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Introduction 

Budget Day is always a day of great excitement for the 
business and professional upper and middle classes. What 
taxation package will we face? Will optimum portfolio com­
positions change? What will the internati~nal economic com­
munity think? What will the deficit before borro,wing do to 
inflation? What will the impact be on the leve1 of economic 
activity? 

In all the bustle of speculation and commentary, two 
questions are rarely raised and are almost never discussed in 
a sustained way. They are: What contribution does the budget 
make to development? and How just is the budget? 

This brief study approaches budgetary issues with these 
two questions in mind. It considers both revenue and ex­
penditure and brings them into relation, working from the 
basis.of realised figures for the 1983/84 financial year and 
discusses what might be achieved by the 1990/91 financial year. 
The study is therefore comprehensive. Guidelines for the 
years between 1983 and 1990 can be found by appropriate inter­
polation between figures cited for these two years. 

As well as providing statistical tables, we discuss the 
principles of justice and development appropriate to par­
ticular items of revenue and expenditure. We pay particular 
attention to items of expenditure on individuals (much of 
which is social investment) under the headings of education, 
health, social welfare and housing - the approximate scope 
of 'own affairs' as defined by the new Constitution. We do 
so for two reasons: 

(i) justice requires the development and application of non­
discriminatory principles governing entitlements under these 
heads, and 
(ii) development requires the rapid augmentation of human 
capital which has for many years suffered relative neglect 
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in comparison with the accumulation of physical capital. 
(It is not proposed to neglect the latter in turn.) 

We are well aware of possible trade-offs between equity 
and efficiency. These characteristically occur when accumu­
lation rates are being considered. We shall have occasion 
to consider such a trade-off when public policy towards the 
savings rate is considered. 

The principal limitations of the study are twofold: 

(i) We have no mathematically derived and econometrically 
specified model of the economy to use as the basis of our 
calculations. We use three scenarios - pessimistic, median 
and optimistic - which assume the following conditions are 
encountered in 1990: 

Pessimistic Median Optimistic 

Compound annual growth 
rate 1983-1990 2,4% 3,6% 4,8% 
Net material disposable income 
as a percentage of GNP 76,6% 76,6% 76,6% 

Consumption as a fraction of 
NNDI 0,81 0,77 0,73 

Imports as a fraction of GNP 0,22 0,26 0,30 
Company profits as a fraction 
of NNDI 0,28 0,32 0,36 
Price of gold per oz (1983 prices) R400 R500 R600 

Notes: Net national disposable income as a percentage of GNP 
was calculated at 76,6% for 1983 from data in the S.A. Reserve 
Bank Quarterly Bulletin, Dec. 1984. The median growth rate 
has been taken from a recent Reserve Bank study (SARB, 
Quarterly Bulletin, Dec 84 : 27). Consumption, import and 
company profit figures in 1983 were taken as the median esti-

o----'-'mate's"and °t'he ex'treme estlmates from the level of ,variation 

over the years since 1970. The gold price in early 1985 
was taken as a guide for the median of gold price. 

The assumptions are clustered into the three scenarios 
as shown. Whether these magnitudes could ever'be jointly 
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realised is left open, though we see no reason why they should 
not be broadly consistent. 

(ii) The extent of detail in this study is necessarily very 
limited. More detailed analyses are desirable, indeed 
essential; we have confined ourselves to an attempt to define 
a broad direction in which policy, based on justice and deve­
lopment, might evolve. 

The revenue side of the budget 

Table 1 sets out sources of government revenue in 1983 
and 1990 in 1975 prices. The broad assumption in this table 
is that rates of taxation remain constant. 

Table 1 - Government revenue and expenditure 1983 and 1990 
in 1975 prices 

1983 1990 1990 1990 
actual pessimistic median optimistic 

Customs and excise 728 791 1014 1268 
Income tax: 
- companies (nonmining) 1240 1464 1815 2214 
- individuals 2211 2706 2937 3183 
- gold mines 860 633 994 1356 
- other mines 57 67 73 81 
General sales tax 1480 1785 1841 1892 
Non-resident's tax 100 118 128 139 
Stamp duties 77 91 98 107 
Transfer duties 119 140 152 166 
Interest and dividends 198 233 255 278 
Estate duty 33 40 40 47 
Other 221 261 284 307 
TOTAL 7324 8329 9531 11038 
GNP 30441 35938 38992 42266 
Revenue as a percentage 
of GNP 24,1 23,2 24,7 26,1 

Notes: Customs and excise taxes bear.a constant relation to 
imports; 
profits; 
wages and 
allow for 

company taxes bear a constant relation to company 
individual taxes bear a slightly rising relation to 
salaries (from 13,Po% in 1983 to 13,28% in 1990) to 
the operation of a progressive system. Gold mine 

taxes are a constant proportion of revenues less expenditures 
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(quantities mined and costs are assumed constant in real terms 
until 1990). GST revenues are taken as 8% of consumption. 
All other taxes bear a constant relation to GNP. 

Further possible taxes are: 

(i) a capital gains tax. This, if properly designed, would 
divert resources from speculative asset holding into produc­
tive activities. 

(ii) a tax on fringe benefits (already being introduced). The 
employee should be taxed on the total cost of the benefit to 
the employer. 

(iii) a revision of the basis of taxation of earnings from 
financial assets, in order to tax o~ly real rates of return. 
A combination of inflation and income taxation has meant a 
negative real rate of return on financial assets for many 
holders. This in turn can be expected to exert considerable 
downward pressure on the saving rate and on growth insofar as 
this is constrained by savings. An adjustment would allow 
returns up to the rate of inflation (or some substantial part 
of it) to go untaxed. On the other hand,it should make an 
important contribution to bringing down the price level ,as 
consumption declines in favour of savings. 

(iv) a tax based on the potential return to agriculture. 
This tax should be levied at a rate which would mean that the 
productive farmer would pay less tax than at present. It 
should have a numb~r of desirable conseq~ences. 

(a) In good years the productive farmer will no longer be 
tempted to capitalise his profits in relatively low return in­
vestments simply in order to escape the high rate of taxation. 

(b) Absentee landlords who let their land lie fallow and hold 
it for speculative purposes would be forced to farm it pro­
ductively in order to pay the tax or will have to let owner­
ship pass on to more productive hands. This would mak~ a 
substantial contribution to creating rural employment. If 
restrictions on black ownership and use of land outside the 
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homelands are lifted, this would enable bla~ks to become 
active for their own account in the modern agricultural s~ctor. 

(v) Heavier and more progressive estat~ duties. These would 
not only raise government revenue but enforce dispersion of 

,great fortunes, allowing new economic agents in each gene­
ration to compete more equally in the acquisition of wealth. 

It is assumed that these taxes will be in place by 1990 
and will yield revenues of 1,0% of GNP in that year. 

In addition, there may be advantages in moving from a 
general sales tax to a value added tax. 

Expenditure targets and their financing 

It will be assumed that government expenditure as a 
proportion of GNP in 1990 will be 29,5%, 29,5% and 30,5% in 
the cases of the pessimistic, median and optimistic scenarios 
respectively. This can be financed as follows: 

Pessimistic Median Optimistic 
(% of GNP) 

Existing taxation at 
existing rates 23,2 24,7 26,1 
Additional tax effort 
(existing taxes) 3,3 1,8 1,4 
New taxes 1,0 1,0 1,0 
(with percentage increase 
in taxation in brackets) (18,5) (1t,3 ) (9,2) 
Issue of new public debt 2,0 2,0 2,0 

29,S 29,S 30,S 

These shares remain low by international standards. 
Government outlays in the U.S. represented 37,6% of GOP and 
in Japan 34,5%, both in 1982. In the same year, the ratio 
for Australia was 34,4%; the average for the seven big 
!ndustrialized capitalist countries was 41,4% and for the 
small EEC countries it was 53,7% (DECO Economic Outlook, 
No. 36, Dec. 1984, Paris). 
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This implies a slight rise in the share of government 
expenditure in GNP and a rise in the tax burden of 9-16 per­
cent relative to present tax rates. Conservative use of 
the issue of public debt is assumed; in the steady state 
the government would receive more revenue from issue of debt 
than it paid out in interest only if the growth rate exceeded 
the real rate of interest, a condition which is far from being 
satisfied at present. (A revision of this approach would be 
appropriate if growth were to increase and the rate of interest 
were to drop.) In the steady state, given the median rate of 
growth, the nominal interest rate and the rate of inflation, 
issues at 2% of GNP imply repay,ents of ~% of GNP. 

For reasons which will soon become apparent, the share of 
government expenditure in GNP is set at a minimum of 29,5%. 
The share in 1983 was 29,0%. In that year there was a bigger 
gap between expenditure and revenue before borrowing than is 
envisaged in our 1990 projections. The reason for this is 
two linked changes in government finance between 1983 and the 
present: 

(i) the introduction of a rate of interest on the public debt 
which is more market-related and therefore higher than rates 
previously paid; 

(ii) a reduction in the capacity of the government to finance 
itself by creating additional money. 

Both these changes im~ly more difficulty in deficit 
financing and imply a higher burden of taxation if a constant 
share of government spending in GNP is to be maintained. 
Given pub1 ic resistance to taxation, they therefore also exert a 
downward pressure on the share of government spending in GNP: 
The changes are not merely technical; they have po1ittca1 
motives and implications which will soon become apparent. 

Expenditure 

A functional classification of allocable (to individuals) 
and non-allocable government expenditure in 1983 is presented 

in Table 2. Projections to 1990 under the three scenarios 
also appear in this table. 



Table 2 - Functional classification of allocable and non-allocable government 
expenditure : 1983 and 1990 (Rm) (capital and recurrent expenditure) 

1983 1983 
, 

Subcategory category 1983 1990 1990 199 
outlays totals pessimistic median optimi ~ 

(1983 prices) (1975 prices) 
", 

I - Non-allocable expenditure 

1. General administration 7037,8 2706 3195 3227 325( 
1.1 Central govt. admin. 750,9 
1.2 Foreign affairs 754,2 
1.3 Defence 3794,6 
1.4 Police and prisons 1124,3 
1.5 General research 164,2 
1.6 Provincial gen. admin* 393,2 
1.7 Homeland govt.gen.admin+ 303,9 

less Homeland social 
welfare (247,5) 

2. Community services 162,7 63 74 86 102 
2.1 Central govt.comm.services 64,4 
2.2 Provincial admin* comm. 

services 98,3 

3. Economic services 3625,3 1394 1646 1897 2268 
3.1 State water schemes 250,4 
3.2 Agriculture 454,9 
3.3 Mining,manufacturing,const 964,9 
3.4 Roads 174,3 
3.5 Transport and communica. 236,5 
3,6 Other 277 ,0 
3.7 Provincial* 910,5 
3.8 Homelands 356,8 

4. Transfers and loans 65,2 25 30 34 41 
4.1 Transfers to local author';' 65,2 

ities 

Govt.expenditure on subsidies 
and interest 3553,2 1366 1485 1612 1748 

5. 

5.1 Subsidies on agric.product 440,7 (169) (200) (216) (235' 
5.2 Interest payments 2657,9 ( 1021) (1078) (1170) (1268) 
5.3 Dept.of Community Develop. 245,9 (95) (112) ( 122) ( 132)1 
5.4 Prov.administration 89,8 (35) (41) (45) (49) 
5.5 Homeland governments 118,9 (46) (54) (59) (64) 

6. Government enterprises 800,3 308 154 154 154 
6.1 S.A. Transport ' 455,2 
6.2 Dept of Environment 137,8 
6.3 Govt.printer & motor trans. 15,0 
6.4 Public corporations 192,3 

I - SUBTOTAL 5862 6584 7010 7572 
, 
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Table 2 - continued 

1983 1983 
Subcategory category 1983 1990 1990 

outlays totals pessimistic median 
(1983 prices) (1975 prices) 

II - Allocable expenditure 

Education 3911,1 1504 2216 2381 
7.1 Tertiary 830,2 
7.2 Primary and secondary* 1265,3 
7.3 Homelands+ 317,1 
7.4 Others 1498,5 

Health 2193,5 843 995 1147 
8.1 National 451,4 
8.2 Provincial* 1517,5 
8.3 Homelands+ 224,6 

Social welfare 1358,9 522 616 710 
9.1 National 1111,4 
9.2 Homelands 247,5 

General admin & other we lfa re 75,8 29 34 35 

Housing 155,5 60 133 194 

Other social services 52,8 20 24 26 

II - SU8TOTAL 2978 4018 4493 

II - Education, health, 
welfare, housing 2929 3960 4432 

% p.a. growth 4,4 6,1 

TOTAL 8840 10602 11503 

Sources (1983 figures): Unless marked otherwise, the figures are derived from the 
Statistical/Economic Budget Review 1984/85 p.41 

Items marked * are derived from the total grant to the provinces and the 
Annual Reports of the Provincial Administrations: Estimates for 1983/84. 

Items marked + are derived from the total grant to the 'national' and 
'independent states' and the Reports of the Auditor-General of the governments of 
these 'states'. 

1990 
optimistic 

2789 

.1268 

849 

35 

350 

28 

5319 

5256 

8,7 

12891 
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Notes follow on the construction of the 1990 estimates. 
The population growth rate for the period 1983-1990 is taken 
as 2,4%, following the projections of the Institute for 
Futures Research (J. Grobbelaar, Projections of the S.A. 
Population, 1980-2015). 

Item 1 - General administration. For all three scenarios, 
this is permitted to grow by the population growth rate; a 
further 1% is allowed in the case of the median scenario and 
2% in the case of the optimistic scenario. 

Items 2 - Community services, 3 - Economic services and 
4 - Transfers and loans. Here the growth rate is taken to be 
the same as the economic growth rates for the pessimistic 
scenario (2,4%), 25% above the growth rate for the me~ian 
scenario (4,5%) and 50% above the growth rate for the opti­
mistic scenario (7,2%). 

Item 5 - Government expenditure on subsidies and interest. 
The interest payments item is set at 3% of GNP and all other 
items grow at the economic growth rate. 

Item 6 - Government enterprises. This item is halved to re­
flect "revised financing techniques introduced in the 1984/85 
budget. 

Item 10 - General administration and other welfare. As item 1. 

Item 12 Other social services. This grows at the economic 
growth rate. 

This leaves four items to be investigated in more detail: 
Education, health, social welfare and housing. Given that 
total government expenditure has been fixed (see the financing 
of expenditure section) and that expenditure on all items 
other than these four has now been fixed, one is now able to 
calculate the compound annual growth rates of total spending 
on these four items. They turn out as follows: 
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pessimistic scenario 
median scenario 
optimistic scenario 

9. 

4,4% p.a. 
6,1% p. a. 
8,7% p.a. 

These are 'geared up' in the sense that assumptions about 
spending on other items mean that the growth rates for these 
items are faster than the growth rates underlying the scenarios. 
Put another way the share of these items rises from 33% in 
1983 to 37%, 39% or 41% in 1990 depending on assumptions. 

The four items are discussed in turn. 

Item 7 - Education 

Compound growth rates.in educational expenditure allowed 
for are 5,7% p.a. in the pessimistic case, 6,8% p.a. in the 
median case and 9,2% p.a. in the optimistic case. This item 
has been treated as a residual in the calculations; magni­
tudes have been chosen so that growth rates here are higher 
than those for health and social welfare. 

Assume that the growth rates in primary/secondary and 
tertiary education expenditures are equal. Then, on the 
assumption that real expenditures per capita remain constant 
on White, Coloured and Asian pupils, a measure of potential 
improvement inper capita expenditure on African school educa­
tion can be derived. SALDRU Fact Sheet 6 provides the 
following information. 

Whites Coloureds Asians Africans Total 
School enrolment - 1982 975400 

- 1990 937600 
Per capita expenditures - 1982 R1385 

767300 
742900 

R593 

224300 4936100 6903100 
237300 6485200 8403000 

R872 R192 R414 

Assuming the growth rates in educational expenditure to 
apply over eight years rather than seven, per capita expendi­
tures under three scenarios in 1990 are 
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All African 
Increase in African Fer capita 
expenditure p.a .. 198 -1990 

Pessimistic 501 349 7,8 
Median 538 398 9,5 
Optimistic 629 517 13,2 

These improvements to African education could be con­
siderable, even in the pessimistic case. In the optimistic 
case the system would grow at a rate of above 15 per cent 
per annum. Capacity constraints especially in the stock of 
teachers and the training of new ones might make it impossible 
to progress at the rates indicated; in such a case an increase 
of per capita spending on Coloured pupils would be appropriate. 

If levies of perhaps 10 or 15 per cent of expenditures 
were additionally imposed on White pupils as a reflection of 
their privileged position, it would be possible to make sub­
stantial progress towards equality in per capita expenditures 
between the races by 1990. Given the economic importance and 
political salience of education, this is an opportunity which 
should not be missed. 

Item 8 - Hea lth 

In the pessimistic case, health expenditures increase by 
2,4% p.a. leaving per capita services at the level of 1983. 
In the median case, they ihcrease by 4,5% p.a. (25% over the 
economic growth rate) allowing for a 15% per capita improve­
ment between 1983 and 1990. In the optimistic case they in­
crease by 6,0% p.a., allowing for a 27% per capita improvement. 

The rural areas would have first claim on most of the 
imp~ovements in service. Improvement in the numberi and 
distribution of clinics, the extension of community health 
programmes and preventative medicine would be important. 

Item 9 - Social welfare 

In the pessimistic case, welfare expenditures increase 
by 2,4% p.a. leaving per capita services at the level of 1983. 



I 

I 
! 

11. 

In the median case, they increase by 4,5% p.a. and in the 
optimistic case by 7,2% p.a. 

The following is a schedule of welfare payments in 1984: 

a. Maintenance grant 
White: R180 p.m. plus R48 per schoolgoing child and R40 

per pre-school going child. 
Coloured and Asian: R93 p.m. plus R23 per child to a 

maximum of 4 children. 
African: None. 

b. Family allowance 

c. 

d. 

e. 

White: up to R320 p.m. depending on .the salary of the 
income-earners. 

Coloureds, Asian,and Africans do not receive family 
allowances. 

Old age pension 
White R166 p.m. 
Coloured R103 p.m. 
Asian R103 p.m. 
African R 65 p.m. 

War veteran pension 
White R181 p.m. 
Coloured R103 p.m. 
Asian R103 p.m. 
African R 65 p.m. 

Di sabil ity pension 
White R166 p.m. 
Coloured R103 p.m. 
Asian R103 p.m. 
African R 65 p.m. 

1983 welfare disbursements were as follows: 



Whites 
Coloureds 
Asians 
Africans (outside the homelands) 
(inside the homelands)· 

12. 

R'OOO 

497828 
287019 
76992 

228432 
247468 

Population ('000) Per capita (R) 

4695 
2749 
867 

10741 
11636 

1337739 30688 

} 

106 
104 
89 
21 

Notes: Population flgures taken from the Institute of Futures 
Research. 48% of the African population lives outside the 
homelands. Total disbursements are close to the estimates in 
Table 2, but not identical as they are derived from different 
sources. 

The per capita fi~ures are in a somewhat different relation 
to the individual entitlement figures and show Coloured people 
to have the highest proportion of recipients to population and 
Africans to have the lowest with Asians and Whites occupying 
intermediate positions. 

As in the case of education, all improvements can be 
assumed to accrue to Africans in the first instance. Given 
populations of 5035000, 3086000, 972000 and 27067000 in the 
cases of Whites, Coloureds, Asians and Africans respectively in 
1990, the levels of per capita spending on Africans (in 1983 
prices) in 1990 can be calculated: 

Pessimistic scenario 
Median scenario 
Optimistic scenario 

R24 
R32 
R46 

% p.a. improvement 
1, 9 
6,2 

11,9 

The improvement in the pessimistic case is entirely due 
to the change in the composition of the population. The median 
scenario provides for an appreciable improvement and the 
optimistic scenario for a sUbstantial rise. - The improvements 
should be in coverage as well as in the level of entitlement. 

: I 

, , 
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Item 11 - Housing 

The financing of public housing is complicated. It takes 
place through the National Housing Fund which had a capital 
of R2,3 billion on 1 April 1984. The Fund may receive 
capital from the government (on which it does not pay interest) 
or it may raise capital on the market, the repayment of which 
is subsidised by the government. It in turn makes loans to 
local authorities and housing utility companies and under­
takes a certain amount of construction itself. 

The 1983 accounts of the National Housing Fund show that 
capital grants were the predominant means of finance through­
out most of the Fund's history. Loans to the Fund consti­
tuted 24% of its liabilities and 32%. of capital at 1 April 
1984. There has, however, been a change of policy in recent 
years: no addition to capital was made by the Treasury in 
1983 while net loan liability rose from R460 million to 
R750 million. The greatest part of the Treasury's grant to 
the National Housing Fund was a sum of R80 million which 
subsidized interest on private loans to the Fund. 

If rapid growth in National Housing Fund loans is en­
visaged, there will be an equally rapid growth in these 
interest payments, interest rates remaining constant. In­
deed, a point could be reached where no new loans were made 
and yet the interest payments on loans could equal in real 
terms earlier annual. additions to capital. If the difference 
between the rate at which the Fund borrows money and the rate 
at which it lends it on is about 10%, that point would be 
reached when loans reached 10 times the old a·dditions to 
capital (in 1982 about 3,3% of capital) or 33% of capital. 
That point had almost been reached at the beginning of 1984. 
Serious questions must therefore be raised as to the long­
term viability of the new policy. 

In any event, it is widely acknowledged that state housing 
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policy has to change and the emphasis in the future will 
have to be on the provision of serviced sites. The Urban 
Foundation quotes the following costs of provision. 

end 1984 prices 
Fully serviced site R7500 

Core houses('sweat equity') R13000 

Core houses - built by contractors R16000 

1975 prices 
moo 
R4200 
R5200 

By .1990 the population of South Africa will be growing 
by about 800 000 per annum. Most of the increase (say 80%) 

should be taking place in the urban areas because of natural 
increase ~nd immigration and about 60% of the increase will 
not be rich enough to be provided for on the market. Sites 
will need to be provided for at 384 000 persons per annum; 
at 6 persons per site, this represents 64 000 sites per 
year, at a cost in 1975 prices of R153,6 million. 

The scenario assumptions are: 

Pessimistic - the non-capital grants to the National Housing 
Fund will rise by 12% p.a. 
Median - Grants as pessimistic plus funding of 40% of the 
sites requirement through a capital grant in 1990. 

Optimistic - Grants as pessimistic plus funding of 100% of 
the sites requirement plus funding for 15 000 'sweat 
equity' core houses, both through capital grants in 1990. 

The costs involved are shown in Table 2. 

Comparisons,with the period before 1983 

As an indication of the changes proposed, it is worth 
comparing the median projection for 1990 and the gro~th rates 
it implies over our 1983 base, with changes over the period 
1976/7/8 to 1982/3/4. This is possible in three fields: 

Education 

1976/77 current educational expenditures were extracted 

1 
I 
I 

I 
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from the S.A. Institute of Race Relations 1978 Survey. 
These are converted to 1982 prices for comparison. 

1976 1976 1982 1990 

(cu~rent) 1982 1982 1982 
prlces (prices) (prices) (prices) 

Whites 654 1374 1385 1385 
Coloureds 158 332 593 593 
Asians 220 462 872 872 
Africans 49 103 192 398 
African growth % p.a .. (76-82) 10,9 (82-90) 9,5 

Our median projections, based on an increase of 58% in 
educational spending in real terms between 1983 and 1990 or 
an annual rate of 6,8%, very nearly double the assumed growth 
rate for the economy as a whole, oannot quite reproduce the 
growths in per capita expe~diture for Africans that occurred 
over the period 1976 to 1982. There has.been an explosive 
growth in African school attendance over this period. Total 
enrolments will slow, but secondary education (considerably 
more expensive per capita than primary) will increase in 
importance. All this goes to .show how voracious educational 
requirements are and will come to be; as the share of educa­
tion in total government· spending rises, it will become 
steadily harder for expenditure to grow at a given, rapid rate. 

Health 

Health expenditure in 1978 was R966,8 million (R89,1 m 
of this was in the homelands). In 1975 prices this was 
R705 million. The average annual growth in health expenditure 
was there!~re 3,6% per annum; our median projection calls 
for a rate of 4,5%, a modest increase. The need is not 
necessarily so much for more money, as for improved delivery 
systems and services. 

Social welfare 

In mid-1978 old-age pensions were: 



Whites 
Coloureds 
Asians 
African's 

1978 

(cu~rent) 
pnces· 

88 
47,75 
47,75 
23,75 
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1978 1984 
1984 

(prices) 
1984 

(prices) 
(R/month) 

184 166 
100 103 
100 103 

50 65 

This implies a real rise of 15% in old-age pension 
rates for Africans between 1978 and \984. Our median 
scenario implies a rise of 52% of pay-outs, some of which 
should be taken in a rise of rates and the rest in improved 
coverage. 

In brief, what we advocate is a strengthening and con­
tinuance of desirable trends (some of which are of recent 
origin). 

Some cautionary remarks 

There are three limitations tn an exercise of this sort 
which need to be pointed out: 

(i) the picture is of necessity painted with a broad brush and 
more detailed attention to the content of particular sub­
categories and sub-sub-categories would necessarily result in 
a somewhat different picture. Such detailed work would be the 
province of specialists in particular fields who would be 
concerned with making judgements about which parts of their 
programmes should be expanded or contracted in the interests 
of justice and development. It remains the case, however, 
that all these detailed investigations would have to be fitted 
into a framework of the sort developed here. 

(ii) taxation and expenditure by government does not constitute 
a closed system. The structure of taxation affects the allo­
cation of time between work and leisure and the allocation of 
resources between consumption and saving; one does not have 
to be a devotee of the Laffer curve1to acknowledge that. 



17. 

Also, most of the goods and. services provided by the govern­
ment are, or could be, provided by the private sector. Items 
of expenditure can move on or off budget and still be provided -
the change in their provision may be less spectacular than 
the change in government accounts; In principle we are not 
opposed to changes either way; what matters is the difference 
in patterns of provision evaluated both in terms of efficiency 
and equity. One change which might have beneficial conse­
quences is the creation of a system of transferable pensions 
which would bear the primary responsibility for care of the 
aged, with a modest state 'safety-net' to supplement it. 
Proposals of this kind (alterations to housing finance would 
be another example) need to be evaluated on their merits in 
analyses of a rather different kind from this one and the im­
plications fed into this framework. 

(iii) no explicit discussion of the costs and benefits of 
dismantling state institutions ~f control (the police and 
ciiil service in their role of enforcers of influx control, 
the Defence Force) and the possibility of channelling savings 
into development functions, has been attempted in this study. 
Again these would require specific studies (e.g. that of 
Savage on influx control). We have assumed a slow growth of 
general administration which would put bounds on the rapid 
expansion of control activities, but one certainly might 
think of doing more to redistribute funds from this category. 

Conclusions 

Our pessimistic scenario is indeed pessimistic. It 
implies no growth in per capita incomes from 1983 to 1990. A 
heavy increase in taxation brings with it the prospect (start­
ing from where we were in 1983) of only a very small movement 
in the direction of justice and development, in the context 
of declining per capita disposable incomes. 

Our median scenario implies a noticeable advance. African 
per capita educational expenditures could increase by 107% 
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between 1983 and 1990; there could be 15% improvement in 
health expenditures per capita and a 52% increase in social 
welfare payments to Africans would be possible. The state 
could finance 40% of the serviced sites required by the 
9rowin~ urban population. 

The optimistic scenario holds out the possibility of a 
considerably more rapid progress towards equal per capita 
spending; in some cases progress would be held up more by 
capacity constraints than lack of finance. Even here, though, 
existing inequities could not be wiped out by 1990. But the 
achievement would be great. 

We are well aware that the goals of justice and develop­
ment are not always served by the working of political. forces. 
If changes of the sort discussed here or better ones are to 
be realised, the dedication of many people with technical 
expertise and political commitment will be required. 
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