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“The Ego Reminiscence Ratio (ERR) (the proportiba person’ speech devoted to their past — ‘when
I was ..." and ‘| remember when ..." etc.) is suppogddbgher among men than women, rises with age,
on retirement leaps to a new high level, is highehe evening than the morning, and rises sharply
with the consumption of alcohol”, Chambers (2005%7).

1 Introduction

In a contribution reflecting upon ten or, more &@kg twenty years of the “MEC”, | have
found it more or less irresistible not to dwell npomy own intellectual history and its role in madgin
the MEC. This may have meant that | have descendeaxh too far into a sad exercise in self-indulgent
nostalgia around my own contributions and flawegirations, and even been reduced to levelling
recriminations against others involveBut, hopefully, the account that follows is notiesly wasted
in that its self-centredness does seek to offeresioimy over and above a set of what are rapidly
becoming forgotten intellectual traditions and thgonale for them. First is to emphasise the radwn
of the analytical content and energy that went attmly of the MEC. Second is to promote the notion
itself in scholarly, rhetorical and policy circlés still capturing better than any other term the
continuing dynamic of the South African economydA&hird is to inspire wider application of the
MEC to the past, present and future although teéxds to be done through a judicious combination of
appropriate theory, its limitations and sensitestio South African realities.

In this light, the following section gives an aaot of the way in which the “MEC” came into
being as a result of my engagement both with thetSafrican economy and the ANC as the latter
took its first steps in drafting economic proposaith the prospect that they might be implemenies.
begin with, | appear to go off on tangents, taldrgiep or two back from South Africa itself to
highlight the broader intellectual, political amtedlogical influences at the time that informed the
notion of MEC, ranging over Marxist value theottye tBritish economy, Thatcherism and more. As a
result, the MEC is shown to have been a carefulthobugh mix of theoretical and empirical
elements, and not a terminological and dogmatiédidempirical and polemical purposes. This is not
the place to replicate a specification of the ME€ibis worth emphasising how much it has been
misunderstood even by those who support it, leteathose who do not. For, whilst the MEC is centred
on a core set of sectors, it is much more thanithtlse economic, political and ideological connats
that it does or does not forge more generally. ghsit is an instance of what might now be terraed
system of accumulation, applied to South Africpamticular, seeking to examine how specific,
concretely defined, economic interests give riseaiwesponding patterns of accumulation of capital
and the consequences that flow from this as susisteam evolves.

For this reason, and partly through exploratiothefrelevance of the developmental state
literature for understanding the South African exrog, considerable effort was spent in exploring the
South Korean economy for comparative purposes.résdts of this found their way into the
beginning of Fine and Rustomjee (1997), and might appear anomalous. A more general
framework around linkages and agencies was alssticamted to underpin the notion of system of
accumulation, Fine (19922)nd has been taken up by others such as Lee (R0Rf South Korean
car industry and Saraswati (2007) for Indian ITthvather doctoral students working on topics sush a
South Korean and Japanese steel, and Nigeriafhhalpoint is to examine the rhythm of relations
between state and private capital, patterns ofooés including developmental success and failure,
and the incidence of policy with corresponding easusnd effects.

If section 2 provides the background to the launictne MEC approach, section 3 offers an
account of the generally negative, or lack of, ptioe encountered by the MEC once the post-
apartheid government was in place. In a sensevif@ suffered a fate parallel to that of the MERG
(1994) project, if in the realm of ideas as oppdasegolicy, and much less acutely. The same forces
that brought it into being were to disown it beftiiere was any chance of secure and sound
foundations across scholarship, rhetoric and policy



This is despite, as argued in section 4, the comtgnrelevance of the MEC for understanding
the South African economy. Here, considerable esipha placed upon the extent to which the post-
apartheid economy has, at least until recentlyn loeeninated by the globalisation and financialsati
overhang attached to its domestic conglomeratescily and indirectly, policy has been dictated iby,
not confined to, the imperative of allowing for tbenglomerates’ orderly and beneficial export of
capital. On the other hand, it seems as if pokaydw working itself once more towards a state-led
expansion of the MEC-core, reminiscent of the 19#l®ugh renewal of public investment in state
corporations, especially around energy and tratdparwith as much private participation as can be
engendered (domestic conglomerate, FDI and, ofsegyrarasitic BEE). This is a matter of enormous
importance for contemporary debate, both in teasirtgvhat is happening as well as in offering and
strategising for alternatives.

In addition, section 5 suggests directions in whihMEC might be deployed in examining
both the past and broader socio-economic aspette @&outh African formation. Apart from history
and policy, it ranges over topics such as labouketa (at some length), social and economic
infrastructure, and technology, although thesepalg offered as suggestive avenues for further
research.

The concluding remarks express concern over tieeofatadical scholarship and thinking
around South Africa, with concepts such as ra@sscand capital no longer deployed as once they
were. Possibly greater attention to the MEC midfgrcisome remedy by emphasising the economic
without degenerating into economic reductionisng By drawing on theory without neglecting
specificity.

2 The History of the “MEC*

| was first approached to contribute towards ANGrexmic policymaking in 1984. At that
time, | was an academic at Birkbeck College, Ursitgrof London, but | had also taken a half-time
post on secondment as joint research editor tinthestry and Employment, 1&E, Branch of the
Greater London Council which was about to be ahetisby Mrs Thatchetlts various activities were
to be devolved to higher or lower levels of goveemin with the exception of five functions, includin
economics, for which it was considered there wdnddho need for a dedicated, London-wide
authority® Secure in the knowledge that its policies wouldemée implemented, and drawing upon its
workforce of almost 200 including many economisi&FE created a wealth of policy documents
including the London Industrial StrategyS, and the London Labour Pldn P, GLC (1985 and
1986), to both of which | was a contributing edftdrhe first of these was heavily influenced, atieas
for a number of sectors, by the newly emergingilfliexspecialisation, flec-spec, approach associated
with Piore and Sabel (1984) which subsequently g@danfluential in South Africa through the
Industrial Strategy Project, ISP (1995), see belbire Director-General of I&E was the inspiring
Robin Murray, who fell for and propagated the figm=c approach in a big way, having previously
been based at the Institute of Development Stutliss, University of Sussex.

| was totally sceptical about the flec-spec appnpaad this entailed considerable if generally
cordial conflict with Robin Murray over the polidocuments. My opposition was based on both
theoretical and empirical reasoning, and was wdtirmed by knowledge of the literature as | had
jointly taught with one of flec-spec’s leading poments, Jonathan Zeitlin, on a course on the ecmnom
history of the UK over the past centdrywas also mindful of the desire, if not the nefed the
London Industrial Strategy both to make a grantkstant (as political and ideological opposition to
Thatcherism) and yet to be attached to some sadtiohale for the limited policies that the GLCsva
capable of implementing given its resources, powadscircumstances. For the UK, given the major
role played by multinationals in Britain’s deindualisation, and the decline of inner city
manufacturing, the GLC was powerless to intervarthé major changes going on at that time in the
absence of a supportive and determined centralrgment that was most notably absent. Far from the
veracity of flec-spec dictating GLC policy, the lnlity to intervene other than at the level of simal
scale firms rendered it an attractive policy frarogto lend ideological support to those limited GL
interventions that were within the bounds of patigjb In practice, such industrial interventiongre
little short of disastrous with, paradoxically, thuoss-making compensated for by capital gains on
industrial property purchased but never used foustrial workshop4®



The early eighties also marked the end of a parfambncern about the long-term
performance of the British economy, its having giveay to debate around the putative productivity
miracle of Thatcher’s second term of office. Fimel &larris (1985) both critically assessed the earli
literature and also offered an explanation of tmpdrawing upon a series of contributions on the
performance of the British economy. We centrednenlack of coherent long-term industrial planning
in the UK, pointing to the interaction between emmic and political factors. British finance had bee
short-term and international in its orientationlikeits West German and Japanese counterparth. Bot
in its lending and in its direct and indirect irdhce over policy - financiers in high places arelrtile
of the money markets, respectively - British bah#d had no interest as such in providing long-term
finance for, and as a lever upon the restructunirgritish industry. This had itself been dominatsd
multinational corporations with global strategidsploying the British workforce on the three low
basis, low investment, low productivity and low weagThe latter reflected, contrary to popular
wisdom, the weakness of the British trade union @moent, despite its reputation for militancy, and
especially in pushing successfully for industrialigy. In short, neither individually nor collectly
through the state, were the three great powetsituK able nor willing to adopt appropriate indigtr
strategy. Policy remained piecemeal, uncoordinat@tiput long-term objectives and, given these
characteristics, subject to shifts and turns. is thspect, Thatcher’s economic policies, even
privatisation, were to be understood as highlyrirgationist, even if under the guise_of laisserefai
ideology, and to reflect considerable continuigither than a break, with the practices of the past.
word, work on the British economy had been inforrbgd focus on industrial restructuring as the
basis for explaining and promoting economic perfomoe and that the organisation and promotion of
economic and political interests was decisive imegning outcomes.

At the same time as all of this, | was also senaagn economic advisor to the British
National Union of Mineworkers, NUM. One of the oniees of the year-long 1984/85 strike against pit
closures, a concession to stop the pit deputies joining the strike which would have closed all
mines for legal reasons, was for the workforceawehthe right to go to independent tribunal in aafse
proposed pit closure. Economic evidence submitigté tribunals focused on the “social” costs of
closure, comprising redundancy payments, unemplayimenefit, lost output, lost direct and indirect
taxes, and the knock-on effects to other industtheslocal community and balance of payments
through lost expenditure and saté©n a wider scale, especially with the privatisafiwogramme of
the Thatcher government, it became apparent tleatio@ted expansion across state (nationalised
industries) and private capital was being wastethfthe past and jeopardised for the future, given
linkages between coal, electricity, steel, watat ear manufacture for example. For polemical
purposes, | described this as if a kamikaze pikteamaking his way through the input-output talfle o
the British economy.

Other than the above, and my position within thigigdr Communist Party as firmly opposed
to its Eurocommunism sect that not only promotea secial movements but also increasingly saw
class and trade unions as their antithesis, | bagualification to advise on South Afri¢aBut, no
doubt reflecting the ANC'’s first tentative stepsvérds constructing post-apartheid policy, | wasedsk
to join a small group led by Laurence Harris, EaoioResearch on South Africa, EROSA, set up as
the counterpart to the earlier RESA, Research arc&itbn for South Africa. The latter had been
organised by Harold Wolpe, and | involved myselRIBSA as an outsider as much as | could.
Inevitably, this placed me in contact with Harold/igler and earlier work concerning the reproduction
of labour power and articulation of modes of praducas well as the political formulations around
colonialism of a special type and so on.

Because of longstanding work on the coal industryfirst task for the ANC, through the
EROSA group, was to assess the prospects for miAs@ lefty with no particular previous
experience of South Africa, my knowledge was preidamtly gleaned from the anti-apartheid
movement, with its emphasis in the economic spfanesing on trade boycotts and the role of direct
foreign investment by multinationals into Southiéé. However, my entry into research was
dominated by two publications, each of crucial anthplementary significance. One was the Report of
the Commission of Inquiry into the Electricity Irgtry, de Villiers (1983), and the other was Duncan
Innes’ (1984) account of Anglo-American. From th@ tpublications, | gained an understanding,
respectively, of the significance of the state ahdomestic corporate capital in the economy, &yd,
means of a short and obvious analytical step,rtezdaction between the two. After more detailed
research on mining and energy and on corporatetstr) | early on formulated the notion that South
Africa had been dominated by what | ultimately techthe minerals-energy complex, MEQn brief,



the MEC is to be understood in terms of the coeci@tm of accumulation of capital taken in South
Africa, centred on a core set of sectors, but negcbeyond them in terms of corporate control and
influence. By the same token, the relations betweemte capital and the state are imperative ¢o th
nature and evolution of the MEC. It should be appahow earlier work on the UK informed, but did
not dictate, that for South Africa.

Having formed the notion of the MEC, it served dsaal point for academic and policy work
over the next decade. Such efforts were primaelgrgd towards serving the ANC although, as part of
a wider exercise in training and research. A twaryesearch project from the UK’s Economic and
Social Research Council was successfully appliedofeginning in 1990 and ultimately giving rise to
Fine and Rustomjee (1997), with my co-author plgyhleast an equal part in filling out the analysi
of the MEC, see also Rustomjee (1994). In policykwbwas heavily involved in MERG (1993),
taking responsibility for the chapters on houssafjooling, electrification and health, quite agerin
the inconsistent compromise with ISP, see belowhénchapter on industrial policy. MERG, as is
often overlooked, had primarily been set up to tgveesearch capacity not to deliver it. | remember
very clearly being informed in early 1993 by Vefldlay, then heading MERG, of the request from the
highest level to prepare an alternative policy earark to that on offer from the World Bank and
outgoing government. | responded with gentle rasist on the grounds that this would undermine the
longer-run goal of creating indigenous capacityhwesort to outside expertise whenever something
important or urgent was requirétiBut | deferred to the priorities of the momentdahe movement).
However, by this time, both the substance of ecaogmlicy and the way it was produced (from on
high at one extreme as with GEAR as opposed ton@egd root and branch discussion in the earlier
period leading to the RDP) had changed dramaticaliyhin six months of its having been
commissioned and even before it was publishedBRG Report was disowned by the leadership of
the ANC. My work became oppositional and orientadchprily around the trade union movement, Fine
(1994c, 1995a, 1997¢ and d, 1998b and c, and 2B@Mever, | was asked, to my surprise, by the then
Labour Minister, Tito Mbweni, to serve as a fore@pupert to the Presidential Labour Market
Commission, LMC (1996 But otherwise, this heralded a ten-year perioligfed study of the
South African economy, more by way of a collapsderhand than conscious and deliberate exercise
of personal choic&

The preceding gives some account of how the MEErged as an organising framework for
understanding the South African economy — in ligfdittention to everything from input-output tables
to Thatcherism. But there were also wider intellatinfluences at work that are readily forgotten.
Especially important were debates within Marxistraadling Marxist political economy and value
theory in particular, and the response to the @rfae of French Marxism, both Althusserianism and
regulation theory. Whilst taking a firm stance @iue theory, albeit expressed in an Althusserian
vernacular for which | do not feel primarily resilsle, Fine and Harris (1979) were more concerned
both to define the current period of capitalism émdraw upon previous work on the British economy,
Fine and Harris (1985). This involved emphasis dua periodisation of capitalism: by laissez-faire
monopoly and state monopoly capitalism and, comegmgly, by the internationalisation taken by the
forms of capital as commodity, money and productisirthe same time, the neo-liberal Washington
Consensus was at its height of influence, togeiliter concerted opposition in the form of the
developmental state paradigm and adjustment whilmnaan face.

This all created a heady mix of analytical elersemith which to address the South African
economic formation. In addition, especially in ligt relative decline of the US and UK economies,
defence economics had emerged to prominence phnaaguing both for crowding out effects (as
opposed to tempering stagnationist tendenciessiéiguothat had always been untenable despite its
influence)!” and more widespread undermining of economic pevmce through technology policy,
etc. Inevitably, this brought the notion of milyaindustrial complex, MIC, to my attention, long
associated with JK Galbraith (1967). But this notseemed limited in addressing the US economy as a
whole (as did the monopoly capital thesis for netijigy internationalisation) and discouraged, if
anything, the adoption of the notion of MEC for 8oAfrica for fear of unduly rigid structuralism,
functionalism and misunderstanding by associdfi@ut, in the event, reason and realism prevailed
with the notion of the MEC understood as the foakeh by the accumulation of capital as it evolved
in South Africa, incorporating specific relatiosgctors, structures and dynamics.

3 The Reception of the MEC




| am not in a position to pass serious judgemarthe reception of the MEC in scholarly,
policy and more popular discourse. | have not stidiow and how much the idea has been deployed
and am otherwise subject to bias irrespective obmy paternal/maternal rights. | am liable to take
note of the use by others where it might othergseape notice but | have also, over a ten yeangeri
been aloof from the South African scene. Being ofaalest disposition, despite the evidence of this
paper to the contrary, | have not sought to pushMEC on others and certainly not to investigaté an
applaud or contest its use or rejection. The exaephat proves the rule is the debate betweendell
Farrell (1997 and 1998) and Fine and Rustomjee§)199

For the first time, for the purposes of this pap@nade a Google search for “minerals-energy
complex” and came up with 15,000 or so entriesispect this reduces to half if Amazon and the like
and Patrick Bond are excluded. | also suspectythaineed to score at least a million or so to be
considered to have made any sort of imp&But, possibly reflecting my prejudices, and desifie
Google references across an impressive array ¢itappns and users, generally extremely positive
and/or taking it for granted, the MEC does not séeime prominent. Most significant is the failure
even to acknowledge it by those who would, presuynabject it.

Why is this so or, more constructively, tracinganathe MEC is or is not used, and how and
for what purposes, is a potential source of ingegibn within the sociology of knowledge. From the
earlier account, it is apparent that the MEC becasseciated very rapidly with dissident scholarship
rhetoric and policy stance. What follows is a haeslen offensive, judgement but economic analysis
and policy around the time of the transition becaitiger the prerogative of mainstream, narrow-
minded orthodoxy or of non-economists. The depthraferstanding incorporated in the MEC may not
have been appreciated in any sense of the ternetNeless, its close correspondence with the
empirical realities of the South African economg,dind continues to, allow for it to be embraced at
different levels of understanding. So the antipaththe MEC runs deeper and must be sought
elsewhere.

My first visit to South Africa was in 1987 at thequest of the ANC to review the work of the
Economic Trends, ET, group. ET was run by Stephelb @d was strongly supported from NUMSA
through participation of Alec Erwin. The organisifigmework for ET was the idea of racist Fordism,
inspired by Gelb. This was a point of differencéhwirom my perspective, the framework of
regulation theory crudely imposed upon the SoutticAh economy, Gelb (ed) (1991). My impression
of those engaging in the sectoral studies withinias that it allowed them to do their research and
they were prepared to go along with the framewarloag as it did not get in the way. Very few
positively used it, and it was probably inapplieaht any level of detail (and, reflecting an eletwdn
underconsumptionism, unable to address the fatemfconsumption sectors — why should gold and
capital and intermediate goods be restricted bg)rac

It was, however, indicative of personal and irtetilal opportunism that grew out of all
proportions as the Industrial Strategy Project gmeiout of ET. Intellectually, ISP took also totk i
inspiration from French Regulation theory, espégial its flec-spec, post-fordism version, and dasw
spearheaded by Raphie Kaplinksy (a disciple inrdgpect of Robin Murray at IDS) and gathered
together a number of those who had previously studt Sussex. Of course, from an MEC-
perspective, irrespective of the merits of flecesipethe wider world (its now having declined to
nothingness other than in the perpetually evolgiuipal commodity/value chain approach), the ISP
had practically nothing to say about the majora@esocdf the South African economy and, with minor
exceptions, ISP was inevitably self-limiting to sieosectors that might be interpreted within its
analytical orbit. To me, this seemed like the GlaGanale turned upside down. For it, you could only
work with small-scale industry, so flec-spec wasmdd. For ISP, flec-spec was adopted, so you could
only work with small-scale industry.

Inevitably, ISP and MEC were entirely incompatible ISP prevailed in discursive circles
merely by weight of numbers, resources and cormextin retrospect, it has had little or no impact
upon policy and, at most, survives on the marginstmotably in the group around Mike Morris,
whereas others including Kaplinsky have moved ossibly as if they never subscribed to the
approacH® At most ISP served the role of creating a smolestaround debating and formulating
industrial policy. In this respect, it conformedtteo holy cows in the economic historiography of
South Africa that the MEC approach had been detexdhio slaughter, not least in securing
foundations for future policy and the challengest thposed. First is the belief that South Afra’



industrialisation had been based on a (failed) mapabstituting industrialisation around consumer
goods. On the contrary, this was to focus attentiothe wrong goods and the wrong policies. For
South Africa’s industrialisation had been the coumsce of development, if within limits, around the
core MEC sectors. Accordingly, it remains the gapMeen this core and the consumer goods
industries that needs to be filled by active inggtion.

Second, then, South Africa’s industrial policy lmdnarily been seen in terms of protection
of consumer goods. But equally if not more impadrtzas been the support given to the MEC through
the formation and promotion of state corporatiamshsas ESKOM, ISCOR and SASOL, and the
coordinated expansion of private and state cagitaind the MEC and MEC-related sectors. In this
light, industrial policy for the post-apartheid econy looks very different from the intra-sectoral
fiddling attached to the ISP and its failure to @egrips with the core structures, processes and
dynamics of the MEC, let alone the entrenched ecdnand political interests to which they are
attached.

4 Post-Apartheid Economy

Elsewhere | have argued that the post-aparth@idaay has continued to be dominated by
the MEC but with new features coming to the foiegeK2008a). From an early stage, it was
emphasised that the South African conglomerateshbed frustrated in their attempts to globalisérthe
operations by exchange controls from 1985 and &stiyma attached to apartheid, Fine (1997c), and
Rustomjee (1991) had studied illegal capital flighfore working with me on the MEC. But
globalisation has also increasingly meant finamsadion of corporate governance. The two together
have exercised a profound effect on the South Afrieconomy and, equally, on macroeconomic
policy as the imperative of corporate shifting apital overseas on favourable terms has underpinned
the adoption of policies more or less indistingatsle from IMF orthodoxy. Incredibly, the South
African economy now has a financial sector thggressumed to account for one fifth of its GDP. But
how is it possible that so much by way of finansiatvices should be required to move the real
economy (and South Africa has a trade deficitmaficial services and so cannot use the UK excuse of
earning foreign exchange by providing services aty® The answer is that it cannot. Rather than
finance servicing the real economy, it is the othay around. One quarter of the real economy isrtak
to support financial services which are then adutetb the level of real output to make up GDP, see
below?! Whilst there is much evidence to support this vigwoes require further theoretical and
empirical investigation of some sophisticatf@mnalytically, there is the need to close the gap
between how macroeconomic policy is conceived,gmesl and implemented and how it responds to
and promotes the process of capital export andugiteem alongside the continuing functioning of
other aspects of the economy.

This offers a very different starting point thae thrthodoxy, not least the idea that the
stability of the economy, however targeted, is gemaded off — and possibly too strongly - against
growth or other economic objectives such as expansi expenditure on health, education and
welfare. Such is the view of Stephen Gelb, withddsount organised around the notion of a generally
unachievable trilemma of exchange rate stabilitgependent monetary policy, and inflation targeting
Gelb (2005) for example. But this trilemma approechased on a false analytical framework from
within orthodox macroeconomics — one that sepathteshort run from the long run, is organised
around equilibrium, and which treats monetary poir@ependently of its insertion within a financial
system (as opposed to a limited set of marketadeets). This means that the decisive issue goxerni
macroeconomic performance and policy for Southcafeven within this narrow perspective, the
pressure for capital control liberalisation for destic conglomerate globalisation and financialeati
is more or less overlooked. The dilemma faced bigpavas how to allow capital export as far as
possible without bringing down the value of the Rand, thereby, undermining the worth of capital
export itself. This was complicated by the inflofwolatile short-term finance to fund the long-term
outflow, something always placing the economy andtige of financial crisis, thereby justifying neo-
liberal macroeconomic management. Meanwhile, lewkisvestment within the domestic economy
have remained limited, not primarily because oflffk of attraction to inward investment but be@aus
of the external orientation of domestic conglomesaind their failure to invest in the domestic
economy at required level3.

Yet, no one in the orthodoxy seems to be able pta@xthis lack of investment without
descending into appeal to ad hoc factors that larerbout of proportion. Thus, in a major reportrfro



the World Bank, Clarke et al (2007, p. 14) concltiu# the “investment climate is mostly favourable
power is cheap and relatively reliable, the burdieregulation is not excessive, corruption is ldhe
ports function relatively well, access to finanaes not seem to be a major problem for most
enterprises, and most people trust the court systm in order to explain why private investmeash
been so modest in South Africa, other reasons twalve put forward such as exchange rate instapility
cost of skilled labour, labour regulation, and aafstrime, and even that their study is too eanlgt a
insufficient time has passed for the favourablédiecto have worked through. Significantly, these
factors are only hypothesised after the others failedd (and should have been incorporated into the
original analysis rather than used to excuse ilisi@s). Capital flight by financialised domestic
corporations is, though, notable for its absenaadb@2006, p. 4) himself even argues that it is the
shadowy presence of alliance opposition to GEARpile its absence in formulation, that led to its
failure in implementation, discouraging in-flow cdpital as GEAR was not perceived to be credible
enough?* No doubt, this also all weighed heavily on TreManuel’s mind as he reduced capital
controls on domestic conglomerates and grantedigsion for them to list overse&s.

There is, of course, some evidence to supporiritéspretation of financialisation-
globalisation overhang, although not as much a®tsleould be because such matters have scarcely
been investigated on these or other terms. Buigatige of the high level of pressure for disinvasht
and how it has increased, Mohamed and Finnoff (2p02) estimate that illegahpital flight from
South Africa rose as a percentage of GDP from Hé8tveen 1980 to 1993 to 9.2% from 1994 to
2000. From the South African Reserve Bank, Wes80XPreckons from 1991 to 2000 that there was
an overall net, foreign direct investment, FDI, it@poutflow at R386m per quarter. This is not keok
down into inflows and outflows and the impact opital controls is set aside on the grounds thakthe
is no reliable index for capital mobility so thaete is no way to account for the impact of capital
controls, p. 64. This is a bizarre neglect of resgilality — not to investigate the importance of
something because it is difficult to index, esplgia light of his own asserted judgement that
volatility in net direct investment had been “magidiue to South African firms receiving exchange
control approval to invest offshore”, p. 68 (sesgb. 75).

Chabane et al (2006) report on a different aspedistmvestment by domestic conglomerates,
providing evidence in support of the position a@alphere. For, “Rather than London listings enabling
conglomerates to raise capital to fund investman8outh Africa, there has been a much more sgikin
pattern of outward acquisition and investments taltstock of outward FDI has grown from
$8.7billion in 1995 to $28.8billion in 2004”", p. 85Permission for listings, as pronounced by Trevor
Manuel in his 2000 budget speech, has been depeuapen: foreign expansion being integral to the
company, that it should be an international conedth high share of revenue outside of South Africa
that there should be monetary and balance of patghemefits, and an advantage (to whom?) in
raising capital. It is not even clear whether alskome of these criteria need apply and, implentienta
in practice is discretionary, and secret in apgiiceand response by the Minister. There is refegdn
advantage and benefit to the company and to tlbalof payments, although the connection
between these and the broader contribution todbaamy, and the disadvantaged within it, are défus
to say the least!

Significantly, Chabane et al (2006) also reporeakpof unbundling deals by domestic
conglomerates in 1999, accounting for R80b, p. 3Bis also coincided with a spate of mergers and
acquisitions between South African and off-shonmpganies. It is surely not accidental that this
followed the raising in the previous year of invesht abroad limits to R50m per company outside
SADC and R250m per company within SADC. Furthesirgj of the limits and easing of controls have
followed in subsequent years. But it does not takerporate genius to work out that you get mote ou
of the country if you break up a conglomerate sgparate companies and benefit from multiple
allowances®®

More generally, the EIU (2007, p. 54) reports fouth African financial services that, “The
sector is one of the largest and most deregulaittdnwhe emerging markets, with sophisticated
banking, bond and insurance markets accountingrfmend 20% of GDP and 1.3 million jobs in total
..." But does it do its job. It would appear not. Fputting it unduly extremely, apart from takingeon
quarter of what is produced by the rest of the enoy financial services are, from a variety of
perspectives, entirely unproductive. They produsthing at all other than acts of exchange between
willing parties and, increasingly, acts of exchatitg only involve, at most, paper products. Yetam



economy and society in desperate need of transfammadhey have grown at almost twice the rate of
GDP over the last decade or so but offer no sesviaectly at all to 40% of the population.

In a sense, then, the highly financialised SoutticAh economy absorbs a quarter of what is
produced and, to add insult to injury, leaves fssluced as a consequence, as well as dictating muc
of macroeconomic policy. To sustain the Rand, f@meple, reserves were depleted from $4.3b at the
end 1995 to $2.2b by the end of 1996. Much the szgnarred again in 1998, with the use of $1.2b to
protect the Rand. This all sheds light on the traial defence given for South African
macroeconomic policy. Trevor Manuel offered thédwaing rationale before the inquiry into the
collapse of Rand in December 2001, instigated loyisations that the collapse had been engineered by
speculators to make money, and cited in Steyn (200426), emphasis added:

Some commentators have called for a “big bang” @ggr to exchange control relaxation. At
the same time, however, most of the same commestia&vye recognised the complexities
and pitfalls inherent in capital account liberdiisa. Mindful of these complexities,
government’s stated commitment has always been afehunequivocal — we are committed
to a gradual process of exchange control libetédisahat takes into account critical
sequencingonsiderations. A sustainable development pathiresjthat certain conditiorize

in place before proceeding to full capital accorortvertibility.

This is extremely revealing for depending upon appe sequencing and preconditions before capital
controls can be lifted. This is now accepted as@miate, even by neo-liberal commentators after
what has been the extent of financial instabiligated across the world economy by what is now
perceived to have been too rapid a lifting of exxgjgaand especially capital controls without
preconditions in place. But, within Central Bankippand the academic literature, these issues are
primarily concerned with regulation, control andrtsparency of short-teroapital movements. This is
not what has been the South African problem butdhg-term overhang of disinvestment attached to
domestic conglomerates. Indeed, South Africa weuide itself on its degree of conformity to
international financial standards, especially thoseessary for allowing regulation of short-term
capital movements.

In short, the problem is not one of preconditiond aequencing other than in handling the
overhang of disinvestment by South African domesticglomerates. As Steyn comments, “The
debate about a ‘big bang’ rears its head everyamhthen. But Manuel prudently chose a gradualist
approach, and reforms were timed to coincide withiqals when the economy appeared able to
withstand the change”. But what was the changeviaatnecessary to withstand could not be clearer:

There can be no doubt that the easing of exchamueots contributed to the rand’s slide
during the period that Manuel has been financesteni After years of isolation, the pent-up
demand for foreign investment by institutional isters and companies was huge. The extent
of this demand is illustrated by the fact thatpirthe introduction of the asset-swap
mechanism in 1995 till its abolition in early 2002stitutional investors invested R100 billion
abroad.

If, as is to be believed overall from the book inigh Steyn contributes, Trevor Manuel is to be paig
as a success in his macroeconomic policy, thatessaesides in managing the outflow of capital by
the domestic conglomerates and, it should be agiedenting it as something else in terms of
macroeconomic objectives.

Ten years ago, | did raise these issues sharpérims of the role to be played by the South
African financial system, Fine (1997%)At that time, with the emergence of the post Wagtun
Consensus, with Stiglitz to the fore, the ideaitfecent types of financial system had been acakpie
(non-neo-liberal) orthodoxy, especially with tweal types — Anglo-Saxon and Japanese-German.
Whilst the first putatively involved short-term éincing through markets without commitment, the
second was based on long-term investment with narkenh coordination between banks and industry
and presumed to overcome informational asymmedinelsshort-termism. Irrespective of the empirical
veracity of such ideal types in practice, | argtheat this overlooked the external power relationd a
dynamic governing both industrial and financialipgl South Africa, in particular, offered a strilgin
example of both Anglo-Saxon-type banking and comgiate ownership across banking and industry,
with no apparent inner problems of coordinatiortsihoth sides were owned by the same



conglomerates. Consequently, the main issue fothSafiica was, and remains, how to transform the
financial system into one that provides financeifisestment for both economic and social
restructuring and development. If anything, | uedéimated the importance of financialisation atisuc
seeing it as merely a means for globalising conglate’s real activities rather than, increasingly/a
defining aspect of the current stage of capitalisme (2007a).

Yet, over the past few years, there has also behiftan the (macroeconomic) policy rhetoric
away from GEAR, with explicit commitment towards mactate intervention, especially in public
investment. Worthy of more investigation is my daigm that this represents a judgement that
handling the overhang of globalisation and finalisagion has been accomplished, and there is now to
be a renewal of the state-led strategy charadteabthe 1970s, marked by the expansion of coctk an
directly related MEC sectofé At a more general level, this may also reflect@osnd phase in the neo-
liberal project that has financialisation as itémiag moment, Fine (2008c and €). An earlier phase
a sort of shock therapy, simply released markee®as far as possible, with finance to the fomawvN
it requires the state not only to temper the wexsesses that have resulted (keeping the lightbutn)
also to intervene more extensively to support caitig financialisation as such (financial rescues a
enormous cost) and, in the case of South Africa@® generally, its dependence upon the surplus
produced elsewhere in the economy from which incaescape.

This is not to say that the MEC as a collaboralietween state and private capital remained
inactive during the GEAR period. Indeed, the statged Industrial Development Corporation, IDC,
was the major domestic manufacturing investor énghriod, often creating jobs at a capital cost of
between R5m and R8m in capital per worker, hardhdeicive to employment creation, Roberts
(2004) for a wide-ranging discussion. But that #hipansion of the economy, even around MEC
sectors, should take second place relative to comgjlate globalisation and financialisation is
strikingly illustrated by the electricity crisisgain subject to further research and as much as
confidentiality, or secrecy, will allow. Ten yeago, as | was withdrawing from work on South Affica
electricity supply was so much in excess supply ploaver stations under construction were being
mothballed. There was the prospect of export ofgravet only throughout Africa but also into
Europe. Reports of capacity shortage and outagas igmewal of work on South Africa were initially
received on my part with disbelief. But there’sdenying when the lights go out or, of greater
pertinence, when the mines stop working.

How did this come about? | am not convinced aduplanation is yet available and would
involve close interrogation of individuals involv@ddecision making (not least through an open
public enquiry). Within Africa and elsewhere in ttheveloping world, in electricity and for other sdc
and economic infrastructure, privatisation hasdwivered, after an initial burst of enthusiasng th
necessary levels of investment. And nor has whablean delivered been entirely satisfactory in
outcome, Bayliss and Fine (eds) (2008). Unfortugatee emergence of South Africa’s need for new
capacity coincided with the late realisation ande@tance that privatisation was not going to delive
For the last four or five years, the World Bank hasepted this and has fallen back upon a strategy
promoting state-led private participation. If thiévpte sector won’t do it by itself, the state mogtke
conditions and resources more conducive for itiigjpation. Significantly, the recent report on
ESKOM from the World Bank, Kessides et al (2008sibally concludes that it had performed well
but that it still makes sense to promote public-ge initiatives where possible, something that has
become a matter of dogma where previously the Bankht to depend upon privatisation alone.

Even so, over the past fifteen years, there haga hay number of plans for restructuring
electricity supply. I recall in the early 1990smpinvited to a one-to-one breakfast with Alan Mang
then Chief Executive at ESKOM, at the Savoy Hdtehdon. | am not sure whether either of us knew
what the other was doing there, although he preblynead more of an idea than | did. | formed the
impression, though, that, as a fishing exercishismart in terms of ANC intentions, he had lesarof
agenda of his own to pursue than a desire to sgedsthe institutional framework within which tan
the busines$’ It should be recalled that this was a time wheprammber of schemes were being
proposed for the new democratic constitution, idirig a Swiss canton for the Afrikaners, and the
same applied to the economy with scenario syndrpmelsiding any number of schemes for the
whether and the how of privatising electricityelfscomplex across arrangements for generation,
distribution and marketing quite apart from theugssf electricity supply to thoee previously
unconnected’



Such uncertainty has remained to the present dgart contingent upon hope and
uncertainty about how and how much the privateasegbuld participate. This goes a long way
towards explaining the failure to make the necegsisaestment in increasing capacity. For the declin
in the reserve margin has slowly but steadily esdlaver the past decade and recognisably revealed
itself in acute form. And yet there has been nacip added to generation between 2002 and 2b06.
To some extent, this represents a failure of coattéhn across government departments with this, and
corresponding powers, residing predominantly withia Ministry of Finance and the Presidency, at
the expense of other Ministries. Otherwise, surblgse of Mineral and Energy Affairs, Trade and
Industry and Public Enterprises would have colletyi prevailed in expanding provision?

But of crucial importance, and generally overlogkisdhe role played by the domestic
conglomerates that have had much to lose themsiglthe wake of the power cuts. Why did they not
press for expansion of capacity on a timelier Rabistorically, of course, the conglomerates have
benefited from, even taken for granted, state giowiof by far the cheapest electricity in the \orl
(together with profitable contracts for providingat to power stations). Over the past decade, @and f
much longer? their individual if not necessarily their colleatiinterests have been served by
globalisation and financialisation of their assatsj certainly not tying them up in ESKOM, privatis
or otherwise. And the scale of investment requisestaggering, over R300 billion over the firstefiv
year period alone or of the order of 17% of GBR crude, crowding-out terms, it was a matter of
government committing this investment itself ooaling the conglomerates the equivalent to export as
capital oversees. Both sides seem to have madsathe choice at their mutual expense in terms of
electricity supply. Significantly, this need noteabeen the case by reference to different relation
between the state and capital. With “negotiationgrahe new minerals bill, Black Economic
Empowerment essentially appropriated 25% of theonat mineral resources at the expense of the
conglomerates and worth R55 billion, Hamman e2&0g)>* So, in this arena at least, the state was
prepared to act to redistribute wealth but withegfard to its creation through deploying such reeen
for providing electricity generating capacity.

But there are much broader implications even tham For, as far as industrial policy is
concerned, it points to the absence of coherendelat@rmination in policy in South Africa in a rath
different way, the definition or understanding dustrial policy itself let alone how and whethenas
been implemented. There has been an extraordiargwing of understanding of what is meant by
industrial policy and the capacity to implemenSitriking is the claim of Morris et al (2004, p.6)0
that, “The industrial policy designed by the IndistStrategy Project ... and adopted by the new
democratic South African reginveas founded on a view that ‘competitive advantagst also be
derived from intra and inter firm cooperation™, phasis added. It is a moot point whether ISP offere
very much by way of policy, whether it was adoptaag whether it engaged at all with the major
policies being adopted and influencing the progoéssdustry. Appropriately, Dave Kaplan (2007, p.
91), a leading member of ISP and for a time Chdribmist at the Department of Trade and Industry,
concludes that, “First, industrial policy should,na the current context be too ambitious. Second,
given limited governmental capacities, a more pr@nt role should be accorded to the business
sector”. As indicated, he bases these conclusinrieelimited institutional capacity to deliver pyl.

This raises questions over why, if this is the camdustrial policy has not been more extensivel (an
failed), why existing capacity has been distribuasdt has (to macroeconomic management and to the
financial sector for capital export, and, of coytseBEE), and why it has not be distributed elsereh

and what is being done to raise institutional cépaEine (2008a).

In this light, consider trade policy, for examgiethe past, this was very much a matter of
protection on demand to small-scale Afrikaner pd secure survival. With minor exceptions, this
has been cast aside in the post-apartheid peritidfawiff reduction exceeding WTO membership
requirements, MEC core sectors the main benefesaend black labour-intensive employment the
main casualty, Fine (1997%)This paper also forcibly argued within the consiré orthodoxy itself
that industrial as trade policy is fundamentalgwfed in relying upon notions of effective rates of
protection — as, outside a two-good world, sucbt@n cannot be properly defined theoretically,
cannot be properly measured empirically evenabiild be defined, and even if it could be definad a
measured, effective rate of protection reductiomoisnecessarily beneficial. The broader concluson
that trade cannot be considered legitimately itatsmn from other elements of industrial policy. As
you have to have a trade policy (even if neo-liheiafollows that you have to take a stance, hesve
wittingly, on other areas of policy with which fiteracts.



By contrast, for Kaplan, a virtue is made out olaarow definition of industrial policy, and a
narrow definition is made into a necessity. Forddition, Kaplan praises the Western Cape
microeconomic development strategy as a modeltigtit be followed by central government. But it
is worth noting what view is taken by those thewsglwho have responsibility for implementing that
model in light of the power crisis, citing McDong2008, Chapter 1):

A survey of business attitudes in Cape Town unéertan late 2006 by the Western Cape
Investment and Trade Promotion Agency (Wesgro) tsuteed these corporate concerns.
Some 71 per cent of firms interviewed cited “eletty reliability” as the second largest
“constraint” on business growth in the city (afteime), noting that unreliable electricity
supply had a “serious debilitating impact on thisiness”.

From this can be drawn four implications. Firstsihecessary to slaughter the two holy cows in the
economic historiography of South Africa — that\{feed) industrialisation took place through proteatio
of consumer goods, and that industrial policy weseatially a matter of tariff protection. Secorbr,
the notion of industrial policy should be much muiidely stretched to incorporate whatever is
necessary to guarantee industrial success includsimdicated here, the question of national andll
power supply. Of course, this is not a matter afhing in everything that you can think of but of
incorporating those issues that are of significancguccess for specific interventions. Third, as
already suggested and more specifically, this ithaeea matter of leaving power supply to the pieva
sector nor of the absence of the institutional cap®f government to deliver. Rather, governmead h
failed to intervene out of deference to the privagtetor. Fourth, and possibly most important, flis
suggests that it is not possible to have an effedtidustrial policy unless it is extensive. For ap

little policy, even with limited capacity, can aahly be worse than an imperfectly implemented polic
with ambition. Even if the conglomerates know kesd have the best capacity, they do not necessarily
do best — just as we would not, presumably, le@ferate policy to the arms manufacturers on the
grounds that they know best what are weapon capabiand how to use thethThose with superior
resources may have unacceptable motives and pilmsoredysfunctionally for the rest of the
population and even for themselves — although SAfriba’s conglomerates are probably not ruing
their failure to take on electricity supply on theivn account.

Diversity of outcomes — for electricity supply, thre one hand, as opposed to BEE
enrichment, on the other, through mineral leasesses out of the tensions in the structures and
dynamics of the MEC and its location within the 8oAfrican economy today no less than in the past,
as with the formation of state corporations in1880s but with limited integration across the st
industry. It is necessary to see the present akishary of the post-apartheid economy in the mglkis
the MEC unfolds even if it does not unravel.

5 From History of “MEC” to History of MEC

It was always my ambition as an academic that tBEECMpproach should be extended to
incorporate other areas of study than the immediaterecent functioning of the South African
economy and the policy implications that flowednfr¢his. Inevitably, in rooting the MEC in its past
and gaining a hold over its character and dynathehistory of the MEC was engaged, both within
Fine and Rustomjee (1997) and also on other oatssimost notably in Fine (1992a and 1994b) and
Fine and Rustomjee (1992 and 1995). But, as walsthughter of the holy cows of industrialisation
and industrial policy, there is considerable reestigation and re-interpretation of the past thigiin
be engaged. This should go back to the emergenminaig, and draw readily on existing scholarship
that has much more easily and fully identified ititersection of race, class and economic and paliti
interests.

This might also go some way towards redressindpéti@nce in existing MEC work in its
undue pre-occupation with what capital (and thee}t@id as opposed to the actions of labour, trade
unions and other organisations of resistance aadgeh Work had begun on South African labour
markets, not least in view of attachment to thedualiMarket Commission. But most of this remained
unpublished” My own approach grew out of a critique of segmerédour market theory. The latter
has an interesting history. It arose out of theidedual labour markets, itself associated wittual
industrial structure of highly paid, careered, maoised, capital-intensive stable employment as
opposed to flexible low-paid, unstable jobs in epetitive sector® Inevitably dual led to multiple
labour markets in deference to empirical realitéas] explanation for these structures was offamed i



terms of broad socio-economic determinants botim fitee nature of jobs supplied (industrial or
employer characteristics) and who got to fill thGemployee characteristics).

Until the mid-1980s, the idea of segmented laboarkets was entirely rejected by
mainstream economics in deference to theoretichkampirical models based on human capital
(although these always left an unexplained residyahajor socio-economic characteristics such as
gender and race). Significantly, with the emergesfadlie market imperfections approach to
economics, segmented labour market theory was pppted by the mainstream, and is interpreted in
terms of endogenously created labour market strestn which initial differences in worker
characteristics could be exaggerated into mucletatifferences in outcomes. Despite this,
mainstream empirical work on labour markets hagicoed to take human capital as its starting point
as a means to measure levels of market imperfeciiothe rewards accruing to workers. In this vein,
in an early contribution in the post-apartheid périHofmeyr (1994) argued that labour market
outcomes had already become less discriminatoryraeé integrated (i.e. not segmented) because
wage differentials had declined once correcting'fimn-racial” attributes such as levels of eduaatio
or regional locatior?

This is interesting empirically but absurd analgtig, Fine (1998b, p. 110§ since it takes
major labour market determinants such as locatwhealucation as if they are not part and parcel of
systemic racialisation and segmentation of laboarkets. We know, for example, that the major
source of differences in pay between men and wdmdne to occupational segregation. When men
and women do the same job, they tend much more fmalul the same. So, if we correct for occupation
in looking at pay differentials, they will be drastlly reduced. And much the same applies to soyman
factors in which men are more favourably placedh tivramen, and it is this that has to be explained in
and of itself and in relation to the functioninglalbour markets.

My own approach has been different from both ma#ash and radical versions of segmented
labour market theory, and is much more carefulndarstanding the nature of labour market
segmentation and of segments themselvEsr each of the other approaches, if slightlyatihtly,
suggests that socio-economic factors are throwethey and generate labour market structures with
corresponding outcomes in terms of workforce, wagesconditions. By contrast, although such
factors are both present and of huge importaneg,ahe complemented by and channelled through the
internalworkings and generation of labour market strucuidese might be sectorally specific
(“vertically” determined as, for example, in migtdabour to the mines), “horizontally” determined
(fluidity across sectors as for those with genskidls or professions), or some combination oftihe.

In short, it is a matter of recognising not onlgttlabour markets are segmented from one anottir, w
correspondingly different outcomes, but that thisp are internally structured and function diffethgn
from one another. In other words, labour marketrsmgs are only formed concretely out of the
organisation, structures and practices attachéactess to) work itself and cannot be entirely refd
from broader determinants. | suspect the simpledtraost obvious way of recognising this is by
reference to the South African mining labour foaseopposed to its domestic servants for example.

To a welcome extent, the differentiation of the tBoAfrican labour markets (not market) is
being recognised (as is inevitably so for caseissudf particular labour markets where specific
internally generated conditions are acknowledgkdy.essential, for example, to reject the idea of
simple dichotomy between formal and informal empleyt, since each category is itself highly
differentiated in wages, conditions and mode otfioming. Further, the intensive effort on idenitify
the poor in South Africa, in which (un)employmesiti key element, has also revealed corresponding
differentiation of working conditions and categari# labour. But to explain these, identificatidn o
the internal workings of particular labour markistemperative.

Consider, for example, the study of Heintz and P@a08). By simple scrutiny of the
empirical evidence, they do acknowledge differdigrawithin the informal sectors, not sector. But
they do so in order to emphasise the lack of migtalcross the informal sectors, and take this
(alongside overall levels of demand) as the detsantiof low levels of informal activity and higher
levels of unemployment relative to other countrigise problem here is that (im)mobility between
sectors is being asked to do too much analyticdlcaisal work? It has to stand for race, gender,
sector and all of the other internal and exteraeldrs that shape labour markets (and the extent of
mobility itself). In effect, we are implicitly begnasked to suppose what would be the effect of
abolishing all occupational segregation within &etween (informal) labour markets. This might offer



a nice measure of labour market discrimination ¢meas to jobs or otherwise but it does not allow us
to understand how labour markets are structuredraacact with one anothéf.

A more promising approach is to be found, in ppieiin industrial sociology and,
especially, labour process theory and an explamébiolabour market segmentation built upon, but no
reduced to, the division of labour within enterpsasnd the corresponding hierarchies that are fbrme
out of technical change and command of productiaia work. Unfortunately, the pioneer of this
approach in South Africa, Eddie Webster, has irginggly moved away from examining (the
organisation of) work as such (itself a generaldracross the literature with decline in labourcess
theory, and the associated industrial relationssaiblogy being redefined as human resource
management) and has sought to impose a relativetieexternal typology of work types on South
African labour markets, see Webster and van Halds) (2005) for example, although this may be
motivated by a wish to impose a calculus of ecomanterests upon heterogeneous sections of the
workforce in terms of their wage and employmenspexts under different types of polity.

What is the significance of the MEC for all of thiBirst and foremost, the MEC is a major
employer of labour and, consequently, is both acaf labour market segmentation and labour
market segments, not least as its own more gedgnalmic both draws upon and contributes to
economic and social reproduction. In this respbetie is a correspondence with the potential fer th
location of the MEC in the historiography of Souéthiica, since its formation and transformation of
(racist) labour markets have been so peculiar. i8eas already indicated, even if not servingfitsel
in its related sectors as the direct employer lobla, the MEC has a more or less indirect influence
upon segmentation elsewhere in the economy, ngtinfillencing levels of employment and
unemployment but also the more general conditinnghich they operate (and much the same is true
of state employment in setting standards in ratatiiowhich the private sectors function). Thircgrih
even where the MEC would appear to have no direpact upon employment as in some if not across
all of the informal sectors, it does, nonethelbsse a profound influence both by virtue of itsgenece
in the economy as a general force and by vacatihgdnstraining the space for alternatives. Thetmos
obvious example of this sort of thing, pervasiveoas the world if with peculiar characteristicshirit
South Africa as elsewhere, is the retail systemisndependence upon both formal and informal types
of retailing, Valodia et al (2007).

| am acutely conscious that the preceding accauriabour markets has implicitly drawn
upon a tripartheid structure of MEC core, MEC rethtand MEC detached. The boundaries between
these in practice are inevitably fuzzy, not leaghie wake of financialisation and conglomeratien a
there are multiple criteria involved ranging ovemership and productive and other linkages. In
addition, the nature of the connections in socioremic terms are heterogeneous. As a result, the
classification is admittedly rough and ready anthast serves as the basis for further investigation
both within and between the categories themsetvesder to specify their exact nature.

Three examples are illustrative. For MERG, for eglenZavareh Rustomjee identified what
we dubbed a manufacturing-agricultural complex, MAGis is highly differentiated across products
and producers but the relations between manufactamd agriculture have, not surprisingly, often
been found to be mediated by the conglomeratesla8iyn for MERG, if in a different way, the rolef o
MEC-finance had profound implications for provisiohsocial and economic infrastructure, most
obviously for electrification, insidiously so fdne privatisation of health provision through inswra
companies, and in the priority given to financepposed to simply building in provision of housing.
Further, as argued in an early paper, the nat&ysiem of innovation, or technological performaate
the South African economy, has been profoundluerced by the MEC, Fine (1993a). Essentially,
these examples demonstrate the need to recogrtfséheocapitalist nature of the South African
economy, its specific features and their more gdrdirect and indirect influence on economic and
social life even where capital itself is not ditgéhvolved.

Concluding Remarks

It should be apparent how earlier concerns cotdwbim work on political economy in general, in
policy for the GLC and the British miners, and ba British economy, have had an influence on my
understanding of the South African economy andawa économic and social policy needs to be
understood and formulated. On the other hand, eitii& contributions of many others, neither an
analytical scheme nor comparative experience hasibgposed on South Africa in an as if way, from



racist Fordism through flexible specialisationhie icademic arena and from the unmistakeably heali
GEAR to the rhetoric of developmental state in gorent practice and rhetoric, respectivBIiRather,
analysis has proceeded from the economic and sealéles of South Africa itself, as captured bg t
notion of the MEC both as an appropriation of thesdities and an investigative tool. This involees
understanding pitched at different levels of anglyanging from consideration of individual sestdor
example, to the shifting configurations and dynanaiteconomic and political power. Whilst | beligtat
the case for continuing to understand the Soutit@dreconomy in terms of the MEC remains
incontrovertible, | am sufficiently sensitive teethealities of the South African situation to retisg that
this view remains little known let alone acceptddwever, | can still press, whether through an
understanding based on the MEC or not, that thentsgues of political and economic power be
addressed in understanding what is going on ameiiating policy responses. Currently, the South
African conglomerates may not make policy but tleyheavily influence its scope and impact. Any
chances for success depend upon their commitnaohtary, coerced and/or transformed, to social and
economic restructuring at home.

Such advice to putative policymakers has its epatt in academic endeavour. The democratic
transition in South Africa seems to have been dssotwith an equally remarkable shift in the cidgion
of scholarship, especially where political econaswgoncerned. Whilst the apartheid era was marked b
oppositional scholarship of the highest quality aridinality, not least in debating the relatiomshietween
capitalism and racism in the South African contthe,associated methodologies and critical stances
involved seem subsequently to have been lost. Nbtdthere are a number of reasons for this: dtioi@
the ANC, the loss of academics to government pthssshift in the broader intellectual environmeimg,
imperatives of policymaking as opposed to oppasiigpolemics, the enhanced capacity for South Afric
to be included as another case study for continningew orthodoxies, and so on. In other word$,gas
there have been powerful economic, political amelolgical factors underlying the dynamic of South
African industrial policy, and economic policy magenerally, so there have been heavy influenceaadeh
what might be termed the neutralisation of theiticathl radical perspectives attached to academic
research on the South African economy. If | haveagad to restore some of these, not least in t@fms
the heavily negative influence exerted by the WB&ahk from without and by government from within, |
consider that | can congratulate myself on a jdbdme. To finish off, it is also necessary toquede of
the need to renew the commitment to an analyssoath African capitalism that is based on both
continuities as well as shifts in the structured dynamics of economic and political power in whicé
MEC continues to play a decisive role.

Footnotes

! Initial draft for discussion and only to be citesi such. Thanks to Vishnu Padayachee for comments
on a first draft. This is the last of three papersten more or less simultaneously over the paspte

of months. Inevitably, there is some overlap big relatively limited other than as indicated. é-in
(2008a and b) focus more on the current charaéttvedVEC and the putative character of South
Africa as a developmental state, respectively, Withlatter also addressed in Fine (2007b). Togethe
these papers represent a renewal of work on Solutefafter a ten year break and, in so short @ tim
after so long an absence, inevitably fail to ddjfistice to material developments as well as the
available literature. Apologies both to the reaatad to those whose contributions have been
overlooked and even misrepresented.

2 The following does offer heavy critique of othétmat hopefully will cause neither offence,
disappointment nor surprise. Those mentioned haea hood friends and without whom much of
what | have accomplished would have been impossiiiie option is surely open for them to respond
in terms of their own continuing contributions arajectories.

% Note that this working paper was one of eleven liad been delayed in issue waiting upon my move
from Birkbeck to SOAS. Six of these concerned wamkhe MEC, all but this one subsequently
published in one form or another, the other fivaggrning detailed empirical research on UK
acquisition of consumer durables!

* This section offers an expanded and revised a¢divsngiven in an unpublished paper for a
conference in Perth, Australia in 1999. Later arsiof that paper excluded this account, Fine (1999
but added a critique of Webster and Adler (1999 wtesented at the Perth Conference. The Perth
paper itself was presented in first form at TIPBeR1998b).

> My co-editor was Teresa Hayter.

® The others were general strategic planning, pajicéthnic minorities, and women. Greater London
government was subsequently reinstated in 200€héBlair government, with transport as its major



function and with Ken Livingstone returning in tmiph and continuing as Mayor until his defeat by
Boris Johnson in May, 2008.

" Affectionately dubbed GLCSE since many of theseesvdzawn from the CSE, the UK Conference of
Socialist Economists.

® The_London Financial Strategyas redlined as far as my participation was carerken

Livingstone has been notably favourable to the @#w global financial centre and, as such, as an
asset to the London economy.

° Sabel and Zeitlin (1985), for example, for thepaihing notion that mass production was, in asens
a big historical accident, against which the betbaad idealised flec-spec is the delayed triumpéanof
alternative industrial logic.

1 The true story of social criteria sacrificed torooercial imperatives and the wasted investments in,
to put it kindly, undeserving firms has never b&sd. Loyalty to the GLC, especially under the Htre

of abolition, and simple lack of facts made avd#éahas muted criticism. For the price of a drinkm
happy to redress the balance, and Vella Pillag, lasard member of the GLC’s Greater London
Enterprise Board, would have been able to tell ewere. For an “official” account, see MaclIntosh and
Wainwright (eds) (1987). For critique of flec-spadhe South African context, see Fine (1995b) but
also Fine (1998a, Chapter 4) for a more generatariassessment.

1% See Fine (1997d) and Fine (1997f) for considenatibSouth African privatisation and, most
recently, for Sub-Saharan Africa but of relevarmeSouth Africa, Bayliss and Fine (eds) (2008).

" Tackling these issues was brilliantly pioneeredhgylate Andrew Glyn (1984). In the event, victory
at the Tribunal proved Pyrrhic. The Coal Board sisisted on closure even against Tribunal
recommendation, interpreting the wording of thesagnent by the letter rather than the spirit, in the
sense of only having to take Tribunal conclusiaris account and not to be bound by them. The
employer also threatened punitive redundancy témmase the workforce undertook the option of
Tribunal reference. See Fine (1990) for a full actdor the issues covered in this paragraph. Note,
though, that this experience came in handy giverofiportunity in the Labour Market Commission,
see below, to question Chris Stals, then GoverfitihreoReserve Bank and just prior to the
announcement of GEAR. When asked the reason forlbigels of unemployment in South Africa, he
responded that the Bank’s model indicated thatweajes were too high. This led me to ask at what
level of real wages would the Bank’s model give tis full employment, to which there was no
answer, twtwna. Asked if there was a case for mgufihance to be subsidised to generate employment
and provide cheap homes, he responded that thisa wasroeconomic question but that he would have
to advise government of the negative macroeconanptications. Asked for his response to the idea
of a subsidy to keep gold mines open, he repliesvias a microeconomic question but that he would
have to advise government of the negative macrasnanimplications. It was pointed out that gold
contributed 40% of foreign exchange and this waslga macroeconomic question, twtwna. Stals
continued in post until 1999.

12 As further background, the Alternative Economic&gy (AES) had been put forward by the
Communist Party of Great Britain and the left af ttabour Party in the context of decline of indiastr
trade unions but rise of white collar unionism. $eadon CSE Group (1979) for which | was a co-
author as well as Fine et al (n.d.).

13 My first EROSA (1987a and b and 1988) papers aetectricity, coal and gold. Until the DEP
(Department of Economic Planning, later Policy) watablished within South Africa, EROSA appears
to have played a major research role in formulagiegnomic policy although, like MERG after it, the
primary goal was creation of indigenous researgtaciy. Note that the notion of mixed economy for
South Africa, now forgotten, emanated from EROSwtigh Laurence Harris. It seems to have been
designed to defend the role of the state in the@oy whilst appeasing laissez-famgtics. In

retrospect, it appears to have had the opposieteBmoothing the way for GEAR through the RDP.
4t is worth noting that apart from holding an MiBcEconomics through part-time study from
Birkbeck (where | had taught),Vella had long hekkaior post in the London office of the National
Bank of China with major responsibility for currgniooldings and dealings, and he continued after
retirement to be economic advisor to the Bank @@02. Whilst MERG was often dismissed as wildly
unrealistic, it should be acknowledged that itsthebably had more experience and training in the
necessary pragmatism than those who were so rediglitjissive.

15 My colleagues at SOAS, John Sender and John Weekaborated with Guy Standing to produce
the ILO (1996) background report for the Commission

1% There were minor exceptions in writing, primarigflecting an overhang from the past as opposed to
new activity, Fine (1997a, b and e, and 1999) and &nd Padayachee (2000 and 2001) after which a
gap until 2007. | also did not push some of thesgeps for publication but | can offer electronipies




of those interested for all unpublished papergidiiere other than those of EROSA which would have
to be found in hard copy and dusted off from ait sttmewhere.

Y For an account of its unusual origins in the woiPaul Sweezy, see Fine (1988, 1990 and 2008f).
18 Nonetheless, | did furnish on demand a policy pémen EROSA on the South African military-
industrial complex, inspired by the policy work conversion (from military to civilian production} a
the GLC and SAMIC’s attachment to the MEC, EROS892). See also Fine (1993a).

19 By way of comparison, social capital, on whictail worked and published extensively, googles
11million entries and, when Fine is added, thisioed to half a million.

20 Note that Dave Lewis has become more roundedsistance on the MEC, possibly reflecting his
co-directing the Labour Commission but especiallgoming up against the conglomerates as head of
the Competition Board. See Lewis et al (2004).

2 |n a study of Ghana, Boateng and Fine (2000)ai found that the World Bank claimed both that
productivity had been increased in agriculture lgdsling labour in response to its commercialising
policies and that the displaced labour had foungleypment in the informal sector. But there did not
seem to have been any increase in real outputsaother sectors. The conundrum was resolved by
noting that there had been a massive increaseeisss street selling, more people selling the same
amount of goods but putatively increasing the l@falommercial services. This is an ideal examjle o
the overexpansion of the commercial sector, intlieadf the role of the financial sector in some
respects, and also of relevance to the functioofrigbour markets, see below.

2 Ndikumana and Boyce (2008) examine the extensipital flight and external debt characteristic of
Sub-Saharan African economies, referring to thedieng door” effect whereby aid inflows sustain
private capital outflows. For South Africa, the obing door has drawn partly upon exporting the
domestically generated surplus and also partly upeard short-term capital movements that places
the external account in a state of immanent caisidiscussed.

% For some work on these issues, see Bond (2008)eiws (2005) and Mohamed and Finnoff (2004).
24 Note the contrast with Webster and Adler (1999%meHabour is perceived to have conformed to a
beneficial if constrained compromise with capitslopposed to frightening it off.

% The following dozen or so paragraphs draw moress directly from Fine (2008d).

% Note that Gelb (2005) in a footnote discusses sesfrictions in terms of allowances “per project”
as opposed to per company but | have no evidenttesofif he were right, companies would have an
incentive to unbundle projects into multiple coments in order to increase overall allowances
available. The bigger point, though, is eitherdéscretion (specification, enforcement and monitgri

of criteria) within whatever are the limits invotver SARB is essentially making industrial and othe
policy both undemocratically and with limited powdto ease capital controls or not upon application
27 Also the unpublished Fine (1997a) but see Aybarlaapavitsas (2001).

% This overhang of frustrated globalisation andfitialisation is very different from that associated
with Bob Brenner’s (1998) explanation for the wosldwdown, although there is evidence that South
Africa’s incumbent position in the domestic econodigcourages foreign direct investment. For
critique of Brenner, see Fine et al (1999) and Einal (2005) but note that explanation of the dorl
slowdown in terms of financialisation implies arecxaaccumulation of financial assets but an under-
accumulation of real capital — in contrast to ma€khe Marxist rhetoric of the day.

# There were fears, for example, of some sort ofagament buy-out as a means to privatise, wildly
unrealistic in terms of the investment levels reggi

%0 Note that in my contribution to MERG on electriftion, considerable emphasis was placed on the
positive contribution that could be made by ESKO&t#use of its institutional capacity to deliver but
that this should be also harnessed for diversifioanto electricity use by the newly connected.

3L Al figures here taken from UBS (2008).

32| have previously argued that privatisation urttierapartheid government would have to have been
coerced on South Africa’s conglomerates becausieedf unwillingness to commit resources to the
domestic economy, Fine (1997d).

% As reported in Business Day, 15 May 2008, in walka speech from Alec Erwin, “The government
and the state-owned enterprises plan to investtdd®8bn over the next three years. But the public
enterprises department estimates the cost of dayblectricity capacity over the next 16 years,
including nuclear power, at about R1,3 trillion.dab sourcing of supplies for this would limit the
programme’s negative effect on the balance of paysnend reduce its vulnerability to global market
conditions”.

% The initial demand was for BEE to appropriate S8Rnineral rights, but this was dropped not so
much at protest from conglomerates as from thepe# in the value of their mining company shares
and fear of biting the feeding hand.



% See also Deraniyagala and Fine (2001 and 20086).

% | do recall that, as discussant at the TIPS centar, Kaplan's fiercest objection to Fine (1998a3 o

my closing comment, especially as emphasised bytatrconglomerates might be coerced if not
cooperating, see Concluding Remarks to this paépenntrast, his own inclination is that, “a more
prominent role should be accorded to the busirexgsrs, presumably without coercion and with the
results already experienced post-apartheid andééfbe point is not so much our disagreements theer
need for voluntarism or coercion but that, at #ast, this should be acknowledged and debated thtre
passed over by default in the context of the iealif what the conglomerates have been doing.

3" But see Fine (1998a).

3 As | pointed out, the flec-spec school adopteirélar dualism but reversed the benefits of the two
types of industry. Piore is the connection betwientwo.

% See also Hofmeyr (1993).

0| drafted an extensive critique of Hofmeyr butéver got to be published, ultimately Fine (1994a)
which also incorporated criticism of the World B&n&pproach to South African labour markets
especially Fallon (1992).

*1 My interest was first prompted by the wish to ekplincreased female labour market participation in
advanced countries and its relationship to starsdaftlving, Fine (1992b). This has also inspired a
very different understanding of how real wagesdatermined in terms of norms of consumption that
do not derive entirely from labour markets themsslas a result of wage levels paid (this itself
representing an attempt to get to grips with thamireg of the value of labour power both in value
terms and in its “moral and historical element§ge Fine (1987 and 1998b) but also Fine (2007c and
2008b). It is significant that my understandindatfour markets should have been informed by
attention both to female labour market participatmd to its intersection with consumption on wHich
was also heavily engaged, Fine and Leopold (1988)Rne (2002) for example.

“2 To be fair, they do acknowledge, “Barriers to niibpimay exist not only between formal and
informal labour markets, but also into, and withinformal activities themselves”, p. 30, emphasis
added. Even so, it is not apparent that presentieanfiers” or not is the way to understand theiaoc
relations, structures and processes that are attaoHabour markets.

“*3In my own approach, | have deployed the concepliur’'s “access” to work to indicate a much
broader notion than degree of mobility between eyplents. This allows account to be taken of the
conditions governing employment within a segmenwel as those differentiating between segments.
*4 The contrast is most sharp, for example, with i@ 985). | am intrigued in anticipation of the
paper to be presented to the workshop, BezuideraraiWebster (2008), not least in light of
developments since Fine (1998c) was drafted.

“> Able to drawing, with minor amendment to update Fine (1998b).

¢ Elsewhere, | have given a more general accouthteo$hifts in scholarship, rhetoric and policy in
practice (and their degrees of realism) in the tegashift from Washington to post Washington
Consensus, Fine (2001), Fine et al (eds) (2001yanmb and Fine (eds) (2006). In an age of neo-
liberalism as financialisation, we are now enternghase in which the state is being required to
temper the effects of what has gone before anith @der, to allow the process to continue, Fine
(2008c and e).
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