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				Description


				‘We don’t care who says what. Nationalisation will become the policy of the ANC.’


				– Julius Malema, 19 February 2010


				‘The minister [Susan Shabangu] was pretty forthright in saying that there will be nationalisation over her dead body. Now you couldn’t ask for a clearer statement than that.’


				– Trevor Manuel, Minister in the Presidency, February 2012


				NATIONALISATION: SWEARWORD FOR SOME, CURE-ALL FOR OTHERS BOTH WITHIN AND OUTSIDE THE RULING PARTY


				TIM COHEN, a senior journalist with many years’ experience in both political and business reporting, traces the emergence of calls for nationalisation in South Africa. It is a subject which has generated the most fiercely argued and passionate economic debate of modern-day South African politics. This is particularly so since the call for nationalisation is so closely associated with the emergence of the controversial Julius Malema, although the policy also has strong support from within the trade union movement.


				A PIECE OF THE PIE offers a short, accessible overview of the political and economic debate surrounding nationalisation that emerged within the African National Congress after the 2009 general election. It traces the history of nationalisation and privatisation, both locally and internationally, and discusses the economic and political arguments that have made it such a topical and contentious issue in local politics. This book is an attempt to understand nationalisation more completely in order to enrich the ongoing debate.


				TIM COHEN is a long-serving South African journalist whose career spans the internal insurrection in the late 1980s, the transition to democracy and the subsequent ANC governments of Nelson Mandela, Thabo Mbeki and Jacob Zuma. He has worked mainly for Business Day as a political and corporate writer, and his posts have included Political Correspondent, London Correspondent and Finance Editor. He is currently a columnist and lead writer for Business Day.


			


		




		

			

				Quote


				‘I would read anything written by Tim Cohen. He’s sort of unstoppably interesting and argumentative. He can’t help himself. Tim’s a national treasure.’


				Peter Bruce, Editor, Business Day
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				Introduction


				Introduction


				The aim of this book is to ask two seemingly simple but deceptively complex questions: first, why did the notion of nationalisation arise in South African politics in about the second decade of the 21st century; and, second, does the notion have any part to play in the future of South African politics? For the proponents of the notion of nationalisation, the reason these questions arose is not complex at all. In fact, the reason, to their mind, is self-explanatory, because they would consider nationalisation efficacious and necessary in South Africa’s particular economic circumstances.


				But for me the two questions are complex because nationalisation seems such an obviously bad idea. Nationalisation has a demonstrably poor record, and has very little, if any, support across the political spectrum, around the world, in our era. In fact, most countries in this period of history are much more concerned with denationalisation, or privatisation. Nationalisation does not have much support even among its traditional adherents, left-wing academics and left-wing political parties. Consequently, the questions are different for me: why do politicians choose bad ideas? How do they go about blocking their ears to reason? How do they distinguish their views from views that have widespread support elsewhere? How do they build support for these ideas? How and why do their ideas change? Consequently, this book is much less an argument against nationalisation, although the arguments for and against are obviously canvassed, as an examination of political dynamics. In many ways, South Africa is an ideal setting for these kinds of questions because its politics has been, in some ways unique and, in most ways, extremely turbulent. The notion of nationalisation might be a bad idea, but it pales into insignificance compared to the previous bad idea – apartheid. South Africa has a very rich history of bad political ideas, so much so that they seem to be mutually reinforcing, as we will see. I should also note, somewhat regretfully, that this book does not deal with the other politico-economic issue of current times in South Africa: land reform. In a way, the land question and nationalisation go hand in hand. Radical solutions to the land question are often proposed by the same people for the same basic reasons: grotesque racial inequality. Yet, in some important ways, the two issues are different. The notion of continuing state ownership is largely absent in the land reform debate and is crucial to the notion of nationalisation. The politics of land reform are also markedly different, and the international precedent different, too. It is also, frankly, an enormous topic on its own. For all these reasons and more, the land question does not feature here, and awaits its own detailed study.


				Behind the question of bad political ideas lies a much more ominous question: what are the limits or the dangers of democracy? Democracy is such an obvious ‘good idea’ for society that examining its weaknesses, or even considering that they exist, seems like heresy. Democracy captures a happy space between nobility and utility, and it is no accident that hundreds of thousands, perhaps millions, of people have died in its cause. Yet, if bad political ideas can in certain circumstances gain favour and application, the question of the weaknesses of democracy cannot be avoided. In a sense, the question is not only to ask what the weaknesses of democracy are, but how they may be avoided. How does the ship of state right itself during a storm? What institutions are required for that to happen? And what can citizens and politicians do to help that rebalancing process?


				These are all subsidiary and implicit questions, and I hope to stumble toward something that resembles answers to these eternal issues. Along the road, however, the unfolding of the nationalisation drama is its own mini-history, and an exciting and absorbing one at that. I hope to capture something of the flavour of that slice of political history, and if all I do is accurately present what happened over the past few years, that may be, on its own, justification enough for this short book.


				Like any challenge, the nationalisation threat has represented a test to South Africa’s tender political constitution. This book appears at a time when nationalisation’s star has waxed and then waned. The champion of the notion, former ANC Youth League leader Julius Malema, has been ousted from the League and the party. The ANC’s policy conference in June 2012, a key event on the political calendar, failed to take a definitive position on the issue. But I don’t think the idea of nationalisation has disappeared, and it will crop up repeatedly in future years, in different forms and with different champions – perhaps even some of the same ones. In some ways, nationalisation is now a permanent feature of the South African political debate, so it’s worth understanding its roots.


				Personally, I hope that somehow South Africa won’t have to go through an unsettling nationalisation experiment, and that the indigestion the debate has caused so far might help foster a better diet. But, to misquote HL Mencken, nobody ever went broke underestimating the ability of politics to make a horrible mess. So, best stand ready with a mop, and here, in an extended verbal and descriptive form, is that mop.


			


		




		

			

				Chapter 1: The delicate art of debating Malema


				Chapter 1


				The delicate art of debating Malema


				Nationalisation popped up on the national political agenda in 2008, an unwelcome guest in unusually turbulent national and international economic company. It turned out that the issue was also pretty turbulent for me personally, something I realised belatedly as I walked into a rowdy public discussion about the topic with the chief instigator of the argument, then African National Congress Youth League president Julius Malema.


				The world was just entering a propitious economic slump, and South Africa’s primary political force, the African National Congress (ANC), was emerging from a bruising period having a few months earlier ousted its leader both from his party office and from the presidency. Yet, economically, South Africa appeared to be coping fairly well under the circumstances. But the illusion of a somewhat leaky but still seaworthy ship of state navigating treacherous waters was rudely interrupted by the advent of the nationalisation debate. While these lofty political events were wafting about in the stratosphere, debating Malema brought these proceedings forcibly back to earth.


				What transpired was that, in response to some press reports that the African National Congress Youth League (ANCYL) was considering suggesting nationalisation, I had written in a regular opinion column in Business Day what I hoped was a scathing put-down of the notion. The piece was intentionally challenging, and I accused the League of ‘a form of corporate thuggery’. Partly, I expect, as a result, I was asked to participate in a popular morning talk show on the topic, hosted by Tim Modise, one of the most fair-minded presenters in the business. I didn’t know it at the time, but the debate would also include then League spokesman Floyd Shivambu, who was later to play an important role in the development of the debate from behind the scenes.


				As it happened, I wasn’t really called on to make much of a contribution during the radio show, since the focus understandably was on Shivambu. Given that most of those who called in to the radio station at that time of the morning were middle-class commuters, the majority of the comments were either against or strongly against the ANCYL’s call, and my role as Shivambu’s counterpoint became a bit redundant.


				The boot, however, was soon to be on the other foot. Not long afterwards, an ANCYL representative asked me to come and debate the issue with Julius Malema. I really didn’t know what to say. I was torn by the journalistic ethic of maintaining some sort of distance between what you write and the immediate political fray. Speaking at the debate was more the stock in trade of a working politician than the aloof commentary of a journalist. Yet, as a columnist who had already expressed an opinion on the topic, this position seemed a bit redundant. I had also recently written about how weak and contrite the business response had been to the suggestion of the nationalisation of mines, so it seemed hypocritical to turn down the invitation.


				To be honest, I was a bit apprehensive too. It could have been a set-up, in which speakers were only invited with the intention of them being degraded and embarrassed. But I was not to be the only speaker, apart from Malema, and the radio debate had been handled with consummate decorum, so I agreed.


				Walking into the Atlas hall in the spring of 2009, a small conference centre just around the corner from the University of the Witwatersrand, I wished I hadn’t. The hall was packed with singing and cheering ANC supporters, and it was clear this was to be a political event. It was, frankly, hugely intimidating, particularly for someone who was not accustomed to political stump speeches, or any kind of public speaking at all, for that matter.


				It was difficult for another reason too. Although I felt I had the superior argument, there were some fairly unassailable points that Malema could make on the topic of nationalisation – which he did, as it happens.


				It occurred to me later that nationalisation and privatisation take place in contradictory waves through economic history, ebbing and flowing as the economic cycle turns. The year 2008 was definitely an ‘ebb’ year for privatisation and a ‘flow’ year for nationalisation internationally, as the economic storm that began in 2007 in the US property market intensified into a fully-fledged American and then European banking crisis the following year. The downturn had exposed some weaknesses in the international economic system, and those weaknesses had led to some very large companies turning to their respective governments for help, most notably a range of Wall Street banks, the American car maker General Motors, and the British bank Royal Bank of Scotland, to name just a few. Rightly or wrongly, governments of perhaps the most overtly and stridently capitalist countries in the world had effectively saved these businesses by underwriting huge share issues, so large that the majority of the equity ended up in public hands in most cases. American citizens suddenly became owners of a car company and several banks. These companies were, not to beat about the bush, nationalised, even though the state intervention would perhaps fall outside of most strict definitions of nationalisation. Formally, nationalisation is defined as the ‘the takeover of privately owned corporations, industries, and resources by a government with or without compensation’.1 In this context, arguing that nationalisation was a kind of economic heresy that no country should ever indulge in was obviously going to be a bit tricky.


				My second problem was that there is, in South African politics, an undeniable, underlying economic fact, a fact so integral to local political history that it really forms the bedrock of any debate. This foundation is the economic disparity between races. In a sense, from the point of view of a proponent of economic change, this fact of South African life is a powerful tool that justifies, or appears to justify, a whole plethora of economic schemes and mechanisms of redress. I could be sure that Malema would relentlessly hammer on this intolerable difference between the economic status of South Africa’s race groups, the enduring legacy of the apartheid system.


				In many ways, he would be right to do so. The end of apartheid brought with it many great benefits and advantages to all South Africans, yet all the available statistics showed that South African society remained not only racially differentiated, but also, incredibly, that some of those differences had actually increased since the advent of democracy.


				The third area where my arguments were objectively on weaker ground concerned the history of resource industries. At the time, the one bright spot on an otherwise bleak international economic canvas was the healthy state of the international trade in commodities, broadly speaking the raw materials that form the basis of the industrial process. The reason was, and remains to the present day, the huge and remarkable underlying shift in the economic balance of the world away from ‘the West’ toward ‘the East’, particularly China and India. These populous countries were, and are, going through the same phase of rapid industrialisation that the United States, for example, went through in the late 19th and mid-20th centuries. This phase of economic development is notorious for its seemingly unquenchable thirst for raw materials. The result is that many commodities were trading at robust prices, notwithstanding the economic downturn in the West.


				This surprising phenomenon meant that many governments of countries that produced raw materials in large quantities had suddenly become aware of a new-found leverage. For decades, commodity producers were, in economic terms, ‘price takers’, unable to bend the terms of trade to their advantage since supply tended to exceed demand. Suddenly, the boot was on the other foot. Governments, short of cash from declining tax revenues as a result of the economic downturn, were turning their eyes lasciviously toward the piles of cash being accumulated by resource companies. The result was a new outbreak of resource nationalism, and a revival of the old debate that ‘national’ assets owned by ‘the people’ were being externalised cheaply without ordinary people benefiting from this windfall.


				Resource nationalism has existed in almost all times and in all places, but more acutely in poor countries, and particularly in countries where commodities of one sort or another are abundant. This notion is also subject to ebbs and flows, depending not only on the broader economic situation, but also more specifically on the profitability of mining and resource companies. Even for those who consider this debate insubstantial, there is no denying that commodities are different. And one difference is that they run out.


				Once mined and sold, the benefits of commodities, such as they are, to the place and country where they are mined, are gone. In a sense, commodities are like professional soccer players, who need to earn as much as possible in their short playing careers, since they know their time on the field will inevitably be limited by their waning physical ability. Hence, when the economic times are good for commodity producers, citizens understandably tend to get anxious about whether they are getting a sufficient slice of the pie. The resulting pressure on politicians to address this anxiety was becoming apparent at the time not only in South Africa but in many other commodity-producing countries across the political spectrum. Perhaps most notable here was Australia, whose economy was very strong through the crisis, but whose political system was rocked, not long after the ANCYL’s first calls for nationalisation, by its own national debate on the proceeds of the resource industry. Other countries, too, were going through the same debate, with Venezuela, for example, going as far as embarking on a broad nationalisation effort.


				The debate was, in fact, much more complicated than I had anticipated. Yet, I still felt the arguments against nationalisation were objectively stronger and that therefore I had an arguable case before a fair-minded audience. Practical questions were involved, including most obviously, how any government would justify the purchase of assets with money that could arguably be used more productively elsewhere. Buying all of the South African mines would cost nearly as much as four years’ national education budget, I calculated. Would scholars, or the country for that matter, really be prepared to forgo school for four years just so that the state could take hold of the country’s mines? If government decided on expropriation, other practical problems would come into play, including constitutional restrictions. The investment climate would be affected, with an impact on other sectors, and nationalisation would arguably cost as many jobs as its proponents might claim could be saved or created.


				More philosophically, the whole trend of recent economic history had been moving against nationalisation. The trend had been particularly pronounced in the years of Margaret Thatcher’s government in Britain, when huge swathes of state-owned industries were privatised, including the national airline, British Airways, and the telephone service, British Telecom. After a period of readjustment, the calamitous increase in unemployment claimed by detractors of the programme failed to materialise, apparently justifying the predictions of some notable economists of the post-war generation.


				This trend was given a massive boost by the collapse of the Soviet bloc in the early 1990s, demonstrating perhaps forever the innate superiority of market systems. The links between personal choice, economic freedom, innovation and even democracy were beginning to be understood in a much more fundamental way.


				More parochially, South Africa had just recently emerged a year or so before from an uncomfortable spat over electricity producer Eskom’s decision to enforce periodic ‘load shedding’, a polite name for electricity blackouts. Culpability for the blackouts was a disputed affair, but even the most generous interpretation would pin some of the blame on the state electricity provider. The blackouts were a much more fundamental peril than the mere inconvenience they caused to consumers. They served to lay bare deep weaknesses within government, not only in structure but also in planning. They were perceived to be a result of bad foresight, poor administration, and low levels of investment by government in economic infrastructure, among many other failures that were laid at government’s door.


				This all served the purposes of my argument rather well. How could government think about running great industrial enterprises like mining businesses if it could not even run the systems already under its control? ‘Surely government should focus on its already full agenda before loading more onto its plate?’ I could ask, in as pointed a way as possible.


				Yet I was still nervous. Everybody knows that audiences, particularly political audiences, most often attend debates to hear their own views confirmed rather than to engage in an academic back-and-forth.


				I should not have worried. The audience was interested in what I had to say, and listened dutifully, despite a very amateur delivery. The revelation for me was not really the subject matter but the amazing strength and power of Malema’s delivery. He obviously enjoyed public speaking, and he had great poise and timing. For example, he began by commenting on the fact that the poster advertising the meeting described it as a ‘lecture’ on nationalisation. He then said, in a moment of self-deprecating humour, that given his poor academic results – the subject of political gossip at the time – he wasn’t sure he was the right speaker. He was making a virtue out of his own academic ordinariness, connecting with an audience likely to appreciate that aspect of his character. He also boomed and thumped, and generally spoke with great conviction.


				At the time, some great populist leaders instantly came to mind, including the renowned and controversial governor of Louisiana, Huey Long (1893-1935), who had, coincidentally enough, fought to nationalise that state’s oil producers. I also wondered at the time whether Malema might be a kind of Eva Peron figure, and whether in fact his economic thinking was not Peronist, a curious mix of nationalistic capitalism and socialistic populism.


				Malema raised some of the arguments I expected, and some I did not. One was the example of Botswana, which he said, quite correctly, had a 50/50 deal with mining company De Beers to exploit the country’s diamonds. Why, he asked, could Botswana have a 50% partnership with De Beers and still be regarded as a darling of the capitalist West? Why could South Africa not go the same route?


				Yet other parts of his argument were full of lapses and lacunae. He got pointedly angry with me for raising the issue of Eskom, saying I was accusing Eskom of being badly run because it was managed by black people. In fact, I had gone to great lengths to try and explain that the reason why state enterprises often failed was because of the confused and distorted system of incentives. It was a moment of race-baiting that would later become part of his stock in trade. He flatly didn’t respond to the issue of how the state would pay for the mines it nationalised, or indeed whether it would pay for them. His grasp of economics was obviously very poor, and yet, at this stage at least, he was sufficiently self-aware to be conscious of the lack. In a way, he was using this debate, and those like it, to test his ideas.


				Overall, I got the impression that both he and the Youth League were in learning mode. Then Old Mutual CEO Kuseni Dlamini also spoke, and was sensible and erudite, rejecting nationalisation but proposing a set of alternatives, while also acknowledging many of the problems of South Africa’s economic context. Malema chose to interpret this approach as a kind of endorsement of his ideas, which it was not, but, once again, his argument was tactically smart.


				One of the reasons I took part in the debate was to try and assess first hand whether Malema actually believed in the notion of nationalisation, or whether it was a kind of political ploy to push the League, and himself, to the front of the debate. This latter option would have fallen firmly within the tradition of the Youth League’s historical role in the broader ANC family. After all, wasn’t it the great Nelson Mandela who, as leader of the Youth League, had pressed the organisation towards the armed struggle, jolting the organisation out of its stupor regarding action? I wondered whether Malema saw himself doing the same sort of thing, but in a modern context.


				Alternatively, Malema might have believed in nationalisation for its own sake, as a genuine method of redressing historical imbalances. This, too, would be within the ANC’s broader imperative; elements of the ANC had for years supported nationalisation, and the policy was part of the Freedom Charter, arguably the ANC’s founding philosophical document. Various ANC leaders had spoken in favour of nationalisation, including Mandela himself.


				I came away without a particular conclusion, partly perhaps because, at this stage, the ANCYL’s ideas, and those of Malema himself, were still in the process of formation. Yet, what was undeniable was that a new political force had emerged, not only in the form of Malema but behind him too, within the broader local and international context. My first instinct, and perhaps also the instinct of many South African political commentators, was to dismiss nationalisation out of hand, and to assume that it would disappear quickly. Its extreme nature, its controversial character, its volatile backer, all militated against an enduring road for the notion. As has now become abundantly apparent, we could not have been more wrong.


				At the time however, the mood was still light. The crowd seemed to enjoy the debate, questions were respectful, and I joked with Malema that I would always relish being referred to as ‘Comrade Tim’. The League itself was not at this stage even suggesting nationalisation was its official policy; formally, the matter was under discussion, and its arguments were published in an unsigned document formally called a ‘discussion document’.


				After the debate, I wrote about the experience positively, without, I thought, conceding any ground to the notion of nationalisation. I was shocked at the response. The article on the news24.com website drew a huge number of vociferous comments. One person wrote amusingly, ‘It’s called the Stockholm Syndrome. You are taking on the ideas of your kidnappers!’ Others were less charitable, and accused me of ‘brown-nosing’ and ‘not making the argument’.


				Overall, it was clear that Malema was playing an important role in cleaving open the political divide, not least on the topic of economic policy. The way he was getting under people’s skin was testament not only to his own personality, but also to some underlying and perhaps formerly dormant tendencies within South African society.


				In a way, the purpose of this book is rooted in this idea, and it aims to answer a crucial question: how has the nationalisation debate changed the course of South Africa’s economic trajectory? Both the proponents of nationalisation and its opponents may be surprised by the answer because it has been influential, but in odd and unexpected ways. What the debate has indisputably done has been to keep the notion alive, and, consequently, it is worth asking whether there is a chance that nationalisation will actually happen at some time in the future.


				Perhaps more important than answering any notional question, it is worth tracing what actually happened in this debate, and particularly what the responses of different elements of South African society have been. The main aim of this book is to provide readers with a brief factual account of the nature and content of the debate. In many ways, both the proponents and the detractors do argue past each other, probably because the debate is so emotional. It’s worth looking closer at the arguments of both sides, or all sides, in a little detail, because the results may be surprising. For example, the international context is much more important that it might seem. This is not just from a broad sociological or philosophical point of view, but much more directly and immediately because it leads into the two major trends of our times: the realignment of nations and the decline of the West, on the one hand, and a growing cleavage between economic schools, perhaps best symbolised as a debate between John Maynard Keynes and Friedrich Hayek, on the other.


				Since the advent of democracy, South Africa’s economic policy has been a contested area, and therefore also something of a movable feast. If it does nothing else, the nationalisation debate sets the sides apart in a distinct way. Understanding both sides, their fears, strengths and weaknesses, may be crucial to defining more sharply these positions – and therefore the key to moving forward.


				

					

						1 Business Dictionary, ‘Nationalization’. Available from http://www.businessdictionary.com/definition/nationalization.html#ixzz21SicfHIT; accessed 1 August 2012.
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