
businesses The Ciskei was used as a case studs to examine whether the Free Enterprise Zone 

policy had been more successful in attracting investment and creating vmpkiymmt than the 

traditional government polities of industrial decmtrafcssiiaB and growth points With regards, to 

the Ciskei, severs.! issues were raised The was, the r e*e Uifh-'-d from the rest of South A tria m 

terms o f its industrial policy were demonstrated A «. on-iwntiiv ^udy between t 'i s k r  and Kwaamu 

was conduckd to  me if, m tenns o# laqge mcak asdum y the TWrri had been mote xucccadhl (n 
terms o f small business, a similar study was attempted Crake*'s small business peticy wa i - -tlx 

with that o f a region in South Africa, namely Kwazulu fa* addition, a fieldtnp was oondiscesri to 

the Ciskei region. The aim o f the tnp  was to speak to edmoak im phm coang the pohcv . a i  to 

gauge what the current state of affairs is in the Ciskei.

3.3 Interpretation

The interpretation phase examined all the material presented m the case study Tht- enportant 

question examined was: what implications had the above walyris o f Cisfce* s rmfary had on 

employment, income i.e. on the success of development pbmmmg? In terms of the derrntraiisHion 

programme certain questions were examined: Has active government-d involvement (as tn the 

South African case) succm kd? Has the free market system (the Ciskei .- case) worked': Have both 

of these failed*’ If so, then what other polities/options can be devistd?

In terms of small buMuesses similar i.'^stiom  were examined: Has SBIXZ's polar, succeeded? 

Has the Ciskeian method worked'1 Docs one need deregulation?

5



The discourse was concluded by examining what implications the above analysts on 

development planning. The lessons learnt from the case study could be used to formulate policies 

for other underdeveloped regions of South Africa.

4. Organisation of Discourse

The discourse has five chapters, including this introduction. The second chapter starts with a 

brief review o f regional planning theory on an international level. I he next section involves an 

examination of how and why South Africa used the traditional regional planning theories (industrial 

decentralisation and growth points) to solve underdevelopment in peripheral areas. I h e  impacts, 

results, and effects of South Africa's regional policy from I960 to the present will be reviewed and 

the critique and disillusionment levelled at South Africa's policy will be examined.

H ie i :w ' initiatives emerging as a result of the disillusionment of the traditional regional 

planning theories is considered in chapter three. The emergence of Free Enterprise Zones and 

Export Processing Zones as regional planning tools will be analysed. Finally, a detailed 
examination of what constitutes a Free Enterprise Zone will be conducted because it will serve as 

a linking section to the next chapter which examines in more detail the Ciskei s policy (which is 

close in nature to a Free Enterprise Zone).

In chapter four, Ciskei s Free Enterprise policy is considered. «tie Ciskcian experience prior to 

1984 will be examined and some explanation ill be given as to  w hy the Ciskei changed their pobcy. 

The next section will analyse what happened in »hc Ciskei after 1984. The analysis will be restricted 

to two main sectors, namely, large-scale industry and small business. The next major issue 

confronted in chapter four is to  see whether o r not Ciskei s policy was more successful in attracting 

investment and creating employment than other policies followed in the rest o f South Africa. In 

order to do this, a comparative study will be conducted between Ciskei and Kwazulu.

Chapter five consists of a brief summary and conclusion, highlighting recommendations for 

piannmg. Some comments will be made about Free Enterprise Zone versus the industrial 

decentralisation policy in the South African context. Furthermore, for large scale industries, certain 

recommendations will be made. For small business a  similar procedure will be adopted, 

recommending that the advantages of deregulations outweigh the disadvantages. Finally, some 

planning and policy recommendations for other underdeveloped regions in South Africa will be 

made.
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CHAPTKR 2: R K .IO N A L  PLANNING IN 

S O IT H  AFRICA: PAST EXPERIENCE

The focus of this chapter is the analysis of South Africa's past experience in regional planning 

The theoretical issues of growth poles are identified and described, and are related to regional 

planning in South Africa. The purpose, in undertaking this broad analysis, is to provide a context 

for the analysis of South Africa's regional planning The theory helps one to understand how South 

Africa implemented its regional policy, namely industrial decentralisation (ID)

The chapter has three sections. First, the general theory relating to growth poles is briefly 

described. Second, the way South Africa implemented the ID strategy is presented. Third, the 

resuFs and impacts of regional planning in South Africa are considered and the critique of the ID 

policy in South Africa is assessed in detail

I. Theory of Growth Poles

1.1 Origins

In the 19:0s and 1960s, policy-makers became concerned with the regional inequalities present 

in countries. It is in this context that the notion of growth poles gained importance. Growth poles 

as planning tools grew out of the cumulative causation modei o f development. This model stresses 

that the agglomeration economies available in the core will act as a magnet drawing investment and 

growth, thereby creating spatial inequalities. Policies are needed which c.eate agglomeration 

economies in the periphery to reduce spatial inequality. Growth poles were seen as planning tools 

which had the potential of breaking down polarisation and dispersing growth.

Three chief contributors of growth poles were, Myrdal, Hirschman, and Perroux. Myrdal 

theorised that two forces would act upon economics, namely, backwash effects (forces attracting 

resources to the core ) and spread effects (forces tending to disperse growth to the periphery ). 

Myrdal claimed that n  general, the "backw ash' effects would be stronger than the spread effects 

(Stanwick, 1985). Myrdal stressed that the play of forces in markets tend to increase rather than 

decrease inequality between regions. Similarly, Hirschman had two sets of processes, polarisation 

and tncklmg-down. Hirschman claimed tiiat economic growth did not occur at all points at the 

same time. Growth around focal points bads to spatial imbalances, yet spatial imbalances 

(polarisation) is needed for growth to occur. It is necessary to  promote these imbalances, however 

this controlled disequilibrium can only occur until a certain point is reached There is then a need 

to reverse imbalances and encourage trickhng-down. Hirschman stressed that it is the role of the 

state to introduce policies to correct inequalities.



$ mncois I’um-ux was another of the proponents of the spatial imbalance approach. Perroux 

postulated the concept of gniwih p.i!cs in 1955 (Dewar ei at. 1982). Perroux perceived development 

as csscntully poLmscd and prow th therefore "docs not appear every w here at once It appears tn 

points or dcnrlopm^nt poles wtth \ar\ing  intcnsily It spreads akmp discrse channels with varying 

tcrmmal eAectt to the wiw l̂c ceonom>" (Perroux 195$. p.3IU) In its tnilial form, the growlh pole

concept related simply to economic, rather than geographic space The theory sought to explore

processes n>. which new economic activities appear, grow, and stagnate. Perroux expanded on 

Schumpter s notion of innovation. stressing that innovation leads to propulsive industries. 

Dominant ..nu propulsive mdustr.es will have linkages with suppliers and consumers, thereby

creating growth and development in their region (Hansen, 1981)

Boudevilk and Pottkr added a geographic dimension to Perroux s economic space. Boudct illc 

stressed that industries were spatially clustered in urban areas (Dewar ct ai, 1986). Pottic-r focused 

on the spatial pattern of growth and concluded that growth generally followed a linear path, defined 
by major transportation routes (Dewar et al, 1086) These interpretations gave a spatial dimension 

to Perroux s theory.

1.2 Aim and goals of growth poles

Growth poles have been used to combat a large variety of problems. In developed countries, 

growth poles have been introduced to relieve excessive concentration in metropolitan regions, to 

develop old industrial regions, and to modernise regions dominated by pro capitalist modes of 

production (Dewar et al. 1986). In less developed countries, growth poles are used to solve three 

problems. Growth poles are created to modernise regions which are perceived to be 'backward , 

urban centres are introduced to extract natural resources, and growth poles are needed to control 

the expansion of the larger urban areas (Rogerson, 1985).

Whichever problem the growth pole is meant to solve, the underlying aim is to reduce, and in 

the long run eliminate regional inequalities and ’o disperse development (I ncdmann and Weaver. 

1979; iu-chen  and Salik, i9g |; Hansen, 1975) It was hoped that growth poles would reduce 

regional inequality by creating employment. Proponents of this strategy claimed that the industries 

created m the growth poles would spread multiplier effects throughout the region expanding the 

opportunity for local employment In addition, it was hoped that growth poles would raise the 
living standards uf people in the least-developed regions if  countries The idea behind growth poles 

was to achieve self-sustained growth for certain regions (Dewar el al. 1986).

1.3 Requirements of growth poles

in order for growth poles to  work, they should conform to certain characteristics. A growth 

pole should be relatively large in size, be made up of a fast growing sector, and have a dynamic 

interrelationship with other sectors generating growth and employment for the region (Tomlinson,
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develop old industnal regions, and to modernise n-gions dominated by prc capitalist modes of 
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problems. Growth poles are created to modernise regions which are perceived to be backward', 

urban centres arc introduced to extract natv*al resources, and growth poles are needed to control 

the expansion of the larger urban areas (Rogerson, 1985).

Whichever problem the growth poic is meant to solve, the underlying aim is to reduce, and in 

the long run eliminate regional inequalities and to disperse development (I riedmann and Weaver. 

1979; Pu-chcn and Salik. 1981; Hansen, 1975). It was hoped that growth poles would reduce 
regional inequality by creating employment. Proponents of this strategy claimed tnat the industries 

created in the growth poles would spread multiplier effects throughout the region expanding the 

opportunity for local employment. In addition, it was hoped that growth poles would raise the 

living standards o f people in the least-developed regions of countries. The idea behind growth poles 

was to achieve self-sustained growth for certain regions (Dewar r  al, 1986).

!.3 Requirements o f  growth poles

in order for growth poles to work, they should conform to certain characteristics A growth 

pole should be relatively large in sire, be made up of a fast growing sector, and have a dynamic 

interrelationship with other sectors generating growth and employment for the region (Tomlinson,
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1983) I: k  important for the centres to improve the hierarchical diffusion of growth. Another 

important characteristic of growth poles is that the number of designated centres he kept small 

(Addleson, I'rctorius, and Tomlinson, 1989).

In order for growth poles to be successful, they must be supported by government incentives 

for long periods of time (Maasdorp, 1985). I hesc incentives must appeal to the growing industries 

and should not consist of subsidies whose principal attraction is to small firms in slow-growing, 

low wage industries (Hansen. 1975). In addition growth poles are more successful where spatial 

inequalities are low. local governments are strong and relatively autonomous, and loca' resource 

endowments are high (V.l-Shakhs. 1982).

1.4 Application of the theory internationally

Growth pole strategics have been applied in a variety of countries. I he range of nations 

employing this path is found in f  irst, Second and Third World In ’he 1 irst World, t rance and 

Tngjand adopted the growth pole policy The major aim was to alkvu ie the pressure on Pans and 

London (Foley, 1972). In Britain, new towns were created in the 1950s and |96os to try and 

activate growth in the old depressed industrial regions.

In I atm  America, similar policies wc~. applied in Brazil, Venezuela, Chile, and Mexico In 

Brazil, growth was concentrated in the south-east m Sao Paulo and Rio de Janeiro I he Brazilian 

governmei t, m order to balance spatial development, created a growth pole Brasilia, in the northern 

interior which would become the new capital (I ncdmann and Weaver. 1979). In Venezuela, ’he 

creation of the city Ciudad Guayana was based on similar pohcies (Rojaerson. 1985) in Mexico, 

in order to disperse growth away from Mexico City, thirteen growth centres were selected. Ihc 

attempt to encourage regional equality via growth poles was also used in Faster- I uropcan 

countries such as Poland (Regulski. 1972; Wojtasiewicz, 1972). In Afnca, growth poles were 

applied in Kenya (Tomlinson, H83). Growth poles have heen implemented ihroughcut the world. 

Generally the application o f growth pole theory has faded. This statement is also supp-orted by the 

World Bank in their conclusion on research on decentralisation policies implemented around the 

world (Addleson, I’rctorius, and Tomlinson, 1989). I he subsequent failure of growth poles as 

regional developers lead to a large amount of criticism of this strategy (I riWmann and Weaver, 

1979). What follows is a critique of the growth pole strategy .

1.5 Critique of growth pole sir tlegy

Growth pole theory rests on unsound foundations and can be attacked ideologically (Friedmann 

and Weaver, 1979). Ihc thecry does not examine the true causes of regional inequality. Growth 

pole theory ignores the fact that the interrelationship between developed and less developed 

countries leads to a dependency situation. Even if growth poles are introduced in a country , 

inequality will not diminish because it is the inequality at an international level which must be
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overcome before one can have regional cquaht\ (f rieJmann and Wea\er. 1979) In addition, 

growth pole theory r< in a conceptual muddle and planners applied the term indifferently to major 

urhan-mdustnal complexes (core regions; and to vnaD central places m rural areas (growth points) 

(I nedmarm and Weaver. 1979) The aims of the s 'ra tep  were unclear and there was no clear

definition of what a growth pole w,-< i f  u chc.i and Salik. I vS j ;

I he practical application of growth poles must also he criticised One of the reasons wh\ 

gi-owth poles failed was because too many growth centres were designated Uus problem was 

clearly evident in Spain and Mexico where too mam  centres had been selected for special treatment 

(I ncdmann and Weaver, 1979) Orowth pole strategy also failed because it was difficult to 

determine a threshold size tor a pole > Maasdorp, |9S5j

Another reason why growth poles tailed in practice was that the incentive packages have no? 

attracted propulsive industries of the modem sector to growth pun ts  (Dewar c? a/. 19S6). In the 

k w  dcx-cloprd countries of the world two cxpLmathms can he offered to account for thi" failure
I irstly. propulsive industries with last-growing forward and backward linkages arc by definition the 

most difficult to attract, as they arc the most entrenched tn existing centres i Dew ar ft a/. 19Sf>i 

Secondly, most leading' fimis are controlled by multinational corporations and arr protected by 
anti-mral biases of the state (f:u-<hcn and Salik. 198!). Ibus encourages the firms to locate m the 

already established mefnipolc:; o f  developing countnes. in addition, grouth poles hate failed 

because the areas chosen to locate these points are poorly endowed with resources. Ihc 

underdeveloped regions arc at a far distance awav tmm national markets, and they contain poor 

financial, educational infrastructural, and health services (Dewar et 1986). Growth poles 

dominated by multinational corporations base great difficulty in generating local linkages between 
industries m the growth centres and the hinterland. Also, the multipliers which are created arc more 

likely to be captured' by the larger cities (I ncdmann and Weaver. 1979).

Growth centres have created or strengthened intraregional inequality and have exacerbated 

regional economic dualism (Rondmelli. 1983; Tomlinson, 1983). In the long run if successful, 

growth centres merely become alternative cores, repeating the exploitation and extraction of surplus 

from the rural hinterlands which they originally meant to decrease (Dewar et a i  1986) Owing to 

the lack of spread effects, growln poles have also failed in increasing income and employment 

opportunities in the area (Hansen, 1975)

hurt her criticisms of the application of growth poles to certain countnes can he identified Ibe 

absence of intermediate - sized cities in countries where growth points have been introduced has 

severely constrained the decentralisation of growth (l u-chcn and Salik, 1981) Growth poles nave 

also failed in developing countries because planners tend to overlook the fact thru ’his theory 

requires a homogenous market economy of small producers relying o  .ntral markets to sell their 

goods in order to succeed (Fnedmann and Weaver, 1979). Such homogenous markets are 

non-existent in most Iliird World countries. Growth pole policy is also a very expensive strategy
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to implement and the introduction of mccntnes to attract industries has placed a severe financial 

constraint on governments. In sum. most attempts at employing growth pole strategies have failed 

and this strategy "is quite use.ess as a too1 for regional development' (Fnedmann and Weaver, 1979. 

p. 175). Orowth pofe theory (in the form of industrial decentralisation I and its application to South 

Africa will now be examined

2. Application of Industrial Decentralisation lb  eon : The (  ase of South Africa

2.1 How the theory was applied

Industnal decentralisation was implemented tn various phases in South Africa These stages 

will be reviewed and then the trends of ID will be identified

2 / . /  Industrial Decentralisation policy

The conscious attempt of applying spatial planning to South Africa can be dated to 1940 with 

the formation of the Industnal Development Corporation (Glaser, 19*7) In 194* the l agan 

Commission proposed that industnal decentralisation he introduced to stop Hacks migrating from 

rural to urban areas However, it was only after the report of the Tomlinson Commission that a 

programme focusing on ID was introduced. The Tomlinson Commission argued against the 

promotion of border industries in favour of ID in the homelands, however the Yi$)oen Commission 

(195hj un industrial concentration recommended border area industrialisation and this was the 
policy the government applied (Dewar et al, 1986) By the early 1960s. industries were still not 

responding to the policy so the government introduced more attractive incentives such as tax 

concessions, financial assistance, labour concessions, transport subsidies, and tariff protection 

( Pretonus ct al, 1986).

Border industrialisation had failed to acmeve its goals and in order to restrict the employment 

of blacks in key metropolitan areas, the Physical (later Environment) Planning and Utilisation of 

Resources Act was past m 1967 (VVcllings and Black. 1987) ITie Act prevented growth in 

metropolitan areas in two ways. I irstly, Section 2 restricted the supply of new industrial land in 

core areas. Secondly Section 3 limited firms in prescribed areas to the size of their black labour 

force (Rogerson an .ohben. 1982). In addition, to make the policy more viable, white capital 

was permitted into the Bantustans. Owing to confusion arising from the 1967 Act, the Riekert 

C ommission was set up in 1970. This Commission confirmed that further industnal concentration 

was not acceptable and maintained that the majority of blacks could live in the Bantustans 

(Pretonus et al, 1986). The Commission wanted to  protect permanent Mack workers in white 

South Africa from competition by blacks coming from the Bantustans. As a result o f this, it drew 

a sharp distinction between insiders (who had Section 10 rights) and outsiders (Africans domiciled 

in the Bantustans)(CT)bbett, Glaser, Hindson, and Swilling, 1987).
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/  J  7Af VafMMo/PArwro/ /Von r /4Tj

In 1975. the NPDP shifted emphasis from industrial decentralisation simpls into Bantustans and 

fxirder areas to that of development regions (Pretonus el a/. |9% j 7hss plan was concerned over 

unequal regional development and it emerged as a result of South Africa's overriding pr.dlem  

which is "excessive population concentration" (Republic of South Afnca, 1975. p .7). Jhe NPDP 

differed from ID policy m that for the first time the government was concerned over economic space 

(f air, 1975) I he Plan divided South Africa into 38 development regions In order to obtain a 

more balanced spatial growth, planned metropolitan centres and growth poles were introduced 

The '-'•'ohlem with some growth poles t Klerksdorp-Potchcfstroom. W ubank-' iiddktfurg. and 

RustcnbLTg) was that they were located within 150 kilometres of Johannesburg Their proximity 

to the PWA area strengthened the econotni environment of the nation s core instead of spreading 

development.

2 ./.J  I  he Coo- 'ope Conference: / W /

In 1981, dunng the Good Hope Conference, the previous 38 planning repons were replaced by 

8 (later 9) integrated development regions'. I h e  advantage of the new policy was that economic 

regions transcend political boundaries and the promised emphasis on a small number of points 

gives the strategy a greater potential to succeed (Maasdorp, 1985). Within the development regions. 

5 types of urban centres are identified; metropolitan areas, deconcentration nomts. industrial 

development points, other industrial points, and ad hoc ca«w f Tomlinson and Hyslop, i986|. 
furtherm ore, m 1982 improved concessions were introduced to mctea.se decentralisation (Addleson. 

Preforms, and Tomlinson, 1989).

2.1.4 General trends o f  Industrial Decentralisation

Ihe tendency for firms to loca’c to the peripheral areas dates back to 1956 (Bell, 1987a). In this 

early phase. ID was a slow and isolated trend. It was only in the nud-!96ri< that ID increased 

Regions m the periphery experienced an expansion in their share of manufacturing employment, 

from 11.75% in 1967 1968 to 15.54% in 1979 (Bell, 1984). Bell shows that the growlh rate of 

industrial employment in the peripheral areas (the rest of South Africa) overtook that of the core 
region (main industrial areas) during the period 1965 1966-1967 1968 (Tomlinson and Addleson, 

1986) "Hie increase which was experienced in the peripheral areas was not repeated m the mam 

industrial areas of South Africa.

The movement of firms from metropolitan to peripheral regions was a transitional affair. 

Industry moved from the concentrated Pretoria-Witwatersrand-Vereeniging (PWV) area to the 

secondary urban settlements o f  South Africa like the Durban- Pinetown and Cape Peninsula region 

(Bell, 1987a). From these latter areas the industries would then relocate to the periphery of South 

Afnca. This trend is particularly evident in the textile and clothing industries. In the 1960s, these
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activities moved awav from the PWV area to secondary urban destinations. I or example, the share 

of employment for the textile industry in the Durban-Pinetown area rose from 21) 5% m IW ) to 

26.9 te in 1970 (Bell, 1987b) Similarly, in the Cape Pemnsuia, there was a marked increase from 

12.9% in l% ! to 164?, tn 1971) (Bell, 1987b). it is only after 1970 that the main industnal areas 

of South .Afnca show a decrease in the textile and clothing industry. with the penpheral regions 

reflecting an increase (from 29.5% in 1970 to 39.2% in 1979)4Bell 19m7b) Owing to the 

improvements in ID concessioc.s m Apnl 19H2, there has tx-en a significant increase m the amount 

of decentralised activity. This increase can be demonstrated by the following between Apnl 19X2 

and December 1985 most of the Bantustans gained from 60% to 95% of their current levels of 

industrial employment (Tomlinson and Addleson, 1986). In addition, there was a significant 

increase in the number of jobs which were decentralised per annum, from 11 792 m t-*sl to about 

32 000 in 1982 1983 (Tomlinson and Addleson, 1986).

The ID trends which are identified by Bell may be summarised in the following way Industries 

began to move to decentralised areas m the 1950s This process multiplied in the mid-1960s. ID 

m the mid-1960s was not a direct mo- ement from core to periphery areas, but rather a transitional 

procedure, from the metropolitan to secondary urban regions and then finally to the border and 
decentralised zones. ITie early 1980s saw an increase m ID owing to changes in the concessions 

Bell gives an explanation of these trends and this will be examined.

Decentralisation of firms in South Afnca must be seen in the larger context of the world

economy. ITie shift away from the PWV area to the periphery areas coincides with a shift at the
global level from the adv anced industnal countries of North America and Western 1 urope, to Japan

and the less developed countnes (Bell, 1987b) furtherm ore, the mid- I96rts witnessed a change m

the structure of in tem ationj competition owing ’o  the rise of Japan and the newly industrialised

countries' (Bell. 1984). This factor reduced the rate of growth in the advanced industrial countries

and the rest of the world (including South Africa) Thus, according to Bell ( !9S4), industries

relocated owing to the local recession in 1976 and this, in turn, was as a result of the changes in

"international economic conditions and a restructuring of the international division of labour '

(Tomlinson and Addleson. 1986, p 387) South Africa responded to  the international competition

by relocating firms to the periphery where cheap labour resources exist; thus, in South Afnca

'there had always been large inter regional wage differentials, (due, among other things, to 
influx control and the consequent ngtd, regional segmentation of the labour market), but the 
immediate cause of the intensified effort to take advantage of these, was the structural change 
in the world system of industrial production and trade, which occurred in the sixties' (Bell, 
1984, p.9-10).

In summary , the changing inter-regional division o f labour may be seen as a microcosm o f the new 

international division of labour (Tomlinson and Addleson, 1986).

The industries which decentralised were either labour-intensive, low skiii-mtensity sectors, or 

resnurce-bcsed sectors (Bell, 1987b). The "main thrust of the tendency towards industrial 

deconcentration from the PWV region therefore, came from the six very unskilled, labour-intensive



industries (lex 'ik . ckxhmg. twT*r. kalhcr. wood &nd wood product*, arw? furniture), md fmm 

iron and steel" (Bed, 19*7*. p 209) A similar trend is divo\TTed m international economics, wtcre 

tl% labour-intensive and resource hased sectors moved to the less deseloped countries

Bed plass dtiwn tlie contnhution of ID poke, and the role of the Physical Planning Act (Bell. 

19*4) Pirstls. the mam mdustrLd areas experienced i decline in their share of total manufacturing

employment m 196s i% 6 a period before direct control \ia  the H ndea l Planning Act was 

intrnduLcd Secondly, with the textile and clothing industries, the P W \ area experienced a decline 

before 196*. and subsequent decline was simply a continuation of the carter trend. Thirdly, the 

tendency of the industry to move from the P W \ repon to the Durban Pinetown and ( ape 

Peninsula area, occurred before 196* and thus, once a gam. tlus cannot be attributed to the impact 

of the Physical Planning Act. The enforcement of the Act merely reinforced the trends which were 

occurring before it was implemented (Tomlinson and Addle son 19*6) Bell argues that the 1 961 

Act merely sencd  to discipline industry and labour (Bell, 1984). ID has been a spontaneous 

response to market lorcrs. related to the changr.p .ntemational structure of competitiveness (Bell. 

19*7b) I or Ik-11, ID was mainly an economic process ID was 'pnm anh due to the influence of 

market forces rather than government intervention" (Bell. I9*7a. p  20#) This conclusion is a bit 

dubious and the process of ID cannot solely be attributed to economics, but political metises must 

hi so be sighted to explain the motives hcliind ID These will be examined in the ncx: section

2.2 Whs the theory was applied

Industrial decentralisation was introduced mainh for political motives. The strategy of 

decentralisation is "intended to provide the necessary infrastructure to retain ethnic political 

partition in either a federation or confederation" (Ztllc, 1983, p 67). ID is essentially an artificial 

process, created by govermr. :nt incentives and 'any analysis o f decentra1 sation in South Africa, that 

might seek to emphasis the forces impelling a regional division of production cannot underestimate 

the interests of apartheid ideology (W ellings and Black, 1987, p .202).

The policy of ID historically scr.-cd t  number of political objectives. I irstly, it attempted to 

limit the number of blacks entering white urban areas eby controlling African urbanisation

((•laser. 198?, Hind son 1987). Secondly, it is try in, ) defuse popular protest and labour

organisation from the urban areas to the Banlustans (Weliings and Black. 1986). ITurdly, ID is a 

way of fostering classes in the Banlustans complementary to the interests of white capital (the 

policy recently appears to be aimed at developing bureaucratic and technocratic class fractions 

complementary to the interests of white' capital) (Weliings and Black. 1986) Fourthly, via the 

policy it is hoped that the Banlustans will be legitimised, both on a local and international scale 

(Anderson, 1988; Tomlinson and HysJop, 1986; Writings and Black, 19*7). The ID policy 

therefore, was directed at securing the separate development strategy of the Nationalist Party which, 

however, is now changing more to one of a regional development strategy based on the 9 regions
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I t c  restrictions placed on jidustriajists in metropolitan areas as a result of the Physical Planning 

Act goes against the interests of capital and growth (Tomlinson and Addle son, 1987). The IT 

-tnui-n is not promoting economic growth in South Africa, but is rather a political tool oi 

apartheid Ilus argument can he strengthened by examining why industrialists move tc 

J cl n tndised  areas. Data foi hi thebe, l.’mtata, and Butterwortii show that the provision oi 

incentive is the most important force influencing the industrialists decision to decentralise 

i Weliings and Black, 1987). Addle son e! ai, (1985) found that 75% of respondents to their survey, 

said that the:: present growth point location would not have been considered in the absence of 

incentives, while 49% said that incentives were necessary to operate at a profit. A survey done in 

I486 m Kwazulu confirms the import mce of incentive among industrialists. Out of the 102 

lactone' surveyed, 36 (35.29%) churned that incentive were the most important reason why the) 

det entralised to Kwazulu (Smith and Coetzee, 1987). The importance played by govemmcn 

in v cn tn cs  could be seen when there was improvement in concessions in 1982. With tht 

in troduction  of beneficial incentives there was a marked increase of local and foreign investment ir 

Jecentr.discd areas (Tomlinson and Addlcson, 1986). "I'hereforc, ID was mtroduced for politica 

purposes and “decentralisation is essentially an artificial process and will remain a function of stats 
subsidisation" (Weliings and Black 1987, p .202).

I h a  11) was introduced by the government for political and not economic motives can further 

be illustrated by examining the economic constraints present in the Banlustans and decentralise# 

areas Tie scarcity of skilled labour and the low productivity of unskilled labour, are disadvantage 

present m the Banlustans (Tomlinson and Addleson, 1986). ITus point can be supported by th< 

responses of a survey conducted. A large proportion o f respondents (48%) in the survey considered 

labour costs m the periphery to be equal to, or higher than, core industrial areas (Weliings anc 

Black. 1987). The physical distance of decentralised zones from suppliers and markets, pushes up 

the t rar sport cost of firms located in the periphery. Tliis expenditure makes peripheral area.

nomicaily less competitive than metropolitan areas. Banlustans have also got poor

iii.u iication and infrastructure systems making them less competitive (Weliings and Black 

1487). ID areas are not favourable economic environments and 'o n  balance, the return or 

mvesimmt in decentralisation is not positive', being substantially lower than would have accrued 

d the capital had been applied in another direction and/or location" (Weliings and Black, 1986. 

p Hi) Thus, the ID strategy was dominated by political motives.

3. Results, Impacts, and Critique o f ID in South Africa

3.1 Poor employment creation

The ID strategy can be criticised on  several scores. ID policy has not created sufficient 

employment nor relieved unemployment in the Banlustans (Bell, 1987b; Pretorius, Addleson, and 

I omlsmon, 1986). In the 1960s, only 11 600 out o f 87 000 jobs located at growth points (about
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13%) were as a result of the government's ID po!ic> (Welhngs and BLck, 1986). I"hese figures arc 

based on the assumption that official figures tend to overstate the 'positive' impact of the ID policy, 

however, a considerable proportion of jobs would have emerged ind'-pendentiv o f  state 

intervention. In the first five years of the policy from 1968, an average of 9 2 jobs were lost in the 

metropolitan centres for every one created in the growth points (Weliings and Black, 1986) 

Between I960 and 1981, 192 990 jobs were decentralised, but only 50 000 were creations of the 

policy itself {Welhngs and Black, 1986). Other sources state that 7 OiiO to 8 iXMl jobs are created 

annua’ly via the ID policy, but 100 000 new jobs seekers are entering the market m the Banlustans 

between 1973 and 1975 (Dewar el ai, 1982). These figures serve to indicate that the ID policy has 

not created sufficient employment lu date Thus, a critique of ID should be seen as a form of 

exploitation w he.eby very cheap peripheral labour is brought into production for the benefit of 

capital (Weliings and Black, 1987).

Another problem with the jobs created by the ID strategy in the Banlustans relates to the type 

oT wo.k. Most of the new employment introduced is of a deskilled nature (Wellmgs and Black, 

1936). I his is because peripheral locations most often do not attract capital-intensive operations, 

instead they attracted highly mechanised industries which have deskilled their production processes 
Ihe  ID policy has partially relocated jobs from metropolitan to peripheral areas (Pretorius, 

Addleson, and Tomlinson, 1986) Furthermore, Acts such as the Physical Planning Act of 1967 

prevented a large number of blacks from being employed in the core areas. For example it was 

claimed by the Minister of Labour that between January 1968 to December 1971 only 29 500 jobs 

were created in the Banlustans, while 220 000 jobs were prevented in the metropolitan areas 

(Gottschalk, 1977). Although the source of the above statistics is unreliable the ID policy via the 

Physical Planning Act vetoes, did prevented the creation o f a large number o f  jobs in metropolitan 

areas. Wages were also extremely low in ID areas (Black, 1986). For example, in 1970 one job in 

border industries was paid only 29% of the then current Johannesburg wage for the same job 

(Gottschalk, 1977). In 1974, Ecst London (a border industry '  area) had minimum wages gazetted 

on average one-third lower than wages for the same job in Port Elizabeth, though the cost-of-living 

is virtually the same in both areas (Gottschalk, 1977).

Another problem with firms decentralising is that it is difficult to attract skilled labour to these 

areas (Black, 1986). ITiis is due to housing shortages and inadequate services (shopping and 

entertainment facilities) in the Banlustans (Well ags and Blacic, 1986). Companies in order to 

attract skilled personnel have to offer extra fringe benefits which automatically increase expenditure 
costs (Dewar et al, 1982).

3.2 No multiplier effects

Growth points have also been designated in areas with poor resources and with few locational, 

infrastructure!, and agglomeration advantages (Addleson, Pretorius, and Tomlinson, 1989; Dewar, 

19t.’7). The physical distance o f decentralised zones from suppliers and markets increases the
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transport costs of firms located in the periphery Thus, the selected pumts lick the ability to 

a#domrrmGon economiM and aMract propul\i\c m diM nrs f/\ndcnon. Ihe

propulsive industries which have been located in decentralised areas, are dominated by ihe presence 

of branches . f multinational firms which benefit from the concessions (Dewar ei a! 1QR2) Ihis 

characteristic means that profits tend to flow back to the parent firm, therefore the backw ash ' 

effects are greater than the spread’ effects. The failure to  attract propulsive industries means that 

intcr-industrv linkages in the Banlustans cannot be formed (D ew ar. 1987),

Industries which have decentralised use few local inputs o f  materials. l ew backward and 

forward' linkages drawn from the local economy are used by decentralised industries (Weliings and 

Black, 1987). little  or no tnekk-down' effects haw occurred in Bantustan areas because of the 

leakages of purchasing power outside the region and the low wages paid to workers Also, the 

ownership of industries by lot..Is has been limited as a result of the scarcity of managerial talents 

and capital present in the Banlustans (W’ellings and Black. 1987).

The high level of incentives has attracted in general inefficient firms and has detracted from 

national productivity (Dewar el al. 1982). The ID concessions have also attracted mainly branch 

plants and no* the parent company Also, concessions have been applied in a blanket fashion 

disregarding the formation of linkages. The net result o f this is that backward effects are greater 

than spread effects (Dev ar ei al. 1987).

Akhougb ID  did not generate agglomeration industries in the designated areas, this policy also 

had a  negative impact on towns and cities which did not qualify for incentives. Decentralisation 

concessions have introduced artificial competition in the location market placing areas which do 

not receive incentives at a disadvantage. For example, the m otor vehicle industry moved away from 

Port Elizabeth which does not qualify for incentives leading to the collapse of the economy of that 

arc* (Bdl, 1987b).

3.3 Fiscal constraints

ID is also an expensive policy to maintain and places a fiscal burden on the 'independent 

Banlustans' (Weliings and Black, 1987) Finance of implementing the ID policy was spent on 

organisational structures, infrastructure, Mid incentives (Anderson, 1988). The financial burden of 

ID concessions can be illustrated. Foi example, in 1982 some R729 million was spent on incentives 

(Addleson, Pretorius, and Tomlinson 19891 In the first five years o f the ID policy. RI 581 million 

was snem on incentives (Anderson, 1988). Another fiscal constraint of the ID policy is the cost 

of creating jobs in the periphery Each job created m the periphery represents an investment of 

between R60 000-100 WO, 4  times its mrtropoiifan equivalent (Weliings and Black, 1986). Thus, 

as long as the 'central objective of the p o k y  remains ideological and not developmental, as long 

as the policy remains nationally riandmdhed and centrally controlled and as long as the tool of ID



is applied to problems which it cannot help resolve, it will remain little more than a ma»...vc waste 

of resources" (Dewar, 1987, p .177).

3.4 ID poiky was a failure

ID  failed because it was based on political (the enforcing of separate development) rather than 

economic considerations (Weliings and Black, 1987). The ID programme offers no solutions to the 

problems of underdevelopment in South Africa's peripheral areas. Thus, while the ID policy s 

likely to  increase decentralisation, There is no way that this could provide a means for converting 
♦he impoverished reserves into viable economies, disaggregated from the white South African core" 

(Weliings and Black, 1987, p. 182). The failure o f growth poles internationally and ID locally meant 

that new regional planning tools had to be attempted to stimulate growth in regions (Stembeb and 

Uatofcin, m i ) .

4 . CeednsicNt

C N w tii poles emerged in the 1950s as regional planning tools to redress spatial inequality. 

G rowth pole strategy was applied in various countries o f  the First, Second, and Third World 
o f the theory was met with little success and critique against the growth pole theory 

tegm 10 m ount South Africa also adopted a growth pole strategy since the 1940s in the form of 
I jB l t i  programme South Africa's motive for implementing the ID strategy was more politically 

th an  economically pounded. The result of South Africa's ID  policy was that it failed in both 
and economic aims The net result o f the failure o f growth pole and ID  strategies both 

internationally and in South Africa meant that regional planners began to  seek out new tools to 

<k *ek»p 'backward' regions. It is in this context that the concept o f Free Enterprise Zones (FEZ) 

Export Processing Zones (EPZ) gained momentum and popularity as regional planning tools. 

It is to  the examination o f  FEZ and EPZ that the next chapter turns to.
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(  H A P II  R 3: M W  RKC.IONAL W .A N M N t, POLICIES

i. .nfrt»ductiofi

Regional planning policies based on growth poles and industrial decentralisation failed, both 

internationally and in South Africa, to relieve poverty and unemployment (Rogerson. 1975). i"hc 

old approach was based on two elements, subsidy and centra' planning (Lloyd, 19H3) ITtis 

invoiced the taxing away of part of the profits earned by producers It also involved central 

planning (growth poles) aimed at redirecting growth and economic activities to underdeveloped 

regions. "TTie failure of regional economic development policies meant that new alternative policies 

were sought which were based on market processes (Lloyd, 1983). It focuses on the removal of 

governmental barriers which are preventing or interfering with economic growth Instead of central 

planning, the new approach is seeking to open (free) up markets and increase privatisation, allowing 
market forces to determine the course of growth m areas (Lloyd, 1983). In the regional planning 

context, new planning tools were introduced to develop the new approach. Ibesc included export 

processing zones (LPZ), free enterprise zones (f LZ), free trade .tores, free banking zones, and free 

insurance zones ((irubel. 1982). The discussion will only consider LPZ and I f / ,  focusing mainly 

on the LPZ.

This chapter contains an examination o f these new regional planning tools The chapter firstly 

describes what is involved with privatisation and the freeing up of markets. Secondly, a brief 

historical background, definition, and characteristics of these new zones (particularly I LZ) is 

presentee'. Thirdly, an overview of the implementation of 1 LZ internationally and locally is 

offered. Fourthly, the regional planning policy adopted by the Ciskei is examined in the light of 

the foregoing discussion.

2. Tree Markets and Privatisation

A free market is a difficult economic concept to define However, three characteristics of free' 

markets can be identified, namely, limited or no government intervention, free competition, and low 

or no taxation. These characteristics will each b» described in turn.

Most proponents of a free market perceive government intervention in the economy as a 

problem. Therefore, "it was not capitalism but government intervention which has been 

responsible for the recurrent crisis of the past" (Hayek, 1974, p. 100). Ludwig von Mises was also 

against state intervention in the economy, and his definition o f a market economy was one with the 

absence of state intervention (Rappard, 1956) Most definitions o f a free market economy stress 

that a market economy must have little o r no government involvement (Hayek, 1973; Hayek, 1974;
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Peacock, 1987; Sennholz. 1956). I or example, a market economy, free economy, or free enterprise 

h  defined ;»s

"an economy in which the greater part of the activities of production, distribution, and 
exchange arc conducted by private individuals or companies rather than by the government, 
and in which intervention by the government is kept to a minimum' (Bullock and Stall)bra.s, 
I 9 r ,  p.370).

In a free market economy, decision making should also be decentralised to the individual and 

non-human resources privatised (Pearce. 1981).

A market economy must have the facility of free competition which means not the state of 

affairs consistent with the conditions for so-called perfect competition, but rather the 

rough-and-tumble process o f market agpation kept in motion by complete freedom for competitive 

entrepreneurial entry" (Garrison and Kirzncr, 1987, p.611) f ree enterprise and competition must 

replace governmental monopoly of the economy (Hayek, 1974). It is hoped that the free 

competition will lead to the discovery of new possibilities and methods for the individual to make 

m ore profits (Garrison and Kirzncr, 1987).

Taxes hinder, restrict, and discourage capital formation and accumulation (Hayek, 1956). Thus, 

an economy o r market which is truly free will have a minimum or at best no taxation system.

3. Free Enterprise Zones: Definition and Characteristics

Free enterprise zones were conceived by Peter Had in 1977 (Weiner, 1984). Hall proposed 

establishing frccports" in severely depressed areas of Britain in order to encourage entrepreneurial 

activity. These freeports' would be zones o f 'fairly shameless free enterprise: (he areas would be 

outride the scope of United Kingdom taxes social services, industrial and other regulations' (Hall. 

1982, p.4i7). Although all controls and regulations over business and land development would be 

suspended in these feeports , they represented an "extremely drastic last-ditch solution to urban 

problem s' (Hall, 1982, p.417). Hail's freeport' proposal was taken up by the incoming 

Conservative government in 1979. Sir Geoffrey Howe, the Chancellor of the Fxchequer announced 

plans for an enterprise zone programme in 1980, and by late 1981, 11 zones we-e in operation 

By 1982, 14 additional zones were authorised (Beauregard and Holcomb, 1983).

The enterprise zone concept was introduced into the United States by Stuart Butler, a Heritage 

f oundation policy analyst, legislation was first introduced into Congress by Jack Kemp and 

subsequently by Kemp and Robert Garcia in 1980 (Beauregard and Holcomb, 1983). Since then, 

8 other versions of an enterprise zone bill have emerged. Eventually, the 1982 Kemp Garcia Bill 

was approved in modified form by the Senate Finance Comm.ttce in September of 1982.
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3.1 Definition and characteristics of Y \ J

A 1 1 /  is a difficult concept to define (II (), 19Ss,. A 1 1 /  is an enclave m a countn, en)oymg 

a status that does not extend to the '  hole territory at large (SUair. 19*6) Harrison ( l'f*2) defines 

z 1 1 /  as a selected area in which business would be encouraged to  mvcsi. under conditions of 

reduced income and property taxes, lower direct and indirect labour costs and extensive relaxation 

of environmental, health, safety, and other regulations" (H im son. 1982. p 422) f 1 /  an' made up 

of certain features which when outlined, assist in making up a comprehensive picture of what is a 

I 1 7  These characteristic:' will he brieflv described.

Finns operating m f i Z  would he exempt from certain taxes. For example, m the I K firms 

located in 1 1 /  are exempt from development land taxes (Wcmcr, 1984) Newly approved 

industrial projects m Northern Ireland were granted up io 8i)% corporation tax relief if they located 

in 1 1 /  (ff lXiwd and Ro’ston. 1985) in China, businesses locating in the Special I conomic 

Zones are exempt from import taxes for equipment and raw m atentls for production and given a 

tax holiday' of one or two years (PhiL-ps, 1986). in Liberia, firms in the industrial i rcc Zones arc 

offered tax-free and duty-free importation of machinery, equipment, raw materials and supplies and 

indefinite exemption from import and export duties (Hancock and Lloyd, 1980) In the 1 1 /  there 

would also be minimum c- no government involvement and a removal of administration 

constraints (Hadley, 1984; 1 yd, 1983) Wage and price controls (including minimum wage laws) 
and trade unions would fe  eliminated (Tomlinson and Addleson, 1988)

An important characteristic of F I Z is that they offer incentives to industrialists to attract 

investment. For example, in the L K , 100% deductibility of capital expenditures on the 

construction, extension, or improvement of industrial and commercial buildings is offered (Werner,

1984). In China, improved roads and infrastructure is made available within the Special Lconomic 

Zones (Phillips, 1986). In Southeast Asia, land, factory buildings, electric power, industrial water, 

and other infrastructure elements are made available by the host governments to manufacturing 
firms operating in the Free Trade Zones (Takeo, 1978)

3.2 Aims of H".Z

Ihe main aim of 1 1 /  is to reduce the host country 's unemployment problem (Tomlinson and 

Addleson, 1988). ideally. 1 1 /  should create new job opportunities for the local labour force (Salita 

and Juanico, 1983: Takeo, 1978). Several other goals of FEZ can be identified foi example, *t was 

hoped that FEZ would attract investment (foreign or otherwise) to the area (Fitting, 1°82) Ih is  

was one of the main aims behind the American enterprise zones set up in the inner-city areas 

(Beauregard and Holcomb. 1983). Linked to this is the goal of FEZ to rehabilitate derelict urban 

areas (Norchffe and Hoare, 1982). Furthermore, FEZ should aim at increasing foreign exchange 

inflows end reduce the balance of payment upgrade managerial skills, increase utilisation of 
domestic raw materials, and encourage the transfer o f modem technology to the host country
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(Httmg, l%2: Sabta and luamco. 19S3; Takeo. 1978; romlinson and Addleson. 1988). In addition, 

11'.'/. should also tr> and attract innovative small firms and businesses to the area (Hall. 1982). This 

goal was one of the motives for setting up Enterprise Zones in Belfast (O Dowd and Rotston, 1985).

4. Application of FEZ and EPZ Internationally

H :Z  and EPZ have been implemented throughout the world. At the end of 19~9 there existed 

344 tax-free trade zones, free ports and similar designated areas in 72 countries of the world iGmbel, 

1982). By 1980, more than 55 countries had EPZ or were planning to set up EPZ (V'M DO, 1980). 

Although generalised, EPZ have been mainly applied to Third World countries, while EEZ were 

primarily designed to relieve unemployment in inner-city neighbourhoods of First World cities 

(Tomlinson and Addleson, 1988). What follows is an overview of the application of the new 

regional planning tools (particularly EPZ and F EZ) throughout the world The aim of the review 

is to stress the popularity of the new policies in a global context

4.1 Europe

i EZ were mtroduced in the I  K m order to upgrade and rehabilitate old urban areas of 

economic and physical decay (Norcliffe and Hoare, 1982). The initial zones ranged in size from 

140 to 1 100 acres (Beauregard and Holcomb, 1983). The sites consisted mainly of industrial or 

vacant land, with low population densities, close to depressed residential areas with high rales of 

unemployment The EEZ strategy in the L K was impler ented m two phases The first wave in 

1981, introduced 11 EEZ The 11 zones designated were as follow s: Newcastle Gateshead, Speke 

tMerseyside), Salford Dock Trafford Park, Isle Dogs (London Dockland). Belfast, Clydeside, 

Lower Swansea Valley, Dudley, Corby, Wakefield (South Kirby), and Hartlepool (Nordifie and 

Hoare, 1982) The second wave was declared during 1983 and 1984, and mtroduced 14 additional 

EEZ The 14 new EEZ were: Glanford, Middlesbrough, North-West Kent, North-East l anes, 

Rotherham, Scunthorpe, Telford, Wellingborough, Workington, Invergordon, l av side, Dclyn, 

Milford Haven Waterways, and I-ondonderry (Hadley, 1984)

Switzerland has also introduced tax havens. For example. Zurich is a high tax canton and 

Berne has high tax rates, marginal and upper tax rales o f 38%, while Zug is a tax haven. In Ireland, 

in 1959, Shannon International Airport was transformed into a free trade zone to try and attract 

foreign manufacturing firms to save the area from economic decline (Sklair, 1986). Similarly, 

Luxembourg also introduced tax havens for companies (Johns, 1988).
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4.2 N orth  America

\ 1.7. Aire introduced m the I SA m I*"' I I he M Z in the I SA differed slight!) fiom those 

of the V K m two respects F-'irstiv. 1 17. in the C SA arc larger m 's/e and small vrtics of less than 

50 000 population and Indian resers-ations are cliphic for 1 F Z status (Beauregard and Holcomb, 

1983; Butler. 1981) Secondly, F IZ  m the I SA arc not sold;, rewr.cd for urban areas and out of 

the 25 designated areas m 1982. 8 were rural areas (Beauregard and Holcomb. 1983). I I Z m the 

I  SA were firstly introduced by state governments. By 1982, the following states had mtroduced 

F IZ  Arkansas, Connecticut, l ionda (setting up 116 zones), Illinois, Indiana. Kansas. Kentucky. 

Ixmisiam (473 zones), Maryland, Minnesota. Mississippi, Missoun. Nevada, Ohio. Oklahoma. 

Pennysylvania, Rhode Island, Texas, and Virginia (Lloyd. 19*0)

4.3 I .alia America and Carribcait

Mexico introduced LPZ on its northern border area in 19b5 to try and create alternate l 

employment opportunities in this region as a result of the American govemmert s curtailment of 

the inflow of Mexican immigrants into the I SA (Rogerson. 1975; i oreign firms are permitted to 

establish industries within a 20 km w ide strip along the t S border where all duties and regulations 

on the import of machinery , equipment and raw materials are suspended provided that the final 
manufactured product is exported By 1956, 250 000 Mexicans were employed m the L IV. ill O, 

1988}. Brazil, Dominican Republic. Chile, Colombia. F I Salvador. ( juaiemala, Haiti. Honduras, 
Jamaica, Nicaragua, and Puerto Rico had all introduced F PZ by the early 1980s

4.4. Pacific Islands

R ji called for the establishment of an Industrial F rcc Zone between 1982 and 1984 (Howard 

1905). By 1988, 1 iji had established a tax free system (Chaiuba. 1988). in 1974, the government 

of Western Samoa passed an Industrial I rcc Zone Act, this gave firms locating in the Industrial 

Free Zone a five-year tax holiday and exemptions from duties on a range o f  items (Howard, 1985)

4.5 Asia

In China, Spenal I conomic Zones have been established since 1979 to encourage international 

investment and trade. These zones are located at Shenzhen, Zhuhai. and Shantou m Guangdong 

pmvincc, and Xiamen in l upan ( ifftiHips, 1986). These zones were all located in the Southern area 

and other open areas have been introduced in 198-1 in the North to respond to anticipated spatial 

imbalance Taiwan set up the Kaohsiung F'xpcrt Pnxxssmg Zone in 1965 By 1970, Taiwan set 

up two other F PZ. T aichung f xport Processing Zone and Nantze i xport Processing Zone (Takeo, 

1978). These i PZ combined the advantages o f  an industriai estate and a free trade zone, allow ing 

firms to enjoy incentives and tax benefits accorded to export producers but without the 

accompanying red tape and bureaucracy (Rogerson, 1975). In 1971, South Korea set up the
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\ la \a n  I rvc I xpon /o n e  ITxc PhiHppinM set up tie Bataan I xport PnxTssmg /o n e  in |4?2. m 

tht same scar Matxysta established the Bayan I epas Tree Trade /o n e . and lhailand are planning 

<imilar /un t \ (Won# m d  Chu, I9S4)

4 6  Xfri .a

"vsvr il \(rkan  countries abo introduced T P /  I or example. Tunisia and Ghana introduced 

I IV  II (). HW i In I97 |. Mauritius estabhshed an I P /  to combat unemplosTnrnt in the countrs 

lac h  factory which is granted entry into Mauritius becomes an 

. rt pnxrcs'mg /one. In 1975 lo g o  formed the lo m c  I Xpert Pnx^ssmg /o n e  and m |9"h 

"v x ,] established the D akar F xport PmLessmg /o n e  (Hancock and I loyd. |9%)i Similarly, m 

; I ibena declared the Bushrod Island complex as a free zone (Botchxc. 19S4; In I9S0. I gypt 

v-v-.-ned up  four industrial free zones in Alexandria, 11 N'asr. Port Said, and Sue/ (Hancock and 

I loyd. In South Africa, the Ciskei has become a l l /  since I9&J and (he Iranskci is also

n Air*: plans o f converting Lmnga/ana near F*orl St Johns into a free tr^de zone

I he above review serves to iDusxratc that the new urban and regional planning tixds ( I P /  and 

I I / )  hasT become popular and have been imp)eTr:mtcd in a vanety of cmmtries with different 

gosrm m cnts throughout the world The discussion will now fiicus on (he (  isku repon and i(s 

implementation o f the new regional planning policies In particular, the diwuswon will analyse the 

regional plannmg p o k y  adopted by the (iskci to examine 'hcilicr tht pobcy resembles a I I /  or 
an ILF’/ .  This debate will serve as a prelude to  the m ore d»-tailed exam ination  of the (  isk which 

is conducted in chap ter four.

5. Ciskei: Export Processing Zone or F ree Enterprise /o n e

F ro m  an  exam ination  o f the Ciskei it seems best to in terpret the Ciskei as a H  Z instead of an 

E P Z  (T om linson  and A ddleson. 1985#. Ihe use o f  a I I /  ra the r than an E PZ  interpretation seems 

to  b e  m ore appropriate  because the constraints im posed  h> the Ciskei being a p an  u f the Southern 

Africa C ustom s I nion  and the R and M onetary  Area prevent the Ciskei from im plem enting an 

EPZ  Aralcgy (Tomlinson Mid Addlcson. 19KX). Ihe points raised in *nc IbllowTng paragra; h stress 
th a t  a  IT " /  in terpretation  for the Ciskei is preferred over tha t o f an  I P / .

T h e  view that th e  Ciskei is following a 1 1 /  policy can be ascertained by an exam ination of 

various Acts passed m (?iskci in I9S4 Twxi Acts, tlie (  ompany Tax Amendment A d and the Small

B usiness D eregulation Act are im portan t in stressing tha t the C iskei is following a H  Z policy 

T h e  Com pany r ax A m endm ent Act abolishes all com pany  tax  as an  alternative to all but four 

concessions Ih e  concessions arc those o f  transporta tion , electricity and  wafer, housing  for key 

m anagerial personnel, and the pnee preference on  governm ent tenders. In addition, there is no 

personal tax  on  the fi.'St R8 000 and a flat rate o f  15% thereafter. Ifrcre is also a 15'% w ithholding
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lax imposed on pmfhs. dividends, and royalties rcmmcd out of I he (Iskei 1 his is to in  10  :ciam 

and rrinvct: nmfiis hack m:o ihe ( iskci (Tomlinson and Addleson. 14^5) ITh SmaD Business 

DeiegulaWon Act enables Ihe ( iskn go.em m cnt io do a * ^ \ with rcstnelions. regulatxins and the 

enforcement of huildmg standanls a* I hey apply to small business fhc Act does away with 

minimum wages and even permris the empfoymcnl of child lakm r. Ih i Cidcei resembles a I I /  

if one examines the purchasing of land l or proclaimed land (townships. destHoped arr is, and 

dcsckiptng areas) as opposed lo tribal land, o re  can get freehold title to the land. 7 here an. no 

group areas or rcstnctions on foreigners when it comes to the issue of land Thus, "the ( iskeian 

legislation approximates a 1 1 /  consideraH) more closely than it docs an f PZ ( lom hrnon and 

Addlcson. I9S8. p 2S0) and it wiH be evaluated in F T /  terms in the rest of the discussion

6. (  cmtiusion

As a result of the failure of the old regional planmug policies (growth poles and industrial 

decentralisation), new policies based on the free market were attempted Fxport Processing /o n es  

and Free I ntcrprise /o n es  emerged as new tools to be used to develop poor mner-chics and regions 

of countries F P /  and H  Z are special enclaves in a country. enjoying a suitus w hich ddfirrs from 

the rest of the economy The idea behind the special concessions and incmLvrs offered by I PZ 

-nd  f liZ is to try and attract investment to the zones which wdl upgrade (hem I PZ and H  Z as 

regional planning tools have been hrplcmcntcd throughout the wxirid I he new regiona] planrung 

policies were a bo  implemented in South Africa, by the Ciskei As a result of the contents of various 

Acts passed by the Ciskei m I9&4 (particularly the Company Fax Amendment Act and the Small 
Business Her guW ion A ct), a I I Z  in terpretation  is preferred over an  f  PZ m terprefation for the 

Ciskei The mam thrust of the next chapter is to analyse Ciskei s I l iZ  strategy



(  HAP I t  R 4: (  1SKI IAN POLICY

I Infrmhiflio# 

J- : i h jp trr, (IskHA rcporwl pUrming p o k )  wiU ix: an*l\«cd and (his chapter has three

. 1  he first section will exammt- the experience o f the Ciskei pnor to 14X4 and some 

o  jtion wiD be given as to whs the Ciskei changed its pokes'. IT x  second section wiD ana^-se

• hit happened in the Ciskei after 1984. I Tie analysis xsul focus on two main sectors, large-scale 

ind.M n and small informal business, finally, a comparative study will he conducted between 

( i-Let and Kwazulu to determine whether or not Ciskei A policy was more successful m attraitmg 

srv-rstment and creating employment than the other policy of industrial decentralisation 

. 'ntrswom . The idem behind the comparison is that it is ddftcuh to determine the success of the 

I 1 /  pobcy solely by looking at the C iskci, therefore it seems more appropriate *o compare (  iskei 

with another bantustan. Kwazulu It must be noted from the outset that the vompai son attempted 

is very difficult and the criteria used for comparison (cost to the public sector, number of jobs, 

number of industries, amount invested, and the number of small business loans) arc very 

complicated. Consequently, the material that has been employed is at best suggestive I or 

exampfe, this difliculty can be illustrated when one compares the number of small business loans 

granted. It can be seen that Ciskei has more loans granted than Kwazulu. In this study, this 

phenomenon has been attributed to the ( iskeian H  Z policy However this is only preliminary 

and other variables need to be explored (like the existence in the Ciskei of a better institutional 

capacity to deliver loans) To overcome these difficulties a more detailed follow-up study would 

be needed. However, for the present, the suggestive comparison between Ciskei and Kwazulu will 

be attempted.

2. Experience Prior to 1984

2.1 Imhtstrial decentralisation concessions

Since the inception of South Africa's ID programme and the independence of Ciskei, this

bantustan participated m the programme. By the 1 April 1982, Ciskei formed part of Repon D,

one of the development regions identified by the Ckxx, Hope Conference. Ciskei s concessions after 

1982 were as follows (Indwv, 1982; Indwe, 1983):

•  Industrialists were offered subsidies of 80“ • of interest and rentals for a 10 year period.

•  Electricity wa., subsidised to the same tariff as for the Eastern Trai svaai are?.
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* \  nnn-taauNc cash (lor 7 scars: N  9 } ',  uf wafc bdl> to a maximum of R l IU per

*\)rkcT per m onth granted

* ( ad i grants of up to R500 'KM) was paid to rrim hunc industnahsts mo\Tng their factoms to 

the Ctsket

* \  60", rebate on the m st of transporting manufactured goods ansi&iierc tn Southern Afnea 

was offered

* Deduction of 6t)* » on budding sonets interest rates for housing loans hsr ke) managenal staH

* \  non taxable iasn grant of 125". was pasaNc ir  respect of approscd training schemes

* Knee preferences o« up lo IO". on government lenders

In addition to these conces'iions. th f RepuNi' of ( iskci was tr\m g to attract m dustnabst' lo thr 

Ciskei based on several perceived hx^lKmal advantage (Indw?. I9S3 i Industrial grovlh points 

such as Dun baza I ort Jackson, and Sada. had infhxstructunr which mclud&J larrrd roads pnvatc 

rail sidings, electricity and water and modem telecommunication fanhtics I nc ( iskci also used 

its large stable labour force (stability which was largely enforced \ia  goiemmer.tal powTrs e g nolKc 

actioni and industrial peace between workers and industrialists as marketing tools to promote the 

Ciskei as a possible imestment area l urthcrmorc. its close pi tximitv to a bartxsur und airport 

was anothe advantage for industrialists to move to the (  iskci The expencncc and resu lt arsing 

from the Ciskei following the mdustnal decentralisation path o f  dcvdopmenl will be exammrd and 

outlined in the next section

2.2 Ihe ID policy prc 1984: F.xperienec of large industries

The e^erience of the ( iskei in terms of large industries in the pre 19X4 pcnod is summarised 

(1 able I ) Several trends can be identified ITie ntmtber of new job, created per annum m Teased 

fru tt K42 m 1975 to X (klO m 19X4 Ihis represents an XX)". rate of change for the pcnod Ihe 

rate of increase slowed thereafter, escn declining in 19X7 probably due to the general economic 

downturn expencmvd in South Africa A nota :  increase in the amount of cmployTnent generated 

is in the 19X4 p cn o d . Ih e  1984 figure represents a 72. 7", ncrca.se o f the previous yeai. I his rapid 

escalation fobs can be atm buted lo the unproved concessions introduced in the 19X2 period via 

the (iood  Hope Conference Although there was a marked increase in the n u m trr  of jobs created 

this was accompanied by :n  m crea^ in the co*  of creating employment (cost of creating jobs is 

calculated by dividing the am oun t invested by the n um ber o f  jobs created) In  1975. the cost of 

creating a single jo b  was R 1 600 and this increased to  R 3 678 in  1984. T h is represents a 130% 

increase.
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Year v' umH:r of 

Industries (cumul.)

Amount of 

investment

Actual number of 

Jobs (cumul.) GDP

10.3%

R 1 * *  870 ) 000 18.2%

10 R 3 190 177 1 100

12 R 4 261 673 1 3^1

19% )9 R 3 059 30] 1 600

14% 24 R 5 146 485 1 750

14SII 31 R 6 869 273 4 000 169%

|4 \] 35 R 8 298 118 6 000 13.1%

1982 53 R 31 (01 941 8 500 :5.4%

75 R 31.1 mil. i i  mm 18.1%

1484 121 R 69.9 mil. 19 000 21.1%

I48S 157 R 138.7 m .. 22 500 20.6%

190 R 54 mil. 25 500

, . v 215 R 42 mil. 23 000

1488 139 R 38.7 mil. 26 500

1484 281 R 46.1 mil. 30 000

I thlc I I ar;:c Industries in Ciskei, 1970-1988, (Business Day Survey, 1989; ('iskeian National 

IXnclv-pmen! Corporation, 1979; 1981; 1982; 1983; Ciskei Peoples Development Bank, 1984; 1985, 
!'A#\ |987. 1988; 1989; Development Bank of Southern Africa, 1986),

In addition, two further patterns can be identified. Firstly, the number o f  industries established 

u ith this liigli ir vestment was relatively low, (10 in the pre 1977 period increasing to a cumulative 

u u l of 121 m .984). Secondly, within the manufacturing sector it was the textile and clothing 

,nilustn which dominated. In the pre 1977 period, 4 (40%) out of 'he 10 established firms were 

m\ olved m the clothing and textile industry. By 1978. 7 (36.8%) out o f  the '9  existing firms were 

producing textihs, carpets, and footwear. Only 3 (15.8%) firms were involved in the manufacturing 

o) furniture and 3 (15.8%) were producing metal products. No firms were producing electrical and

28



electronic products In 1982, 19 (37.2%) of the existing firms were involved m the textile and 

clothing sector. Only 9 factories (17.6%) were involved in metal products, 5 firms (9 8%) were 

producing furniture, and 2 Industrie's (3 9% ; were producing electronic goods By 1984, 47 (38.8% > 

of the 121 industries were textile and clothing. While 5 (4.1%) were producing furniture, 17 (1 4 " .i 

were tuanufactu...ig metal products and 12 (9.9%) were making electronic components Clearly, 

until 1984, the r-Vthing and textile production dominated the industrial sector.

2.3 Small businesses: Pre 1984

In the pre 1984 period, Ciskei s small business sector was not growing rapidly ( fable 2). ITiis 

can be identified by the number of loans issued out to (  iskeian businessmen involved in a variety 

of activities including metal work, woodwork knitting and sewing, shoe repairs, glazing and 

glass-cutting, electrical contracting, and she:! metal work.

Year Business

lo an s

Investment

1978 250 (cumul.) R 3.25 mil (cumul.)

1979 SO R 750 000

1980 50 R 1 5 mil.

1981 50 R 2 mil.

1982 50 R 1.25 mil.

1983 50 R 2.25 mil

1984 200 R Smil

1985 237 R 5.3 mil.

1986 300 R 2 2 mil

1987 77 R 2 428 496

1988 680

Table 2: Small Businesses in Ciskei, 19781988, (Ciskei Peoples Development Bank, 1987; 

financial Mail, 1985).

In terms o f  rate o f  change, s  300% increase in the number o f loans issued to Ciskeians was recorded 

between 1979 and 1984. However, the amount invested in the small business sector increased 

rapidly from R750 000 in 1979 to R5 million in 1984, a 567% increase. Low employment was the
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dominant trend in the small business sector despite attempts in 1981 to open up factor, flats for 

small industries m Zwelitsha (Informa, 1984).

From the data o f both large industries and small businesses, it can be concluded that in the prt 

1984 period, Ciskei s economy was suffering from high expenditure and low employment creation 

As a result of this, and also due to the concession:, mentioned below, the Swart Commission of 

inquiry into the economic development of Ciskei was formed on 4 December 1983 to recommend 

an alternative strategy to achieve development. Idle Commission made an appraisal of the various 

economic sectors o f tlie region (encouragement o f entrepreneurial activities, deregulation, land 

tenure reform, and organisation for planning, development and implementation) identified as vital 

areas for the economic development of the region. The Swart Commission concluded that in order 

to m op up the present formal unemployment, between 45 000 and 90 000 industrial jobs have to 

be created These figures are based on the Swart Commission s assumptions that each industrial 

job creates one and a ha., jobs tn trade and services (I otter, 1984). Ihe  Swart Commission 
recommended a deregulation of the economy in areas such as commercial agriculture, industrial 

activities, and small businesses (Jones, 1984, Swart, 1983). The Commission recommended that the 

only way both to create internal wealth and to attract expatriate wealth is to establish a truly free, 

low tax economy (Members of the Commission, 1984). In. accordance with the Swart 

Commission's recommendations, Ihe Republic o f Ciskei passed 4 Acts to free the economy Tie 
Small Business Deregulation Act exempts businesses employ ing less than 20 people from virtually 

every restrictive law, other than those that are subject to an international treaty. The Company 

Tax Amendment Act abolishes all company income tax and undistributed profits tax (lax free 

companies still received some incentives: benefits relating to transport, housing, and electricity), 

except for companies receiving decentralisation incentives. The Removal of Certain Restrictions 

Act, permits all people, including whites and foreigners to acquire land in any township. The 

I ,icenses Amendment Act removes virtually afl restrictive licensing

2.4 Why the Ciskei changed its poiky

Hie Industrial Decentralisation concessions were creating budgeting problem:; for the Ciskei 

Government. The cost of subsidising industrial jobs would exceed the total present annual budget 

of the region. In 1982 83 , the expenditure by the Ciskeian Government on concessions amounted 

to R6 292 000 This figure increased to R38 939 000 for the 1984/85 period (Development Bank 

o f Southern Africa, 1987). This represented a 510% increase between the two penods. O n a 

possible cost projection based on pre 1984 growth, Ciskei would be bearing an annual cost by 19% 

of between 75 and 80 million rand on concessions. The Ciskei shifted development from 

decentralised incentives to a tax en in order to make it cheaper to attract investments (Bridgman,

1985). In addition, the simpiicr- the new system would save administration costs.

The industrial concessions were mainly assistance based on subsidies and cash inputs and hence 

tended to attract a large proportion of Tame duck' enterprises. These are factories which



experienced viability problems elsewhere and survive only on the basis of receiving incentives. In 

other words, the Ciskei Government via the tax haven and deregulation package wanted to attract 

viable and profitable investors who would benefit from the output orientated incentives. Another 

reason why the Ciskei introduced the new policy was that the decentralisation package was only 

orientated towards middle and large-scale manufacturing industry that were not locality-bound by 

nature thereby ignoring small industries and businesses. The new policy was geared towards the 

development of these small-scale enterprises The concessions were also only applicable to the 

manufacturing industrial sector, whereas the new system would also include the commercial and 

agricultural sectors. A final reason why the Ciskei abandoned its ID policy was that via the ID 

route it was unable to address the unemployment problem (Tomlinson and Addleson, 1985).

3 . K  . p m e n c t  P m t 1984

The pasting of the 1984 Acts created a new tax system in the Ciskei, however, this new sy stem 

did not completely abolish decentralisation benefits. From March 1, 1985, all companies that 

received no decentralisation benefits, other than those relating to transportation, electricity, and 

housing, were exempt from tax. Companies receiving decentralisation benefits had six months in 

which to  decide whether to apply for tax-exempt status in terms of the Company fax Amendment 

Act o f 1984. For companies converting to the tax-exempt status within the prescribed period would 

not pay any income tax. la te  applications for conversion to tax free status would be considered 

by the Minister and decided by this person Companies that decided not to convert to tax-free 

status but continued to receive decentralisation benefits continued to pay income tax at a rate which 

increased on March 1, 1985, to 50c on each rand of chargeable income. Their future taxes were 

limited to an amount equal to all accountable decentralisation benefits received by them plus 

compound interest at pro ic bank overdraft rate. When a company had paid an amount of income 

tax equivalent to the aggregate of accountable decentralisation benefits received by it, plus interest 

it could become tax-free.

The altemctive choices which existed in the Ciskei post 1984 was different to the ID concessions 

available pre 1984 In this section, three major issues will be examined Firstly, the investment in 

targe industry will be analysed, comparing the pre 1984 with post 1984 figures. Secondly, the 

experience of the small business sector will be described. Thirdly, the speculation of academics and 

writers prior to the implementation of the Acts, the problems encountered in implementing the 

reforms, and the results of the experiences of large industries and small businesses will te  

commented on.



3.1 The experience of large industries

* 1*.

In the post MM period, the number of industries attracted to the Ciskei increased rapidly. l"or 

a 3 year period (1985 to  1987) the num ber of industries attracted to the Ciskei (101 in all) was 

almost equivalent to the number of large industries attracted to  the Ciskei for the period 1970 to 

1984 (121 industries attracted for this 14 year period! In addition, another positive feature was that 

the am ount spent on  establishing large industries decreased from R 138.7 million in 1985 to R46. i 

million in 1989 (Table 1). Although these positive It itures can be identified, a negative trend can 

also be sighted. By 1987, 23 000 (cumulative figure) out o f  a 360 000 labour force were employed 

in industry. This figure of industrial employment is a decrease of the 1986 figure of 25 500 This 
decrease has beer attributed to three factors, f irstly, the decline has been attributed to the 

uncertainties arising from the implementation of the Ciskeian legislations. Secondly, the decrease 

has been explained by been the result o f  the general downturn in South Africa's economy 

experienced in the 1987 period. Thirdly, the quota placed >n goods from the Tar East in the USA 

meant that because South Africa had no quota. South Africa experienced an influx of cheap 

manufactured goods from the Tar East. The net result was that factories based in South Africa 
could no longer compete with these goods and therefore some industrial jobs were lost (for the 

financial year 1986/1987 Ciskei suffered a job loss o f 2 500) (Baker, 1989; Ciskei Peoples 

Development Bank, 1988). Th.s 1986 1987 slow down is parallelled elsewhere in South Africa s 

economy as was the case for Kwazulu. Kwazulu s expected number of jobs decreased from 13 620 
in 1986 to II 471 in 1987.

It was speculated that most firms in the Ciskei in 1984 would prefer the subsidy package rather 

than the tax exemption. A survey was done of 53 firms in the Ciskei, 15 (28.3%) favoured 

exemption from company taxation, 24 firms (45.3%j preferred the incentives, and the remaining 

14 manufacturers (26,4%) were indifferent (Black, Dollery, O'Neill, uid Roux, 1985). From this 
survey, it was concluded that most firms in the Ciskei preferred the old conce sions over the tax 

exemptions It was estimated that subsidiary firms would prefer the tax holiday because they can 

artificially boost their profits, thereby reduce the burden of tax borne by other members of ihe 
group located elsewhere. It was also predicted by several authors that the new tax haven would 

attract genuinely more profitable companies (Bridgman, 1985; Tomlinson and Addleson, 1985). 

In other words, cash cows instead of lame duck (firms relying on mdustnal incentives to survive; 

companies will be attracted to the tax haven of Ciskei It was also predicted that foreign firms will 

not be attracted to the tax have - because taxes do not represent a problem for foreign firms. 

Multi-national corporations are equipped for extracting profits untaxed via, for example, 

over-invoicing for imported inputs and by claiming excessive management, royalty and patent 

payments. It was hoped that the tax free option would introduce diversified in.* istry and increase 

development in Region D (Boffard, 1988; Growth, 1985).

Although the Government of Ciskei hoped that the new reforms would attract more profitable 

firms than previously, several problems were encountered when implementing the deregulation
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policy (Saunders, 1989). Ihe  new policy of deregulation was difficult to introduce into a well 

established administrative atmosphere. It was difficult to abandon pre-existing structures

f  urthermore, the supporting facilities like available -water, electricity, and infrastructure were 

minimal in the industrial sites when one compares them to the more developed urban centres of 

South Africa A further problem encountered when trying to expand the industrial sector of Ciskei 

was the availability of land, lan d  which was in the hands of the tribal authorities would take 

lengthy and complicated processes to acquire

Despite the problems encountered with implementing the new reforms, these new deregulations 

have been fairly successful (Oakley, 1984). Several issues can be raised which illustrate this success. 

By 1989, 46.9% o f industries established in the Ciskei enjoyed the country's tax haven, a marked 

increase on the 1985 survey figure of 28.3% (Black et a/, 1985; Ciskei Peoples Development Bank, 

1989). A greater variety of industries with more multiplier effects and linkages have been attiacted 

to  the Ciskei as a result of the new tax legislations (Baker, 1989; lo u w , ;989). By 1984, Ciskei's 

manufacturing sector was dominated by the textile and clothing sector. * ut by 1989, the situation 

had changed and a broader cross-section of industries had been attra: ted to the Ciskei (Table 3).

Textile-

Clothing

Furniture Metal 

Prodt ts

Electrical

Electronic

Products

Food Chetnic-a}

Rubber

Products

Pre

*977

40% 10% 10% 0% 10% 10%

1977 33.3% 8.3% 25% 0% 8.3% 8 J%

1978 36.8% 15.7% 15.7% 0% 5.7% 5.2%

19?o 333% 20.8% 12.5% 0% 8.3% 4.1%

1980 25.8% I6T% 12.9% 3.2% 6.4% 3.2%

1981 22.8% 142% 142% 2.8% 5.7% 18%

1982 35.8% 9.4% 169% 3.7% 5.6% 1.8%

1983 34.6% 8% 17.3% 6.6% 5.3% 4%

1984 38.8% 4.9% 14% 9.9% 3.3% 4 1%

1989 23.5% 3.4% 10.7% 10.7% 6.3% 17.2%

Table 3: Type of Industries, Ciskei, 1 #77-1989. Development Bank o f Southern Africa, 1986).



By 1989, a more balanced situation existed, 48 (23.5%) out of 204 industries were involved m the 

textile and clothing sector, 22 (10.7%) were producing electronic and scientific goods, 22 (10.7%) 

were manufacturing metal products, and only 7 (3.4%) were making furniture. Other notable 

sectors were the food sector which had 13 (6.3%) industries, the m otor vehicle sector (13 or 6.3%), 

and tlie chemical and rubber sector (25 or 12.2%). Ihe  greater diversity of industries means that 

the Ciskeian economy is less vulnerable and does not rely solely on c single type of industry.

Another advantage of the new tax system is that it has also diversified investment. Ihe  old 

incentives only covered industrial development, whik the new tax-free system encouraged more 

investment in the commercial services, transport, agricultural and professional sectors of the 

economy (Financial Mail, 1985). Another factor which illustrates that the tax-free system was more 

successful was the increase in th t number of jobs created by the new system as compared to the 

pre 1984 industrial decentralisation system. This statement can be supported with an examination 

of figures. Between 1975-1984 (10 years), otal of 19 000 ne v jobs were created in large industry 

This works out to  an average of 1 900 jobs per year. If one compares this figure to the c . eragc 

between 1985 to 1989 (5 year period), the average works out to 2 200 jobs per year. These 

calculations dearly illustrate the increase in the number of jobs created (a If % increase in the post 
1984 period. A similar pattern is repeated if the same exercise is done for the number o f  industries 

established. Between 1977 and 1984 (an 8 year period), a total of 111 industries were established, 

an average of 13.8 factories a year. Whereas between 1984 and 1989 (6 year period), an average of 

26.6 firms were established per year. This represents a 93% increase between the prc and post 1984 

period. Since the inception of the new tax initiative the Ciskei has experienced growth. In 1985, 

the current growth rate was recorded at between 6 and 8% (Financial Mail, 1985)

Since the introduction of the Acts, foreign investment in the Ciskei had reached R90 million 

(Business Day Survey, 1989) (>! the 204 industries established in the Ciskei, 45 (22% of the total) 

are funded by investors from abroad. The actual employment in these foreign ventures represents 

42% of the total employment opportunities in the Ciskei. Out of the 45 enterprises. 20 are 

Taiwanese. 6 are from Israel, 3 from other African countries, 2 each from Belguim, the L.K Spam, 

I S A  and ita!>, and one each from France, Germany, Austria. Holland, Luxembourg and 

Switzerland. This interpretation of the data serves to illustrate that the 1984 Acts increased growth 

and development in the Ciskei as opposed to the period before the introduction of the Acts. Thus, 

the FI Z stra'-'gy appears to be better as a regional planning tool than the mdustnal decentralisation 

concessions when one compares the data for large industries within the Ciskei. What follows is an 

examination of the impact of the FFZ policy on small businesses.

3.2 T be experience of small businesses

The legislation which frees small businesses from regulations is the Small Business 

Deregulation Act which exempts businesses employing less than 20 people from certain regulations 

including the factory act, labour laws, standards, health, zoning, and licensing The problem when



dealing with an analysis o f small businesses is that a large proportion is mf'ormal and therefore has 

not been quantified (Baker. 19X9. Saunders. 19X9) The net result is that there is only visual proof 

of this sector's growth and an analysis based on the sparse amount of information (such as the 

number of loans given to Ciskeian businessmen) will be attempted. ITne analysis wall be broken 

down mto three parts. The first gives a brief historical review of he small business sector m South 

Africa, summarising the aims and goals o f  this sector. ITie second part will examine the trends in 

small businesses for the post 1984 period comparing this to the previous experiences The last 

section examines the advantages and disadvantages of the small business sector m a broad 

framework and finally narrowing it down to the problems and advantages of this sector m the 

Ciskei.

ITie informal sector was firstly praised as a solution to South Africa s unemployment problems 

in 1979 at the Carlton Conference (Tomlinson and Addleson, 1985) f>  Anton Rupert urged the 

Government to promote the informal sector. It was hoped that the informal sector would help 

alleviate unemployment and develop a Black capitalist entrepreneurial class to counterbalance 

socialist political views among Blacks (Southall, 1980). f o r the Ciskei. it was ideally hoped that 

the informal sector would transform and uplift society. At best, it is hoped that the informal secto- 

will increase employment opportunities and improve income levels. I he review of the (iskeian 

informal sector will examine in broad terms whether these goals have been partially achieved or not

In terms of the small business sector, several comments can be made. Since 1984. the number 

of loans granted to small businesses in the Ciskei increased (Table 2). A rate of change of 240% 

(mcreusei was recorded in the number of loans Issued to small businesses between 19X4 and 1988 

furtherm ore, another advantage of deregulation was that it saved the Ciskeian government money.

I ess \ as spent in the small business sector for 1987 and 1988, yet the number of loans (for 19881 

had rapidly increased. liven Ciskeian hawkers benefited from the deregulations of the small 

business sector, receiving 42 loans worth R i 12 TOO in 1984. Ciskei's new tax legislation also 

brought a flood o f professional people and commercial operations into Bi-.ho (Indwe. 1985). All 

of the 115 offices and office suites and the 52 shopping premises were occupied. Included among 

the tenants arc engineers, land surveyors, doctors, attorneys and advocates.

By ! 986. the Ciskei Small Business Corporation had established 212 workshops gm ng gui lance 

and direction to i 484 businesses (Supplement to the Daily Dispatch, 1986) Ai the end of 19X8,

1 880 small business -nd 4 146 jobs had been created by the Ciskei Small Business Development 

Corporation (M oonkya, 1989). Of these businesses, 233 were accommodated m workshop:,. A 

wide variety of activities are incorporated in these activities including dressmaking, leatherwork, 

pancihcaling. sheet metal work, the manufacturing of furniture, copper-ware, knitting, sewing, 

bead work, and hawking. At 28 I ebruary 1989, the Ciskei Small Business Corporation v as 

servicing 1 892 small businesses creating 4 177 jobs for Ciskciam thereby feeding approximated 50 

000 men, women, and children (Sebe. 1989). At the end of May 1989, 8 555 loans were granted

35



in cm a n #  ;hc num ber of ana]) nxlutXrict to 1 941 and bnnpnp up the cumulative total of 

created to 4 177

In term s o f  the num ber o f loans granted, the post 1914 period had more loans. Between |9"9 

to 1934 (A year period). 450 loans were issued ITiis ghes an average o f 7 j loans per \sar. 

However. hetwiTn 1935 and 19SX (a 4 year period), a total of 1 294 loans were granted Ihe average 

for this 4 year period was 325 loans per year Clearly for small busiresses. the post 1934 period 

(when deregulation was introduced) was more beneficial than the prc 19X4 phase

Ihe development of the small business sector as a potential solution to unemployment has

several advantages and disadvantages in a general context. T hese will be discussed m the following

section. I h e  advantage o f expanding the small business sector is tha t it is cheaper to  create jobs

in this sector than cither the industrial or construction sector (Growth. 1933) The expansion of

small scale enterprises may provide an outlet for personal savings at relatively low income levels

wluch would otherwise go unrealised (Page and Steel. 19S4) I urthermor;. small businesses offer

the possibility of providing income (o the lower income population Ihe small business cc tn r  has

also been attributed with the development of indigenous entrepreneurs The advantages of small

scale enterprises are summed up by Page and Steel (1934. p 17; :

'Ih e y  make a significant contribution to income and especially employment I hey have 
potential for self-sustaining growth in that they are an important source of income for workers
outside the form al sector and also are orientated toward supplying the demand generated by 
ri^ng incomes of these workers I tc y  are relative! * intensive in low-skilled and semi-skilled 
labo'H. and they serve to econcmi/c on scarce capital and managerial and technical skills.
I hey are capable o f utilizing capital productively m term s o f ou tp u t generated, though this 

depends on  th e  degree o f managerial and technical efficiency and is m ore evident for very 
sm all th an  for medium -scale firms. The;, provide an  avenue for investm ent o f  personal 
savmgs and for th e  testing and developm ent of entrepreneurial ability".

The development of the small business sector also has disadvantages Intervention by the state 

and government regulations have tended to discriminate against small firms (Page and Steel. 1934)
A lso, m ost inform al sector ac tive ccurs tn the tertiary sector. The potential for expansion is 

limited in this sector because when sizeable markets exist, 'he informal sector competes with formal 

sector traders (Tomlinson and Addleson. 1933). Ihis competition forces the informal traders into 

market niches that are too small and unprofitable for formal commercial operations. It is also

im portan t to  note that the inform al sector depends on the grow th o f the formal sector labour force 

which it serves

In terms of the ( iskci. several advantages and disadvantages can be identified in relation to the 

small business sector Ih e  informal sector san create cheap jobs, and spontaneous employment 

(Jacobs. 1932; Kre-|934. a major obstacle in the expansion of the small business sector was

government regulations Excessive and unrealistic building by-lawi were obstructing the operation 

o f self-help housing and small building contractors In general, the negative attitude of the 

authorities was inhibiting the growth of the informal sector With the passing o f  the Small Business
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Deregulation Act m 1984. a major problem with the expansion of the small business sector was that 

the government was distributing licences for commercial and other use based on patronage or 

favouritism (Somlinson and Addleson. 1485). Despite these problems, the simplicity of the 

deregulation has enabled the small business sector to dramatical!), increase m the ('iskei (louw ,

1989: RowScs, 1989)

By examining large industries and small businesses within the Ciskei. it appears that the 1 1 /  

strategy has succeeded. What is needed is a comparison of the Ciskei following the 1 1 /  strategy 

with another homeland pursuing the industrial decentralisation path of development. i his will 

serve as an ultimate proof to the success of the 1 1 /  strategy over that of the industrial 

decentralisation path Ihe homeland chosen for comparison is Kwazulu and the following section 

contains the details of the comparison

4. Comparison Between (  iskci and Kwazulu

In this section, a comparison between ('iskei following the 1 rce E nterprise Zone regional 

planning route and Kwazulu following the industrial decentralisation path is conducted. Kwazulu 

was chosen for comparison hccau.e in using this bantustan. the ('iskei (hence the 1 1 /  policy) 

would already start off with a disadvantage Kwazulu Has a particularly good mdustnal record, 

therefore a strong 'opposition' has been chosen for comparison In addition. Kwazulu is near the 

growing urban metropolcs of Pietermaritzburg and Durban and is nearer the core market (Pretoria 

- VVitwatersrand - Vereemgmg area!, while Ciskei z< near a declining port ihast 1 ondon) and is 

further away from the P\V\' area. Similarly. Kwazulu is in development Region 1 , while Ciskei 

is in development Region D which has a higher priority for development indicating that Ciskei is 

economically worse off than Kwazulu Ihis shows that even before commencing on the 

comparison, the Ciskei (I K /  pobcy j suffers a negative bias I h e  idea behind this negative situation 

is simple. If Ciskei can stand up comparatively to Kwazulu (even with the negative conditions 

outlined above), then it can be concluded that the ( iskei wall be able to stand up positively to 

poorer regions (than Kwazulu) in the rest of South Africa. If this is the case, then it raises the issue 

of the validity of a H  Z policy as a regional planning tool for poorer rcstions in South Africa

4.1 General points

In 1986, the Ciskei s area of land was 7 760 k m 2 and its population density was 96.6 

persons k m 2 (Development Bank of Southern Africa, 1987). By 1986, Kwazulu had an area of 

land o f  36 074 k m 1 and its population density was 124 persons k m 2. In 1985, ("iskci had a ae 

facto  population 750 000, out of which 588 416 (78.4%) were non-economically active, 000 

(6%) were unemployed, and 116 584 (15.5%) were employed (Supplement to the Daily Dispatch,



1986). Kwazulu in 1985 had a d,- fa d o  population of 4 462 498, of which 3 504 213 (78.5%) were 

non-economically active. 137 400 ( j  l e'e) were unemployed, and 8.20 885 (18.4%) were en ed

Before commencing on the detailed comparison between Ciskei and Kwazulu, some com,nents 

have to  be made in terms of the incentives offered by both banlustans. The Ciskei s tax free 

incentives and other concessions have alreadv been outlined previously in this chapter, ’/he 

incentives granted by Kwazulu will be e unmed. In respect of long term incentives, the following 

concessions are granted (Kwazulu finance and Investment Corporation, 1984: 1987).

•  A 50% rebate m respect of outgoing traffic.

•  I he cost of electricity is subsidised to ensure an effective end tariff equal to the f scorn tariff 

applicable in the Eastern Transv aal area.

•  Up to 50% of the interest rate will be subsidised in terms of loans for housing key personnel.

•  An allowance based on 125% of training expenses is applicable to training schemes approved 

by the Department of Manpower furtherm ore, the effective tax-saving in respect of 125% 

training allowance will be paid as a non taxable cash grant against proof of an external audit 

certificate.

•  Price preferences of up to 3 0% on government tenders.

Short Term incentives are as follows:

•  W age incentives are paid as non-taxable cash grants fur seven financial years and is applicable 

to all personnel employed. Ihe incentive is calculated on the basis of 95% of the average 

salary wage per employee per month subject to a maximum of R 105 per employee per month.

•  A subsidy amounting to a maximum of 70% of the market related interest rate is payable on 

a quarterly basis as a taxable cash grant for a period of ten years on 100% of the investment 

in land and buildings and 50% of the investment in other assets.

•  A subsidy amounting to a maximum of 70% of the market related rental interest rate is 

applicable for a period o f ten years on 100% o f the investment in land and buildings. Ih is  

subsidy will be limited to a maximum total investment of R7 million

•  A maximum of R500 (MX) can be claimed for approved relocation costs, in instances where 

unquantifiahle costs are incurred, an additional 20% of the approved relocation costs will be 

granted

Whxt follows is detailed comparison between Ciskei and Kwazulu.
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4.2 Large industries and small businesses

Owing to a shortage of injbrmanon prrscnl in ihc Kwa/uhi Imancc and ln\TSUncm 

Corporation reports on employment cru,;cd. the figures o f the Board for the Dccentrakaabon of
Industry wil] he used. Between 1 A pnl 14S5 and II March 19S6. some R244 5^5 iXM) was invested 

and this crcated 19 99.  ̂ empk)\mcnt opponuiinkrs (Board for the Decentralisation o f Industry 

I9S6) When compared to the ( iskei. in it cost the ( isLci gm^rrrmenl RIK (KK) to creatc a 

oc% joh a year, while for K *a/uhi the cost was R 12 2 .^  per job per \ear (the cost of creating a job
was calculated by dividing the amount invested by the number of jobs created) Between i April 

1986 and 31 March 1987, R2.f5 533 000 was invented in sndustry creating employment for 13 620 

people (Table 4).

Year Number of 

Industries

Amount of 

investment
1 xpccted

Number oi 
Job>

of
GDP

|97t) 1 n  r .

- 10".

I9S0 1 1 i2 9 " .

1%I K !V3%

I9S] 4(118) R 21)7 3S5 (xk' 3 i m 14 3%

19S3 45(99) R 221 145 W ) 19 790 154%

I9S4 23 (82) R 129 72.3 fMK) 14 2X4 !5 4 " .

19X5 36(111) R 244 595 (MX) 1,993 15.5".

1W6 <S8) R 205 531 ooti 13 620

19i(7 (87) R 32X 450 won 11 4"i

Table 4. Large Industries m Kv\a/ulu. (Board tor the IX-ccniraiisation of Industry, 19*3;

1%S; 14V*; 1987; 19Mi Dcwkipmcnt B^nk ol Southern Africa. 198? Smith and (  oet/ee.

figure m brackets represents number of applicants according to the Board for the 

Decentralisation of Industry.

The cost of creating on * industrial job for one year in Kwazulu cost R15 090 Between April 198? 

to March 1988, R32S 450 00U was invested in industnal development m Kwa/xilu, introducing 11 

4?l new jobs (Board for the IX'certniiisation o f industry, 19S$|. f or each job created, R2S 633



had  10  tic m \M *cd Instead for the (7»kct. m l% 9  the cu <  of crcatm p an  industrial )nb wm R 13 

171 l lu s  ro m p a h x m  %r\T^ to  UluAralc th a t a t Fn%. the mdux%hal d ccm trah 'aiK m  n ath  v e m s  to  

be creating m ore }obg al chcaper cus%$. But with (one ft K em i :u  be tik: )T /  flax haven) »f the 

( "iskci which a p p e a n  to  be creating m ore jobs a i cheaper ra tc i \  p tw ^ b k  explanation  for this is 

th a t the in d u a n a l dccen tra liw uon  cnocesaons is input on en t jted  and perhaps is w asting valuable 

resources w hereas th e  tax free op tio n  is an  o u tp u t on en ta te d  in c m tn e  and  ih jrr& x r will t^kc a 

wiulc before its fru it) wiD show

In 19WI m the CMkci. ou t o f  lf% 592 people em ployed, vw ne 4 000 ( wr r e  :^nployed m 

m an u fa clu n n g  In  K w a /u lu  for 19R0. 126 595 ^25 I*#) ou t o f S)4 224 w rre em ployed  in industry  

In |9f!5. for C iskci 22 500 (19.2?«) ou t o f  116 584 were m v o b rd  m -nanufaclurm g, w h *  for 

K w i/u fu . IN ; 451 (2 2 % j o u t ,20 W5 * r r c  em ployed ?r; indm fr) f m r ,  th r ie  A g u m  ii shows 

th a t although K w a /u lu  has a larger indi. ^ ia l lab o u r force than  (  iskei. (7wke: » m dustrial work6»rcc 

as a pcm m Ltgc o f  the total num ber o f  people em ployed seem s .) be m crrasm g m ore rap id l) than 

th a t o f K * d /u iu  1?K percentage o f  p m ^ le  im n h e d  in m an u fa ilu n n g  dei^rased  f ^  K w a/uhi 

betw een I9S0 and I9S5 fm m  25 l"»  to  22.0"» Instead, ( iskei s percentage mcreascd betw een IW ) 

and  19X5 I m ploying  this c \id en ce  % perhaps ind*catcs that the 11 /  p o h c\ is m ore produLli\T 

% hin  ft com cs to  creadng m dusfnaJ fobs than the m duswial decentrabsation  path

Although in terms of actual amounts, the Kwazulu industrial sectcr is pro\idmg more income 

than fhai ' f C'iskci. an important asftc t to cwmder is the percentage increase of thr contnbution 
)findu< r\ to' a rd sth e io t.d C iI)P (lig u rc  I) lo rC isk e i.in d u s try sco n tn b u iio n to ih c to ta lO D P  

mcTcascd fnm i 10"# to 20*. representing a MX)", increase. Kwa/ulu s industnal s c  ior on the »thcr 

hand on!) iiirvasrd by 19". fn m  ll* »  to 15% Ih is  also scnTS to illustrate that the I I /  prlicy 

i\ bettn  'ban the industnal decentralisation contrsskhis when it lom ct tu large scale m du<r\. If 
one ccinpajct Ciskei and Kwa/ulu in terms of emplo\Tnent created, a similar conclusion is reached 

I o r (l«kei the rate of change k v  jobs actualls created is as folww*: from 1975 to HS9 therr has 

been a 1I5"» incrrasc (jobs increased from S42 in 197) to 3 500 in 19X9). f or Kwa/ulu (usinK 

figures o f  expected n t 't  actual iobs created - typical!) onl> abou t half o f  the cxpectfd  Agure b ec o m .i 

ac tual em pkA-mcnt), the num ber o f  jobs expected in large industry betw een I9S2 and |9 \7  

deenrased b \  4 3 .5 " .

( )



if GDP

2 0 -

. r

15-
Kwazulu

Ciskei

5 -

0 -j-------------,-------------,-------------!------------- 1------------ !-------------1-------------!
1 970  197 5  1 9 8 0  1981 1 9 8 2  198 4  1 9 8 5  1986

F igurel: The to tal contribution of large Industries tow ards 
the GDP, a comparison between Ciskei and Kwazulu, 1970 -  1988

B> comparing Ciskei with Kwa/ulu in terms of capital investment in small businesses, certain 
point* can he raised. In terms of total investment, Kwazulu had invested a cumulative total c-f RJ1 

million in small businesses and industry Viable 5). whereas Ciskei had only mvested a cumulative 

total of R l l  million. By 1987, K va/ulu 's cumulative total had reached R58 million, but for ihe 

same year Ciskei s cumulative total was R24 5 million, less than half of Kwa/uiu's investment. 

When one vuns.Jcr the number of loans made available, a different picture emerges. In 1981, 
Kwa/ulu had a cumulati.e total of 125 loans, whereas Ciskei had a cumulative total of 400 loans. 

B> 19H4. Kwa/ulu had approved a cumulative total of 204 loans, while Ciskei already had 700 

l-y.in- liv ihe end o r I9K6, Kwa/ulu had granted a cumulative total of 37S loans, whereas Ciskei s 

li^urvs wa> I 10(: ll one calculates th .. rate of change for the number of loans for Kwa/ulu and

< I'.kci. clcarlv ( sskei is far ahead (Figure 2). This stalemcn! applies more strongly to the jxist 1084 

ix rwd. iixlx adng that the deregulation Acl* *TTc m nrr succcwful o: promoting small buanetw s 

ili.ui ihe mdustnai dcccntiahMiion mccniivri
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Year Business Investment

1979 R 14 mil (cumul.)

19R0 R 14 S mil. (cumul.)

19X1 125 R 20 mil. (cumul.) R 1 021 060

19X2 16 R 26 mil. (cumul.) R 31J 138

I4X.I K 31 mil (cum ul)

19X3 >3 R 268 471

R 34 mil. (cumul )

IVX5 43 R r  mil. (cu m u l) R 2 5 mil.

19XA 131 R 44 8 mil. (cumul.) R 5 X mil.

19X7 R 5X mil. (cum ul)

1 able 5: :>mail Businesses in kwazulu, 1979-I987. (Kwa/uiu I mance and Development 

Corptiralion. I9S4: 1987)
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1 .4 0 0 -

IJO O -

1,0 0 0 -

Kwazulu

-■  Ciskei6 0 0 -

4 0 0 -

200 -

-200
1 9 8 0  1981 1 982  1 9 8 3  198 4  1 9 8 5  198 6  1 287  1 9 8 8

Figure*: Rate of change of numbers of sma’I business 
loans granted, Ciskei and Kwazulu, 1980  -  1988

5. Conclusion

In !9R4 the Ciskei introduced several Acts to 'Lee the economy The main reason wh> Ciskei 

m troduc -1 ihese Acts was that its financial budget could not cope finaiieiajh nitb  the -ndustnai 

de«niralisat!on concessions. !: was hoped that the new incentives would attract more profitable 

industries Aould appeal to Mnali-scaie businesses, and would also help develop the commercial 

and agricultural sectors.

By comparing largr industries in Ciskei pre and pest i9S4 several points c:-n be raised. As a 

result of the Acts, a greater variety of industries with multiplier effects and linkages have been 

attracted to the Ciskei. Ihe new Acts also diversified investment, not only focusing on industrial 

development, but also covering cr . nal, agricultural, professional, and transportational sectors. 

Hie post 1984 period also sa* reasc in the number uf industrial jobs and industries as

opposed to the pre 1984 period. In addition, some foreign firms have also been attracted to the 

Ciskei to take advantage of the new tax haven. In terms of the small business sector, the 

f3ereguiation Acts have enabled it to grow rapidly in the post 1984 period as opposed to tk . pre
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1984 phase. The simplicity at" the deregulations has enticed small enterprises to open up in the 

Ciskei.

When one compares Ciskei vith Kwazulu, it can he concluded that the tax free option takes 

time to create development. In the early poll 1984 phase, Kwazulu (following the industnal 

decentralisation policy) was creating more industrial jobs at cheaper rates, while with time, it 

appears that the policy is more resourceful as a development strategy. Furthermore, from the 

evtde.we used, it seems that the tax haven of Ciskei developed large industries more raridly than 

Kwazulu s industrial sector. With small businesses ii appears from the comparison that the M 'Z 
policy or deregulation has created more small businesses in the Ciskei as opposed to the industrial 

decentralisation incentives in Kwazulu. Ciskei had yarned more loans to small businessmen than 

Kw azulu and this factor has been attributed to the 'free' enterprise o f Ciskei. However, a more 

detailed examination of the institutional capacity cf the two bantustans tc. deliver loans would be 
needed to support the statement. From the above data it seems that the FI Z policy is more 

effective as a development tool because it costs less than the ID strategy to  implement.

The tax reforms of the Ciskei has attracted viable investment. The tax free option will ensure 
the investment of genuinely profitable firms (Ixmw. 1986b), Another advantage of Ciskei s new tax 

system is that the poor are not taxed because the first R8 00(i of income is exempt from tax. 

Furthermore, the abolishment of company tax did not represent a loss in revenue because by the 

time the Swart '""ommission was formed, no company tax had beevi collected. In fact, the new 

system would save the Ciskei Government R30 million per annum on industrial decentralisation 
incentives no longer granted. Therefore, the new tax system introduced in the Ciskei m W84 has 

succeeded creating growth and is more successful in generating investment than the 

counter-productive industrial decentralisation concessions (Business Day Survey. 1989; Supplement 

to the Daily Dispatch, 1986, Sebe, 1989). The foiloumg chapter will consider some regional 

planning policies in the light of what was discovered in this section, namely, that the IT Z  policy 
is more successful than the industrial decentralisation policy as a regional planning tool. The 

emphasis of the last chapter is on the planning aspect and will raise certain alternative strategies for 

the regional planner.



CHAPTER 5: CONCLUSION AND PLANNING RECOMMENDATIONS

The main aim of the discourse '  to examine whether or not the application of a free enterprise 
zone strategy as a regional planning tool has succeeded in South Africa. The analysis lead to  cn 

examination of the 1 1 /  policy as a  possible aitema ive to the industrial decentralisation approach. 

!n conducting this exercise, an overview of the strategics used by regional planners in South Africa 

was attempted. In addition, some thought was also given to other alternatives for regional planning 

in South Africa.

The purpose o f this chapter is to serve as a summary and conclusion to the discourse. 1 he 

chapter has four sections. The first offers a brief summary o f all the material covered in preceding 

chapters. The second part outlines the main points arising from the discussion in relation to 

regional planning. The third section reviews what I see as being my ilc as a development planner 

grounding this discussion in selected theoretical foundation, f inally, some regional planning 

recommendations and policies to help promote large and small businesses in other less developed 

regions of South Africa will be offered.

I . Summary of Chapters

The first chapter served as an introduction outlining the aim and purpose of the discourse. An 

important component of the chapter was tc illustrate the recency and relevance of the free market 

policy as a topic in a world context. Furthermore, the cha/ter gave an outline of the method of 

‘tudy. The second chapter couched the discourse in a theoretical frame, ork The origins, aims, 

goals, requirements, application and critique of growth pole theory was examined. In addition, a 
review o f the implementation of the industnal decentralisation policy in South Africa was 

conducted. This rhapter ended with an analysis of the results of the industrial decentralisation 

strategy, concluding that both the growth pole and industrial decentralisation policies failed as 

regional planning tool -. The failure c f  these strategies meant that new tools had to be attempted. 

Ihe result was the emergence of Free Fnterpnse Zones and Fxport Processing Zones as new 

planning tools.

ITie third chapter, examined these new regional planning tools, fhe origins, definition, and 

aims of a Free Enterprise Zone was analysed. In addition, the application o f Free Enterprise Zones 

in a world wide context was conducted and the chapter concluded with an examination of the 

Ciskei s strategy stressing that it resembled a Free Enterprise Zone considerably more than an 

Export Processing Zone. Chapter four gave a detailed examination of the Ciskeum strategy. The 

experience of the Ciskei with regards to large and small businesses for the pre and post 1984 period 

was reviewed h  was found that as a result of the 1984 Acts, the Ciskeian market was le a  restricted 

and as a result attracted more investment and created more jobs than under the old industrial
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dcvcnlraLsaikm pobcy I inally. a compariMn between > jjiJ  Kwa,rulu s larp: and small

busintss w^s mn^'ixicd. (omludmK lhal the I rcc I nl, fpnsc /o n e  policy o f (hr ( iskri wa%

a b a in  Aralcg> for altTaciu'g in»cs*mcni llu i: the induAhal drcmtralisyik)n poke) of K va^ilu. 

VMial fhlkiwt i) an ouiHw of the main pm nti arwing &om the discount whxrh relate to nrgkmal 

planning.

:

2. P o in tm  for Regional I'lriinmy

Several point* ah«ng from the ih ^ o u n c  and rekvan* to regional plannmp can be outlined The
m i reduction  o f  artificial centres (grow th poles) to attract developm ent to  underdeveloped trg jo m  

o f countries has failed. Incentives attached  to  grow th poles have no t attracted propulsive industries 

G row th  poles have also failed because o f  the p o o r choice o f  their locations. t."su<dly these centres 

were set up  in th e  poorest areas o f countries w ith little o r  no  social and econom ic infrastructural 

services. The net result o f im plem enting  grow th poles as regional p lanning tools was a failure

Sim ilarly, the industrial decentralisation policy im plem ented in Souih  Africa as a regional 

planning arategy Gdkd o r  several score*. Induanml dccentrmh&atxm i* a poor irra tur of
em ploym ent and m ust ra ther he seen as a relocator o f em ploym ent. I his policy often introduced 

low paid, deskilled jobs -n the Bantustans. Furtherm ore , areas where industrial decentralisation 

incentives applied arc rem ote and lack adequate infrastructure T he inferior locations chosen me«nt 

tha t few agglom eration and propulsive industries were attracted  to  .he B antustans. The high level 

o f  incentives have generally attracted  inefficient firms ( la m e  duck  com panies) w hich rely on  the 

concessions fo r econom ic survival T he industrial decentralisation strategy is also expensive to 

m aintain and places high dem and on  the financial budgets o f the Independent bantustans.

A< a result o f  the failure o f grow th pole and industrial decentralisation policies, new regional 

planning n x 'ts  based on ihe free m ark e t" concepts w ere introduced. Fxpor! Processing Z ones and 

I ree I "H i . .e Zones were tools introduce^ oy th is new school of thought. Free F n te rp n sr 

ZoiK ,iL spccul enclaves in a coc try 01 city a ioy iog  a  sLi'us *iuch differs from ihe m f  of the 

economy Ilx; idea behind the freedom and lack of fcguladon: experienced in these zones is to try 

/  and attract m ^w rTn-nt and industries to  ;h t arem. These in turn wiO ennte empk>Tncnt ?nd wifi
I ^ upgrade tla  n ,oon ^here they an' l»vaicd.

I o
I % From the cast uudv of the Ciskei. sevrral poinU c&i he made m relation lo regional planning

j ; comparing the pre I9A4 (pursuing the indumu ial decentralisation route) with the Ciskei

) . pfM 1984 (fbHj^ing thr FFZ stran.gy). it c«n be nonrkded that the F K / policy of dcRgulation

( \  *as more succcsdid fhe industrial d o  en tfah^K i#  p o k y  was expensive to maintain and wa^ not

f Q  jftraclmg enough nr.t- uneet and creating sufficimt jobs Instead, the 1984 Acts freed the

|  Ciskeian economy having ^ posAive im p^n h r  and *nad bumnesaes The deregulations

( aMracted investment m the n,nn Wge mdusoies and asms led in expanding the local smtll



businesses. The 1984 Acts created an advantage for the Ciskei, I hereby attracting profitable 

industries to the area By comparing Ciskei with Kwizulu. it appears that the \ V7. policy is more 

successful than the old industnal decentralisation strategy as a regional planning tool. Therefore, 

the l l 'Z  policy is a more viable regional developer than .he industnal decentralisation stratcg). It 

is important to examine what implications this conclusion has on planning Before commenting 

on this examination, an analysis of what f consider as being my roles as a development phtnr^-r 

will be considered. This analysis will assist m formulating planning recommendations for l a r r  and 

small businesses which is the last section of this chapter.

3. My Role as a DevHopment Banner

The traditional values of planners and development planners was to be concerned with the 

plight o f the poor. Ideally, planners should plan for ihe underprivileged peonle of society and 

ensure that their interests are met. It :s this challenge in the planning field which attracted me to 

this profession. In studying planning. I have been greatly influenced by Raw k' theory of justice 
and it is this broad theory which forms the basis of the recommendations *hsch follow. Before 

discussing these recommendations, a brief summary of the theory is needed.

Rawls main thrust is to plan for equality This ts clearly stated by Rawls:

* undeserved inequalities call for redress; and since inequalities of birth and natural 
endowment are undeserved, these inequalities are to be somehow compensated fo r  Thus, the 
principle holds that in order to treat all persons equal!;, to provide genuine equality of 
opportunity, society must give more attention to those with fewer native assets and to those 
bom into the less favourable social position. The idea is to redress the Was of contingencies 
n the direction of equality . . ' | Rawls. 1971, p 100-101).

Rawls also suggested that the priorities :n implementing plans is important and that projects tor ’.h.* 

most d:sadvantaged are to be completed first (McConnell, 1931). By adopting Rawls theory and 

principle- as a theoretical framework, this will provide politician? and planners with ethical 

guidance. Thus, Rawls' the. .y of justice provides practical guidelines and Jers planners an ethical 

stance. Rawb’ theory of justice when applied to South Africa will mean that the planners target 

group is the disadvantaged people The aim will be to reduce the inequalities present by using 

sensitive planning.

Rawls theory has been criticised from the left and the right The nght stress that too much 

interference by government powers to achieve distributive justice w ll lead to the destruction of 

individual freedom Rawls is also criticised from the left, it is claimed that Rawls has not 

adequ tely considered the materialist facts as to who owns the systems of production and 

d istnbu- -i This is a legitimate crKcism but in terms of using Rawis theory of justice as s. 

iheoretical framework, certain points have to he considered. Rawls theory could form a broad base 

theory helping planners identify their target group (the disadv.wtaged). However, it will still be 

encased in a real-lie situation. Thus, what is being proposed is the improvement o f the
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businesses. The 1984 Acts created an advantage for the Ciskei. thereby attracting profitable 

indusirie., to the area By comparing Ciskei with Kwa/ulu, it appears that the PI /. policy is more 

successful than the old industrial decentralisation strategy as a regional planning tool Therefor., 

the VI Z  policy is a more viable regional developer than the industrial decentralisation strategy. It 

is important to examine what implications this conclusion has on planning. Before commencing 

on this examination, an analysis of what I consider as being my roles as a development planner 

will he considered. This analysis will assist in formulating planning recommendations for large and 

small businesses which is the last section of this chapter

3. M y R o k  as * D cvdopm enl P lanner

"ihe traditional values of planners and development planners was to be concerned with the 

plight of the poor. Ideally, planners should plan for the underprivileged people o f society and 
ensure that their interests are met. It is this challenge in the planning field which attracted me to 

this profession. In studying planning. I have been greatly influenced b> Rawls theory of justice 

and it is this broad theory wluch forms the basis of the recommendations which follow Before 

dtscu-iing these recommendations, a brief summary of the theory is needed,

Rawls main thrust is to plan for equality This is clearly stated by Rawk:

'  undeserved inequalities call foi redress; and si.tee inequalities of birth and natural 
endowment arc undeserved, these inequalities are to be somehow compensated for Thus the 
principle holds 'hat in order to treat all persons equally, to provide genuine equably of 
opportunity, society must give more attention to those with fewer native tssets and to those 
bom into the less favourable social position. Ihe idea in to redress the bias o f contingencies 
in the direction of equality . ' (Rawls, 1971, p .100-101).

Raw ls also suggested that the priorities in implementing plans is important and that projects for the 

most disadvantaged are to be completed first (McConnell, 19S1). By adopting Rawls theory and 

principles as a theoretical framework, this wii! provide politician^ and planners with ethical 

guidance. Thus, Rawis theory of justice provides practical guidelines and offers planners an ethical 

stance. Rawls theory of justice when applied to South Africa will mean that the planners target 

group is the disadvantaged people. The aim will be to reduce the inequalities present by using 

sensitive planning.

Rawls theory' has been enhased from ’be left and the right. Ihe  right stress that too much 

interference ’>> government powers to achieve distributive justice will lead to the destruction of 

individual fn-edom. Rawls is also criticised from the left. It is claimed that Rawls has not 

adequately considered the materialist facts as to who owns the systems of production and 

distribution. This is a legitimate criticism, but m terms of using Rawls' theory of justice as a 

theoretical framework, certain points have tc be considered. Rawls' theory c o l  Id form a  b r o a d  base 

theory helping planners identify their target group (the disadvantaged). However, it will still be 

encased in a real-life situation. Thus, what is being proposed is the improvement of the



disadvantaged and not the unrealisxic goat of com pkic rccb^lhhi^km of nrsourccs. l lK  m tiquc 

of Rawls ,s that his rrcom mcndations to assisx Ihe di^achantaNMi can kad in  * dcpcndcnc) 

s\TKimmc among ihts group, ll is al this aag r that pmmoti\T pknning must be brought m to 

assist Rawls Theory of justice.

In terms of promoiivr pbmniig. the aim is to help the dwadvantaged groups to pm gressneh

att;*’r> self-reliance. I nder this approach, the planner remains at a distance from the 

decision-making and allows the community to dccidc Ihe aim is to assM deprived communities

to attain self-esteem and dignity (Muller, J9S2).

Thus Rawis theory of justice can form a hasc-theory for planning. This theory wJJ assist 

planners to identify the target group', namely, the disadvantaged Pro motive planning will assist 

the planner in identifying the aim and method o f planning, which is to attain self-sufficiency among 
deprived communities. What follows is some planning recommendations arising from the lessons 

learnt from the discourse.

4 Planning Recommendations

It was concluded from the discourse that the industrial decentralisation route failed in South 

Africa because it was too politically motivated Instead thr H  Z policy implemented in the Ciskei 

was m ore successful as a rcponal developer ConvenuonaOy controDcd planning has being 

abandoned in the Ciskei leasing the invisible hand of the market to function unhindered 
fhcrefore, it is deregulation and the promotion of the free market whic h must talc place m order 

to upgrade regxons Dties dus mean then that one should adopt an anti-planning stance? \ o .  
rather a planner should Icam to be promotivc, and work with the free market and private sector 

n achieving gnatcr regional equably What (bDo%^ is Rve ways in wh^h planners can work with 
ihe free m arket’ in order to develop regions. Considerable overlap does exist between the 

approaches and more than one approach could be implemented in an area at a time Ihcsc 

a tom m endftions should he seen as new directions towards which planners in South Africa ihould 

be thinking Fhe recommendations which (oOow are larpeh ba^td on pobcieg m ipkt . d m the 

C S .\ ('onsequentl), Amcneaii references and examples win he used k, ii. us (rate the 
recommendations.

4.$ ITie rok  o f the state

The state and the planner play an important role in economic development. There are several 

ways in which tliis can be achieved. The govemmen* could try and build a better business climate 

in the underdeveloped region, one that would be competitive with other regions which would 

encourage private sector developers to invest in the region. This climate could be introduced by: 

reducing corporate tax rates and personal income taxes in the region, formulating regulatory reform



propramincs designed to cut rrd tape and rcuuc? hurcam r*hc dcUy. increasing the amount and 

variety ol lo% mtcrpA loan pmgrammM made as^ilabk to small busmessc, (\ia new capital k)an 

tu irh  or uimg public employee pen won fund rcj.3\C5 lor venture caprtal ). and or

expanding trade efforts through the opening of overseas ofiice< to promote South African exports 

and lo attract fnm gn mvcslment l^rgc tax cut* were inatnutcd in the I SA after 19X1 which 

Iflped  to sim ulate consumer spending (Blueanoe. I9RT) The Ux cuts in ;hc region could k-id to 

savings, investment, and p ra te r  innovative aLtiviiics in :he region Hus would presumably kad to 

higher productivity and grealcr competitivencM for the region on a nunonal and international %alc 

In abort, government) should retreat from the economic arena handiiig it over to the pla\ of market 

forces. The government. howc\Tr. should work in tlie background with capital and labour, to 

identify new market:, individual opportunities and set social v ages In addition, (be Male should 
analyse markets to determine which goods are m demand and which could form the basis of future 

growth.

In analysing markets the government should set up an industrial strategy ITie idea behind this 

strategy is that the government can determine which industries should flourish (Blucstone. }9H7}. 
A comprehensive plan would he drawn up for South Atnca dressing tht. t\ pc of industnal 

development I hat should occur in each region (regions would h sve to be defined) Ihe first step 

^ould be !o do rrseanh to determine whai t\^)ei of mduslne^ have the b w  growth opportunities 

IT x  research would have to identify the potential resources for each region and formulate a strategy 
which uses these (Nathanson, 1W7). In addition, the government must assure that the plan is 

utilising ail the potential manpower skills of the country. Id  do this the government must ilso 
introduce technical training programmes which -oincides with the labour demand' side of mdiistr> 

,Blue»to& e. IM ?) Thus, the strategy would act as a two-way process. Fhe state wo ild encnuragc 
industries to conform with the present skills of the country but would also introduce new industnal 

skills Cm both white and blue collar jobs) to coincide wjth the future industnal demands This 
would make South Africa more competitive both m the present as well as m the future. An 

important target with the industrial strategy would be to entourage diversification m the industnal 

sector (Thornburgh, ihe idea behind this is ’o insulate the ctuntry 's economy against
depressions in various industnal s- do rs

Iw o important branches of this industnal strategy v.oukl be the dcvUopment of cducaUon for
z-H-anccd technology and umversit\-related industrial research (for white collar personnel) and the 

pro notion and rc’aimr.g of nluc collar workers. With regards to the former, the state should try 

and loster closer bonds between universities and industry (Ahlbrandt and Weaver. I9S7; Beyers. 
Johnsen, and Stranahan, 19S7, Nathanwm. 19H7) Jl,‘ can be done in two ways. Firstly, the state 

should develop its industrial strategy around thr country's potential resources of which the 

university and technical college graduates form an important part. Industries should be developed 

■vhicn can absorb this tide of skiils. Similarly, the industrial sector should determine what skills are 

needed for the future and the academic institutions should respond and produce these type of 

graduates (iovrmm ental funds could be directed at expanding university programmes wluch will



icach these advanced ifchmcal duB% Por c u m p k . pn^pam m ci in wcncc, engineering, and 

compuicrs rouU  N: updated to eater for Future needs Fhis :\4 c m  %TD ensure that as the nature 

of the cconomy undergoes transformation *0  tixi nnH indi'Tdual carrers change Ihe American 

*atc n f  Penns\1^^nia wecMsfuD) mtn-duced pmgrammM tn hhdge the gap between industf} and 

acadcmia and it »  a ru la r  pm pram m c that governments should implement fThornburgh I9XS). 

Sei mdK ( nhTnxl) research w i ld  alw help indu^nes to grow Research could identify and help 

introduce ne^ p*\)duction nroccs 'o  which could cut operational costs

I m  hlue co lkr workers, \Tnturr capital p,opjTruries using puNic employee ytnskm funds cuuld 

be m troJucej Similar t>pes o f cfopkm nic. a u r  s<fuD) fmphrment J  r ;  Michigan (Bart^ch. 

I9S6). Ihe capital would he m\%sled in projects with high growth potentul and ihe aim in the 

im cam ent wi) ild be to presenre or o ra te  fobs for Wuc collar workers b \ assisting smaD business 

to develop within the poor frgkm ITie programmes would tr) and lonvert the garage mdustnc', 

(e^; pandbeaters. mechanics, welders) mto viaNe small business indusines In addition, the 4a(c 

w ould  retrain unem ployed  workers and labourers w ho are em ployed In declining industries 'E tig h . 

198#; The G overnm ent could  train  workers in skills which art in dem and by employers and these 

skills could  he identified b> the research units of the I mversities.

ITie ()o \tm m ent and the planner mu< be reads to itrvc a& a catah \t for 1 lian^r and pm \ ide 

a receptn-e business and entrcprcncunal «.limatc (Bartsch. IQXAj I he (Ancmment mu\t (o%nxra:e 

n ith  the pm ate %ctor Its industnal strategy must be onentated toward* growth pn)hi. and 

employment creation Furthermore, education programmes lor future white collar professionals 

and training programmes (6r blue colLr workers musi coincide *Tth the i\pc  of mduslr) de\ck)ped 

This development strategy will not generate development in regions w here there is nothing, hut like 

all o th e r regional planning  strategics it needs some pre-existing txonorm i base

4.2 Pri< ate  stvfor dei'dnomenl orgatRtsatiom

N on-profit orientated organisations could he created w ith governm ental funds and or p m  ate 

eoninbufions. \ o n  pfuAt local industrial dcvelcpment groups have been set up in about 2() -tates

m the I SA (Trickson, Humphre> , and O ttensm rycr. 19KS) 1 he aim of these o;g  .nivitions w ould 

be to  create em ploym ent and increase the com petitive efficiency o f poore r regions These 

organisation cou ld  assist finding jobs for university students, use graduates to  promote growth, and 

p rovide certain services for small businesses. They could  lia £  w ith govcnuncn!:tI departments to 

secure licenses, provide low interest financing, and  provide technical training for small businessm en 

(e g in  bookkeeping). F urtherm ore , these organisations w ould serve as easily accessible centres 

p rovid ing  inform ation  on  available buildings and  sites, vacant industrial parks, and available 

em ploym ent. F h r  r  m ain  objective would be to  reduce the start u p  period for small businesses
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4 3 Privatisation ats a new tool for ectm om k de>di>pment

Privatisation can play an important mlc tn promoting rconomic development m rep^ :*  or 

nations Privatisation is nk-rcfy increa.smg the n>le of ibe pnvalc vM or in financing and or 

su p p lin g  m an\ public seniccv In order that privatisation Simulates economy prowih thcrr has 
to b i a free poke) cn\-iTonmeni that docs not imp-'se complex and time-cnn-niming repUaton 

pm ceduirs on the general husincw r.imm un'ty Privatisation can directh i^n tnbu ti to providing 

four ingredients of development llicse include providing informatMm and promothmal efforts 

regarding resource availa.uhty and bufincw opporrumties in regioos. training workers, providing 

fuikjs to Rnance new or cxpandn:g busme^en, and expanding infrastructural services ( H tk r  and 

Scarlett, 19SR|

Private orjaru\ations could he set up wluch makes avaiLNe information which in turn viH assist 
existing businesses . j  expand and will attrjei new inve^ment mio a region ITie (3o\Tmment muld 

um tr.h i (,.:t > 0010 of its economic development [.-"prammes to private firms Ihe advantage of 

this is iwululJ I f%i1\. «he nnvatf «s.̂ .tor is more pniRt conscious than the puNk' setter und will 
en\uri' tLii the im r.tnK iH ' i; nri)g.*mmes will yield returns Stcondls. tlie private xrctor is less 

constr.unrd hs tirn; n n^m in*  i,r. ..^rntk pr[XTdures than the pubkc \cuur. thA-rchy vUliing 

down (m cu\f\ pn- ' I uy vi' / i . 'n ,  ian aW  tram entaprciKurs to \ft up small

businesses Ihe advaniage ol luwi'K . ; ; .\T(.r ^ '.k h n K  'h r  ^ '\i\tancc is that lhc\ h^w
handson  experience in running and hn.UH:;  ̂ ^ .ui'j (fu . ha t J m tf  Lnowledp. about

w hich p roducts and  se n  ices an. o \e r-  and t_n,k'T~upplu.J in .. f ^  ' i j . i n ,  iN, Ti., m id  .il't)

provide low interest loans to  en trepreneurs w  help them  < t  up small , r l  v.»uki «!'.

supply injrastriK iurc to  ensure that p r.x jucts rc.ich their m arkets.

I*rivatisat im will k a d  to  cost sa\m g^ if  it is accom pam cd h \ r%a] ci»mpeti!K ^ I unhtTnH :rr. 

p n v a t:\a tio n  sa tin g : can he translated  in to  rvduccd taxes. ITiis will enhart'e  econom ic gniw ih i* 

was show n by a 1982 study :n Am erica It wa ,̂ found that an inverse relationship L'ti'.ted between 

la s t  ̂ nid econom ic jro w th  (l ixler and S cark tt. I9SS) P n .u tisa tio n  opens up  new opportunities 

for ciitfci^eneurs em ploym ent and  it can significant^ reduce governm ent costs, casmg 

p uN ic-secto r revenue constra in ts and  a')e%T^ting the necessity for 'ax  increases Jh e  p n  ate scci.% 

can also supply ccrtain puhbc s c n n \  s m ore  I'fTiciuntly th an  the p )\e m m e n ta l se iln r. I n alisation  

can al*o perform  devekipm eiit-oneniatcd  tasks, sueh as yob training, inform ation netw orking, 

com m unity  m arketing r  ' p rom otions, and financial services for entrepreneurs.

4.4 Regional dc'cf<»pmcn!: Building locad markets

Regional development can also be enhanced by targeting key industries and building local 

markets. I he Oregon Marketplace programme is a gcvd example of this type o‘" policy (Pmbst and 

(Hbbons. HS?). This programme tnes to build local m -Acts by locating competitive, local sources 

for goods and services purchased previously from distant producers. For South Africa both the



Mrprlmp ol Ley m du\*rk\ and ihe Huiklinp of local mark cl - couM he ro ifk-ourap; rrponal 

ik \rlopm cn( The fil'd siralrg}- involves (he ^rcngthcning of x%iiAc indusincs cm icJ to a n p o n  s 

ectmiimk poformancc l)u» t)T% of sector*! targeting aims at promoting industries with the larpN  

muhipbcT efkets and Inc^ M make mduwnei OrxjNc m on l.r tn adjust to rapwlh changing 

cconom k conditions S«lo.%j|\ targeted cconc ic drvrkipmcnt pobLh^ can al%) a ^ ^ t  

undcrtkvTlopr^ rcginnx to dhcnify their induanes. th frrh \ making them ks* Mj^ncrahic rn 

cconOTiic dcpmimnns. The design of scctt ndi\ targeted <r3kgk^ mu< he gmded b \ a very ik\ir 
set o f principki (Siegel. Reamer, and llochhrrg. 19%"7* f in th . the ch<iKC of whkh m Jii'tn  -s tii 

target must 6)0uw from i  clear understanding of a region s i-conomic \tnM.lurc %hiih dre the 

existing key mdustiies. which industries arc stagnating in a reopen, and which new industries Iww 

a poicntiai lur growth Sccoridly. jcveloptng eSciiivc mechanisms to u n r f '^ e  an indudn » 

compctiiive position must be based upcn an indepth understanding of the market d\nam*< 

aArcting a panicul indu&tn at a particular location T h rd l) . the pnvatr and puNic sector 

w ort togilhtT m supporting actions th.il <trenglhen regional industries fourthly, regional actor' 

providing ke\ economic resource!, alw  should be involved in designing and impL"iicn(mi; j  ' xrton d 
strategy; this means that mstiiutions o f higher education should he involved m anv efforts ;n as i t  

a p,TtK-ular industry I dthly. because Ttgions are uiuque. each pmgranimc skiuld be Aexibl: r . 

order to produce the hcst design for the kxa: nriumstuJiccs

Another approach to drvek'p a rcpon is to bwld its k* al markets. Hie idea behind «h-  

ap^foach is to entourage comparues to use kical suppler, mstfad uf irrrponmg Ki'od' mTi, the 
region Both the purchasers and suppl rrs will benefh Bmmg from kx^l suppliers t n fL.j . 

o r& r deliver} lag time. communka(*on co>t. inventory requirement', and warch('u\iny ntcC 

firm% wdl also benefit beiau^e they g.un new cu^onh^\ In order lo \et u; sikh a 

prugrajfiiiw .,/* ' Tgunsjiam tmlier public, private. »)r a publK private parlnerJ.ip) wouid hjve t(' 
be formed fhe fu i 'iep vould he (o d«) research in a region !o defjrminr whwh :k 'n \  .ire 

impsirt ! in sub^antial ^luntitie-. Ihe -seeonJ step should be to find potential kK.d sell r-' wh. 

vou!d<uppl\ companies with the Ih e th in ls te /w o u ld 'ie t : ' match up tk s iip p lK rsw n 'i

!)ie huvL'T ' I h is  w o u ld  e n ia il pcWw+dm*! m m ra T iv  u lfk  i a l '  &,) c o n 'd d c r  c o m p v lit iv c  b k l^  |r.» in  l(X.al 

s u p p lie r"  u n  ^ u h 'f t ;u e n l  pu re ::.i\e»  I h s  m .iin  is  n '  m .ik r  a re g x m  la i^ l, indepen .le?T  

eci.iw m iicu j (ru m  u ih c r  a rea s

4.5 r.neouraging entrepreneurs in the mivrnahonal marketplace

V
A final was to develop nrgions is lo nuliate programmes which will js^^t regions m identilyu.*; 

and desck ping overseas markets /Vn example ( f this policy is the \ |aw p o n  f rade DevelopHKTi 

Programme (Hagan. 14S7). In the pa^t S )Tars. tl̂ us programme has played an .active n)k  m helping 

Sew i ngland businesses m  identify and develop overseas markets However, for this type of 

strategy to succeed, the rrgion s products m ust enjoy a competitive advantage mtcmatxinaDy This 

means that rcscar-h is req' red to determine whig type o f  goods could be produced for overseas 

m arkets. A trade Develop ..ent Program m e could be set up which would simplzfv the mechanics
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vi vxportmg such as financing, documenting, and transporting goods for sale abroad. 

Simplifications would allow small businesses to enter the exporting markets. The programme will 

K xvkvtn e in choosing companies. Choices will be based on an analysis of a firms leadership skills, 

it-, ability to respond quickly to foreign customers tastes and needs, its internal organisational 

>tmc!urc, resources, and efforts, and the corporate willingness of firms to assume risks. It is 

important to note that this approach can only be implement j  in South Africa once small 

businesses are more entrenched in the economy.

5. Conclusion

in order to upgrade regions, planner* must work with the free market system and liberate the 

economy from regulations. One possible way lo do this 15 to introduce a Free Enterprise Zone in 

a . gum In addition five other ways to achieve this wer*' outlined above. It is important to  note 
that three main conclusions arise from the discourse Firstly, regional growth develops at a faster 

pace m areas that already possess some pre-existing economic base than in regions where no 
.kwiopm ent is present. Secondly, greater freedom and deregulation in an economy is beneficial 

and encourages greater investment in large industries and promotes growth of small businesses 

I hirdls, although a 'f rv  system is economically desirable, it is important to note that a planners 

re .pom'bility is to dissolve inequalities and assist the less privileged This can only be done by 
-xp.mdmg the industrial base of a nation, thereby creating employment in both large industries and 

'.mai. bt's'ucwes.
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