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1.0 INTRODUCTION

The historical background of Botswana, Lesotho, and 
Swaziland (BLS countries), their geographical setting 
as small landlocked economies, as well as their resource 
endownments, have worked together to produce a set 
of constraints which force the integration of these •
countries into the South African economy1. The degree 
of this integration has resulted in a stream of resource 
outflows from BLS to South Africa which are extremely 
difficult to assess quantitatively. This transfer 
is mainly effected through the labour, commodity, 
and money markets, and is reinforced by a myriad of 
both informal and formal relationships.

Although South African political expansionism over 
BLS countries was successfully opposed, the historical 
process of a structural relationship by which 
capital accumulation has taken place in South Africa at 
the expense of BLS was established by British private and 
public capital close to seventy years ago. At 
independence, a wel1-pervasive dominance - dependence 
relationship with South African and British capital 
interests was highly operative. The development of 
this dependence varied in character among the BLS 
countries. Hoever, the colonial strategy and tactics 
were very similar. After the introduction of money 
in the traditional, subsistent and self-sufficient 
economics of BLS, the colonial administration embarked 
on land appropriation on behalf of settler interests 
in Botswana and Swaziland, and on behalf of Boer Republics 
in the case of Lesotho. This was accompanied by a 
very severe taxation system and a growing demand for 
cheap labour on settler farms and by South Affican 
mining interests.

The net effect of this integration was the weakening
and modification of the BLS traditional economies
which in turn resulted in a unique phenomenon of absenteeism
of able-bodied men, and serious imbalances in social
organization and productive capacity.

1. Leys, R. ’’Lesotho: Non-development or Underdevelopment
Towards the Analysis of the Economy of the Labour 
Reserve" in Shaw, T.M. and Heard, K (eds) The. Political 
Economy of Africa: Depend i:! e and Development. Longman

2. Cobbe J. "The Chan Nature of Dependence:
Economic Problems in !,< ", paper presented to
the African Studies A ;n Annual Meeting, Washington
D.C., 4 November, 1982. lpublished).
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Tlie traditional economies were self-reliant and self- 
sufficient, but by mid-30's, they had been turned 
from granary to 1 abour - reserve , -Hhey were only producing 
a small fraction of their food requirements, the deficit 
came from imports from South Africa. For example 
in 1934, Swaziland imported 60% of its food requirements, 
and in 1946, Botswana's imports (largely foodstuffs) 
amounted to more than R2 million^.

The integration of BLS countries into the orbit of 
capitalism climaxed after World War I with the influx 
of foreign capital to exploit the mineral and agricultural 
resources as well as cheap labour in Southern Africa.
This was accompanied by (except in the case of Lesotho) 

avppropriation of large expanses of land for the purpose 
of establishing capitalist farms. In Swaziland, the 
1907 land partition which gave Europeans title-deed over 
63% of the total land area had resulted in 1932 with 
40% of the 500 Europeans owning this land as absentee 
land lords, the majority of whom were owners of Highveld 
farms used solely for winter grazing^. This appropriation 
as well as harsh taxes had the net effect of making 
available to the modern sector labour at very low 
wages. By 1938, 15,000 Swazis 6 and their families 
lived as squatters on privately - owned land, while 
2,500 worked as temporary farm labourers, and 2,340 
worked in foreign owned mines ir Swaziland. In this 
same year, 14,000 Swazis were temporarily working 
in South Africa and of these, 8,000 were recruited 
for the South African gold mines?.

The introduction of the modern economy in BLS encouraged 
these,' economies to rely heavily upon South Africa 
for marketing, transport, supplies of machinery, technical 
expertise and foodstuffs. The marketing of all BLS 
exports was the preserve of the South African marketing 
boards, and exports and imports (until 1964 for •. 
for Swaziland) were conveyed by the monopolistic 
South African Railway System. Since 1910, BLS have 
belonged in a customs Union Agreement whose major 
effect is to remove fiscal and developmental autonomy 
from these (BLS) countries and promote close and deepening 
economic subordination to South Africa.

3. Leys, op cit.
4. External Trade Statistics, 1981.
5. Fair, T.J.D., Murdoch, G., and Jones, H.M. Development 
in Swaziland: a Regional Analysis, Wits Univ. Press, 196*9”

6 . Swaziland natives/citizens.
7. Fair et al op cit.
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In addition, since 1974, Swaziland and Lesotho 
formalized a Monetary Area Agreement which strengthens 
South African dominance in the sub - continet. The 
most pervasive effect of this dependence, together 
with the provision of the Customs Union Agreement 
which gives South Africa free excess to the BLS market, 
is the distortion of BLS productive capacity and 
balance of trade.

2.0 Parameters of Socio-Economic Dependence

Table 1 shows that the biggest of the BLS countries 
(in area) is 49% the area of South Africa. Swaziland 
and Lesotho are 1% and 2% respectively. Similarly, 
the population of BLS countries combined is only 
9% of that of South Africa. The GNPs of these three 
countries combined were 27.4% the GNP of South Africa 
in 1979. This gave the latter's per capita income 
which was 4.9 times greater than that of Lesotho, 
the lowest in the sub-region, and 2.4 times greater 
than that of Botswana, the highest of the BLS countries.
Even if South Africa registered the lowest average 

growth rate in the period 1960-1979, these figures 
are partial indicators of the basis, as well as the 
extent of close to a century-old system of resource 
leakages from the BLS countries into South Africa.
This dependency syndrome, far more pronounced in 
the case of Lesotho, is accompanied by a self-reinforcing 
type of structural distortion in the BLS economies.

Table 2 shows an extract of selected national accounts 
data for BLS. The immediately striking point is 
that BLS countries rely heavily on the earnings they 
get from the Southern African Customs Union (SACU) 
for their revenue. These form 36.9% of total recurrent 
revenue in Botswana, 84% in Lesotho, and 55.5% in 
Swaziland. Customs receipts alone could cover 34% 
of gross fixed capital formation in Botswana, 50.2% 
in Swaziland, and up to 90.5% in Lesotho. They could 
also cover on average up to 20% of the BLS import 
bill.

Associated with customs revenue is the question of 
migrant earnings. This is more significant in the 
case of Lesotho where the GNP is far more in excess 
of the GDP (GDP is 58.9% of GNP). Swaziland is an 
exception here not because migrant earnings are insigni
ficant, but because the country's investment pattern 
is dominated by foreign private capital and in 1980,
8% of the GDP was repatriated as investment income.
When customs receipts, deferred payments and remittances 
are combined, they account for 18.8% of the GDP in 
Botswana, 48.8% in Lesotho, and 20.7% in Swaziland.
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Botswana 0.8 576 600 35 720 9.1 49
Lesotho 1.3 442 30 52 350 6.0 51

Swaz Hand 0.5 325 17 65 650 7.2 47

R.S.A. 28.5 49,000 1,221 N/A 1,720 2.3 61

Source: Sefali, M. "SADDC and the Development of Regional
Co-operation in Southern Africa", paper presented to 
the ECA Regional Conference on S t r u c t u r a l  Change, 
Economic Independence, and African Development,
Addis Ababa. 26-30th July, 1983.
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Table 2

NATIONAL ACCOUNTS INDICATORS 
(ROOO’S )

Bot swana^ Lesotho^ Swaz iland

Customs Revenue (1) 104 ,361 93,800 86,853
Total Revenue (2) 282 ,824 111 ,700 156, 551
Recurrent Expenditure (3) 205,878 68,800 79, 884
Overall Deficit (4) -12 ,838 -18,600 -1 ,781
(1) as % of (2) (36,9%) (84.0%) (55 .5%)
Gross Domestic Product (5) 659,400 260,600 464, 550
Gross National Product (6) 675,400 442,400 448 ,474
(5) as % of (6) (97.6%) (58.9%) (103 .6%)
Manufacturing value (7) 49,300 12 ,200 79 ,620
(7) as % of (5) (7.5%) (4.7%) (17 .1%)
Value of Imports (8) 495,100 338,500 468 ,513
Value Exports (9) 398,000 58,400 286, 813
(9) as % of (8) (80.4%) (17.3%) (61 .2%)
Gross Fixed Capital Form. (10) 306,600 103,600 173 ,,170
(1) as % of (10) (34.0%) (90.5%) (50 .2%)
(1) as % of (8) (21.1%) (18.9%) (18 .5%)
Deferred payments (11) 14,736 20,3435 4 ,2405
Remittances (12) 5,029 12,9253 5 ,2 63
(1) + (12) = (13) 124,126 127 , 068 96 ,356
(13) as % of (5) (18.8%) (48.8%) (20.6%)
(13) as % of (8) (25.1%) (37.5%) (20.6%)
Private Consumption (14) 401,300 384,800 294 , 834
(14) as % of (5) (60.9%) ( 148%) (63.5%)

Sources: Annual Statistical Bulletins, Foreign Trade
Statistics, National Accounts of Botswana, 1980/81, 
Central Bank Reports.

1. 1980/81 2. 1979/80 3. 1979 4 . 1980 or 1980/81
5. list imated.
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A more serious form of dependency-induced distortion 
in the BLS economics is seen in the evolution of 
very high consumption levels which are very closely 
related to the migration phenomenon. Private consumption 
covers 60.9% of the GDP in Botswana, 148% in Lesotho, 
and 63.5% in Swaziland. Most of this consumption 
is supported by increasing imports of South African 
goods. The latter have created large deficits in 
the balance of visible trade of the BLS economies.
This can be seen on tables 3 and 4. In the face 

of falling export earnings, the percentage of the 
import bill that is covered by exports is falling 
in all the three small countries. Table 5 shows 
that BLS exports are largely directed to other countries 
other than SACU countries (largely EEC countries).
However 87.7% of Botswana's imports come from South 

Africa. This percentage is 97.4% and 90.3% for 
Lesotho and Swaziland respectively. It is quite 
clear that BLS consumption patterns and levels are 
determined by those found in South Africa and BLS 
should thus be properly seen as integral parts of 
the South African market, particularly reinforced 
and integrated by these countries membership of 
SACU. Taking into account BLS export earnings from 
the rest of Africa (other than SACUA) and of large 
foreign aid inflows into these countries for over
1.5 decades, as well as of the BLS import bill from 
all areas other than SACUA, there is no doubt that 
BLS countries are significant net contributors of 
South Africa's foreign exchange holdings at any 
one moment.

There are several other aspects of dependence which 
will not be studied in great detail here. These 
include transport systems; all forms of communication; 
energy provision, particularly electricity, industrial 
development, Socio-Cultural development as well 
as political development. All these aspects are 
geared towards the promotion of South Africa as 
a dominant state in the region as well as a net 
beneficiary in terms of resource allocation. In 
other words the state of dependency in Southern 
Africa as well as the accompanying resource
leakages into South .Africa is not a mere result 
of colonial architecture but a direct product of 
South Africa's political and economic might. ®

8 . For a detailed account of the ruthlessness of 
this might, see "Destabilization: A brief to the 
Lesotho Parliament by the Prime Minister, the Right 
Honourable Dr. Lcabua Jonathan on South Africa's 
Activities against Lesotho", the Prime Minister's 
Press Office, 11th April, 1983.



Table 3

BLS VISIBLE TRADE, 1965 - 1981 
(ROOO'S

LESOTHO BOTSWANA SWAZILAND
YEAR IMPORTS EXPORTS IMPORTS EXPORTS IMPORTS EXPORTS

1965 17,525 4 ,690 16,591 10,239 - -

1966 22,917 4,387 18,825 10,772 - -

1967 23,800 4,168 22 ,370 9,219 35,027 40,232
1968 23,938 3 ,380 23 ,331 7,491 34,104 39,347
1969 23 ,907 4 ,069 32 ,696 13,124 37,355 44,518
1970 22,876 3,716 40,926 18,304 42,749 50,887
1971 27,997 2,197 59,115 30,341 47,824 55,717
1972 42 ,972 6,093 84,189 44 ,810 53,309 62 ,976
1973 67,575 8,770 114,964 59,200 66,624 74 ,216
1974 81 ,652 9,809 125,418 81 ,990 93,443 121,500
1975 122,817 9,240 159,288 105,040 131,591 145,719
1976 178,757 14 ,645 181,385 153,172 174,084 168,400
1977 195,670 12,180 239,605 156,653 194 ,810 146,265
1978 241,401 30,224 307,090 192 ,676 270,815 172 ,796
1979 315,391 37,698 438,289 367,253 366,034 203 ,425
1980 3 72 , 7221 44,554 537,593 391 ,335 468,513 286,813
1981 N/A N/A 695,059 347,837 519,711 340,280

Sources: External Trade Statistics, Kingdom of Lesotho
and Republic of Botswana, National Accounts, Swaziland

1. Preliminary estimate
2. Domestic exports.



BLS VISIBLE TRADE - EXPORTS 
AS % OF IMPORTS: 1965-1981

Tabic 4

YEAR LESOTHO BOTSWANA SWAZILAND

1965 26.8 61.7 -

1966 19.1 57.2 -

1967 17.5 41.2 114.9
1968 14.1 32.1 115.4
1969 17.0 40.1 119.2
1970 16.2 44.7 119.0
1971 7.8 51.3 116.5
1972 14.2 53.2 118.1
1973 13.0 51.5 111.4
1974 12.0 65.4 130.0
1975 7.5 65.9 110.7
1976 8.2 84.4 96.7
1977 6.2 65.4 75.0
1978 12.5 62.7 63.8
1979 12.0 83.8 55.6
1980 12.0 72.8 61 .2
1981 - 50.0 65.5

Source: Calculated from Table 3 .



Tabic 5

BLS DIRECTION OF TRADE, 1979 
ROOO'S

Dostination/Source Botswana Lesotho Swaziland 1

Imports :
SACU 384 ,261 295,763 157 , 2 2 7 2

(87.7%) (97.4%) (90.3%)
Rest of Africa 30,263

(6.9%) (0 .0%) (0 .0%)
Other 23,765 7,849 16 , 857 3

(5.4%) (2 .6%) (9.7%)
Total 438,289 360,757 1 74 ,084

(100%) (100%) (100%)

Exports :
SACU 25,631 18,379 31 ,865.9

(7.0%) (40.6%) (19.2%)
Rest of Africa 30,972 72 3,678.5

(8.4%) (0 .2%) (2 .2%)
Other 310,650 26,826 130,818.3

(84.6%) (59.2%) (78.6%)
Total 367,253 45,277 166,362.7

(100%) (100%) (100%)

Sources: (i) Annual Statistical Bulletin, Bureau
of Statistics, Kingdom of lesotho, 1981

(ii) External Trade Statistics, CSO.Rep.
of Botswana, 1981.

(iii) Annual Statistical Bulletin, CSO
Swaziland, 1977.

1 . I 9 7 6  F i g u r e s .
2. Sou t. h A f r i c a only
3. All countries other than South Africa.



_ 10 _

The present project will concentrate on three aspects 
of dependence: the South African dominated labour 
market; the open product market created by the Southern 
African Customs Union; and the open money market 
particularly relevant to Lesotho and Swaziland.
These three most pervasive elements of dependency 

operate together to undermine the productive capacity 
as well as independence of the BLS economies. Today 
the latter are characterised by heavy dependence 
on the export of labour, imported consumer goods 
(including foodstuffs), distorted financial markets, 
as well as heavy dependence on customs union 
recurrent revenues.

3.0 The Labour Market

The analysis in the introduction (section 1) has shown 
how the dependence of BLS countries on labour exportation 
originated. The imposition of the hut tax and the 
introduction of modern consumption goods as well 
as the appropriation of land left many BLS citizens 
no option but to contract for mine labour. This 
process mainly started with the opening up of the 
Kimberley Diamond Mines in 1867 and the discovery 
of gold in the Witwatersrand in the 1880s. By 1874,
Wilson (1972) estimates that there were 10,000 blacks 
employed in Kimberley. By 1899, 13 years after opening, the 
gold mines were employing 100,000 blacks.

Statistics on the actual numbers of BLS migrants 
employed in South Africa are inconsistent, unreliable 
and confusing. The early 1950's estimates showed 
that 25-30% of the able-bodied Swazis were outside 
the country.9 in Botswana, survey results showed 
that in 1975, 30% of the formal sector labour farce 
was employed in South African mines.1° In 1981, 
this percentage had dropped to 17.4%. In Lesotho, 
the 1976 Census results showed that 60.4%
(129,582) of persons aged 10 years and over employed 
for wages were employed in South Africa. The point 
to be underscored by these figures is the level 
of BLS dependence on the South African labour market.
Most pertinent is the stability of this dependency 

as well as the benefits/costs that accrue to BLS 
countries as reservoirs of reserve labour for the 
South African economy. The migrant labour economy 
has been marked by a long period of wage

9 Yletter, Lion de et a] "The Swaziland Case Study", 
paper presented to the ECA/MULPOC conference on 
Migratory Labour in Southern Africa, Lusaka, Zambia 
4 -8th April, 1978. In .1969, Leistner and Smit 
estimated the percentages for 1964 and 1966 at 
.18.9% and 17.9% respcc. t i vc 1 y .

10. Statistical Bulletin, March 1983 - comparison 
of tables 5 and 6 .
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Table 6 
Number of BLS mine labour 
migrants recruited to South 
African Mines 1970 - 1981

Year Bot swana Lesotho Swaz i1 and Total

1970 N/A 97,185 N/A 97,185
1971 N/A 88,012 N/A 88,012
1972 N/A 101 ,515 N/A 101,515
1973 28,446 110,978 N/A 139,424
1974 27,104 104,374 9,574 141,052
1975 33,337 134 ,261 18,004 184 ,602
1976 40,390 160,516 20,743 221,649
1977 38,564 143,204 15,491 197,259
1978 23,360 115,044 14,284 152,688
1979 19,523 92 ,823 11,297 123,643
1980 20,497 91 ,575 N/A 112,072
1981 17,959 92,811 N/A 110,772

Source: Annual Report, labour Dept. Swaziland
1979, Department of Labour, lesotho, 1983 
Statistical Bulletin, CSO, Botswana, Vol. 
8 March 1983.

N/A Not Available.
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Table 7

Comparison of Mine Labour Force 
In two periods: 1973 and 1978

Source 1973
Number %

1978
Number %

South Africa 86,221 20. 42 250,311 54 .93
Lesotho 87,229 20.66 104 ,143 22.85
Botswana 16,811 3.98 18,129 3.95
Swaziland 4,526 1.07 8,352 1 .83
Mozamb ique 99,424 23.55 45,168 9.91
Tropicals^- 127,970 30.32 29,618 6.50
Total FOREIGN 355.960 79.58 205,410 45.07
Total 422 ,181 100.00 455,721 100.00

Source: Teba Reports.
1. North of latitude 22°s



stagnation as well as by South Africa's increasing dependence on 
foreign labour supplies. Ibis process was disrupted in 1974 by 
the withdrawal ol Malawi from the migrant labour market , and the 
Mozambican independence. The net effect of this was significan 
wage hikes.12 This economic pressure on the profits induced the mining 
industry to mobilize the internal South African labour supplies 
and impose quotas on foreign labour supplies. Table 6 shows that 
the immediate response to the wage incieases was increased labour 
supplies from BLS countries which reached its peak in 1976 when 
the quota requirements took effect. From this period, there has 
been a progressive reduction in numbers recruited. Table 7 shows 
that the mine labour force recruited from within South Africa has 
increased in relation to the total mine labour force from a 1973 
percentage of 20.42% to a 1978 percentage of 54.93%. The fundamental 
point here is that the South African migrant labour market represents 
a very unstable dependency for BLS countries. Although BLS relative 
shares held not changed in 1978 table 6 shows that the process of 
reducing the BLS quota has continued progressively.

3.1 The Legal Context

The first agreements between the "Protectorates Administration" 
and the mining concerns were signed and published in Proclamations 
between 1896 and 1899. In 1912, the Native Recruiting Corporation 
Limited (NRC) was formed, and the following year, in 1913, the Native 
Labour Regulation Proclamation1̂  was enacted with provisions relating 
to the granting of licences to labour recruiting agencies, to wage 
levels, penalties, periods of service, repatriation of workers and 
to obligations of the contracting parties. In all these Proclamations, 
any contract entered into between migrants and the agents was regarded 
to have been entered with the mines that the agents represented.
In March 1972, the two major recruiting agencies, NRC and the Witwaters
rand Native Labour Association (WNLA) were amalgamated to be come 
the Employment Bureau of Africa Ltd (TEBA).

As a method of safeguarding BLS interests, TEBA and other smaller 
agencies operate on annual renewable recruiting licences from the 
Labour Commissioners with a requirement to provide names and addresses 
of emploers, nature of employment, wage rates medical examination, 
attestation, and payment of security.

-13 -

11. Following disagreements between the Malawian Government 
and recruiting agencies relciting to the compensation
for Malawi migrants who died in an air crash in Fransistown 
in Botswana.
12. Average annual cash earnings of black Miners on 
the gold mines increased from R257 in 1972 to Rl,476 
in 1974.
13. Amended by the Native Labour Regulation Proclamations 
numbers 9 of 1923, 15 of 1939, 61 of 1939 6 of 1943,
and 4 of 1944. These largely constituted what became 
the African Labour Proclamation of 1955 which was also 
amended by Proclamation numbers 51 of 1959, 48 of 1962 
14 of 1962 and 19 of 1965.
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These provisions arc contained in the Employment 
Acts of the BLS countries. However, what is perculiar 
is that even if the contract agreement is signed 
in the BLS countries, clause 6 specifics that the 
Agreement shall be interpreted and applied in accorda
nce with the Law of the Republic of South Africa.
BLS countries are thus precluded in the assessment 
of compensation wage levels, or any other benefits.
The breach of contract on the part of employers 
is not spelt out. The contract is thus heavily 
weighed in favour of South Africa.

In 1963,14, South Africa signed separate agreements 
with BLS countries aimed at formally regulating 
the movement of their citizens across the borders 
as well as the employment of BLS citizens in South 
Africa. A perculiar feature of these agreements 
relates to the establishment of BLS labour Representa
tives in South Africa. The powers of the latter, 
however, are limited to tax collections on behalf 
of their governments, collection of deferred pay 
and remittances, and looking after the welfare of 
migrants including checking and arranging for 
their documents. The agreements stipulate that 
the employment of BLS citizens shall be subject 
to availablility of labour within South Affrica 
and may be regulated by the latter in accordance 
with this condition. These agreements, therefore, 
only formalize the instability as well as one-sidedness 
of the South African labour market for BLS migrant 
workers.

BLS migrants are not allowed to move from one category 
of employment to another within South Africa, a 
gross violation of one of the major provisions 
of the Southern African Customs Union Agreement.
This is designed to keep wages in the mines very 
low. In addition, contract workers can be dismissed 
and repatriated for no "legal" reason. The labour 
representative cannot bargain for higher wages, 
better employment conditions, or compensation, or 
even question the dismissal of a worker.

3.2 Deferred Payments and Remittances

BLS governments have made arrangements with mining 
companies in which a minimum of 60S and a maximum 
90% of the miner's basic cash earnings are deferred 
by the employers and paid into special accounts 
in their respective countries of origin.

14. South African Bantu Laws (Amendment) Act, 1963.
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SECTORAL DISTRIBUTION OF BLS VDRKERS

Table 8

IN S0UI1I AFRICA, 1977-19811

SECTOR 1977 1978 1979 1980 1981

Miiyes and Quarries 196,288 169,244 164,610 147,068 162,721
Agriculture 6,744 6,151 5,115 3,663 4,756
Manufacturing 7,634 7,337 6,270 6,113 6,116
Obstruction 7,005 6,072 5,840 5,975 5,396
Wholesale & Retail Trade 2,192 2,454 2,011 2,081 2,057
Goverrmsnt Services 8,206 5,471 5,958 5,189 4,697
Household Services 4,515 4,023 4,100 4,345 3,462
Otlier 3,020 3,585 3,597 3,834 3,804

Total 235,604 204,337 197,501 178,268 193,009
Mines and Quarries as % Total 83.3 82.8 83.3 82.5 84.3

Source: Development Studies Africa Vol 4 (4) July 1982

1. Figures from the Bureau of Economic Research and Develop
ment and the S.A. Dept, of Co-operation and Development.
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However, the level of deferred payments, and their 
impact on national economics, can only depend on 
the level of earnings of migrants in South Africa, 
as well as the numbers employed. Table 8 shows 
the sectoral distribution of BLS workers in South 
Africa. It can be seen that mines employ more than 
83% of the total. We can thus take average mine 
wages as a reliable average and this figuie was 
given as R1,077 per miner in 1977/78.15 For the same 
year, the migrants earnings in the form of free 
food, free accomodation, free medical care, free 
travel and sometimes free clothes were valued at 
an average of R200.1  ̂ The average budget of a miner 
in the fiscal year 1977/78 stood as follows:!7

Rand %

Income: 1277 100.0
Cash Earnings 1077 84 .3
Earnings in-kind 200 15.7

Expenditure: 1277 100.0
Deferred Pay 183.1 14.3
Voluntary Remittances 312.2 24.4
Cash taken Home 118.5 9.3
Goods Taken Home 161.6 12.7
Cash Expenditure in SA 301 . 5 23.6

-Expenditure in Kind 200.0 15.7

The situation has probably changed since the mid
seventies when mine wages increased substantially, 
and when deferred payments were limited to more 
than 60%. What is, however, of interest here is
the residual purchasing power (cash expenditure 
in South Africa). In the fiscal year 1977/78, this 
constituted 23.6% of the miner's average earnings.
When we include expenditure in-kind as well as purchases 
of goods in South Africa, this percentage increases 
to 52%, representing a loss of M151,738,400 
purchasing power on the BLS commodity markets.

15. Ministry of Finance, lesotho. This estimate is weighted 
by the basic shift rate and the skill adjustment factor.
16- der Wiel, A, Migratory Wage Labour: Its Role in
the F.conomv of Lesotho, Maze aocf Book' Tent re, 1977. This Is- 
in 1977 prices.
17. From the work of A.C.A. Van der Wiel and the JASPA team,

Fable 3.3 in 1 ident Economy: Development,
Employment and Equity Pi flToT-------- 1---- ---------
Addis Abalia, L979A --------------
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Table 9

BLS Mine Migrants Deferred Pay and 
Remittances  ̂ 1970 - 1981 (ROOO's)

YEAR
Deferred
PAY2 REMITTANCES2 TOTAL

1970 2720.0 2193.3 4913.3
1971 3058.2 2142.2 5200.4
1972 3898.9 2494.2 6393.1
1973 5301 .0 4098.3 9399.3
1974 12349.6 5966.5 18316.1
1975 22420.7 8673.3 31094.0
1976 30711 .7 11471.4 42183.1
1977 28857.2 14201.1 43058.3
1978 30048.6 15819.9 45868.5
1979 31815.7 19774.0 51589.7
1980 38855.0 22406.9 61261.9
1981 50355.2 32686.5 83041.7

Sources: Teba, Swaziland, Dept, of Labour, lesotho,
Statistical Bulletin, Botswana.

1. This does not include Cash Recruiting Advances. 
Because of the falling number of recruited migrants, 
this amount in Swaziland had fallen from a relative 
position of 24% of the deferred payments in 1966 to 
8% in 1977. This is generally the case in other BLS 
countries.
2. Figures for Botswana begin in 1973, figures for 
Swaziland are included only up to first 6 months in 
1977
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Thc salary increases as well as the skill factor amongst 
migrant workers are the only reasonable lac tors that can 
explain the continuous increase in deferred pay and remittance 
accruals. These arc likely to increase again in the 1183/84 
financial year following the announcement of wage increases 
for miners by the South African Mines on June 22nd this 
year. Table 9 shows that in .1981, the figures for miners 
in lesotho and Botswana alone were almost double what BLS 
countries received in the form of mincis deferred pay and 
remittances in 1976. During this same period, imports into 
Lesotho increased more than two-fold while those into Botswana 
almost quadrupled (see table 3). it is clear that increases 
in migrant remittances have been accompanied by massive 
increases in imports, particularly of South African consumption 
goods. The increasing trade deficits of BLS countries shows 
that a large percentage of the increase in gLS consumption 
capacity caused by increased earnings is swallowed by imports 
of South African goods rather than stimulate local productive 
capacity. One advantage of increased imports is the revenue 
accruing to BLS from the SACU common pool. As will be shown 
below, the increase in revenue accruals has also been respon
sible for an increase in the level of dependency and resource 
leakages from BLS to South Africa.

Even if the deferred pay funds are deposited with local 
development banks, the fact that these are payable on demand 
makes it difficult to engage these on long-term development 
projects. For Swaziland and Lesotho, and possibly for Botswana 
too, the deferred pay is lent out to the Johannesburg short
term money market. The only difference is that it is payable 
in BLS but miners or their families are free either to go 
back to South Africa for shopping or to spend the money 
on South African, imported consumption goods in BLS. The 
percentage loss in purchasing power is certainly much higher 
than 52% and hence the failure of deferred payments and 
remittances to stimulate local productive capacity.

3.3 Migrants Contribution to South African Profits.

The underpayment of migrant workers in South Africa is effected 
through three major mechanisms:

(i) The formation of a monopsomy, the South African 
Chamber of Mines which controls both mine wage levels as 
well as quotas. Ihere are several other monopsomistic arrange
ments in other sectors where BLS migrants sell their labour.

(ii) The restriction of migrants to a single job during 
the coui se o, theii contract. In oilier words, they arc not
allowed to opt for a more attractive job. Tit is is embodied
in the 1963 Labour Agreements.

(iii) Lack of bargaining power on the part of migrant 
workers and their governments.

Tabic 8 showed us that over 801 of BLS migrant workers are
engaged in mines and quarries.
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Table 10

YEAR
GOLD
MINES

PLATINUM
MINES

COAL
MINES

TOTAL

(Botswana)

1973 21,088 3,967 3,900 28,955
1974 18,000 5,508 3,897 27,405
1975 26,183 N/A 4,667 -
1976 28,960 5,420 5,614 39,994
19771 20,173 3,059 5,637 28,869

(Swaz iland)

1974 8,207 1,143 224 9,574
1975 16,272 1 ,475 257 18,004
1976 18,652 1 ,640 451 20,743
1977 13,615 1,302 574 15,491
1978 11,387 1,561 1 ,336 14,284
19 791 8,455 641 2,201 11 ,297

Source: Swaziland Dept, of Labour Annual Report,
1979.Botswana Statistical Bulletin, 1977.

1. First three quarters.
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WORKING PROFITS IN GOLD-MINING, 1966- 
1978 (R million)

Table 11

fear

Tons Milled 
per

Black Employee

Working 
Profit per 
Ton (Rand)

Profit Per
Black
Employee

Total Profit^ 
Contributed by 
BLS Migrants(R

L966 202 .3 4.51 912.37 223 .4
L971 207 .4 4.48 929.15 232 .8
1972 199.0 7.46 1,484.54 361 .0
1973 197.1 13.42 2,645.08 674 . 7
1974 211.6 21.52 4,556.63 1,081.6
1975 225.3 17.74 3,996.82 880.6
1976 218.1 12.23 2,667.36 629.4
197 7 197.2 18.62 3,671.08 917.1
1978 185.0 22.50 4,150.00 1 ,156.4

1. Estimated as follows: Assuming black foreign workers are
evenly distributed in their employment by mines and quarries 
then 66.04?°of black foreign employees employed in the S.A. 
gold mines were from BLS countries.

Source: Figures from the Mine labour Organization Annual
Reports and the Financial Mail.
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However, table 10 shows that Gold Mines are major 
beneficiaries of mine labour recruitment. We can 
therefore take gold mining pro!its as a rough indicator 
of the contribution that BLS migrants make to the 
South African profits. Table 11 shows that in gold- 
mining alone, uiiesc profits increased from M 2 3 3 . 4 
million in 1966 to M1156.4 million in 1978.
BLS countries losses to South Africa in this respect 
are in the form of dividends, royalties, company taxes 
and retained earnings. A large % of these results 
from the payment of low wages to migrant labour and 
BLS should be compensated for this appropriation.

3.4 BLS Direct Outlays

A 1973 survey 19 showed that 52% of the migrants 
in Lesotho were illiterate. Four years later, a 
joint ILO/NUL survey 20 showed that 47% of the Lesotho 
migrants had never attended school. Generally, the 
two survey results are quite consistent in their 
findings and theyalso corroborate the results of 
van der Wiel and the 1976 Population Census. If 
we apply these percentages to BLS countries (see 
table 12) we find that these countries spend large 
outlays on the education of people who spend an 
average 21 0f 35 years of their life working in South 
Africa. This element should be treated as a subsidy 
to South Africa.

In calculating migrant earnings above, medical care 
was included. Both deaths and disabling injuries 
occuring during contract periods are compensated 
in accordance with South African law but there are 
very few cases in which a dependable compensation 
has been granted to a migrant worker discharged for 
health reasons. An analysis of Lesotho "Wastage" 
figures for 1973 revealed the following facts:^2

18. The inconsistency between tables 8 and 11 is 
caused by different sources of figures.
19. Me Dowall, M. "Basotho Labour in South African 
Mines - An Empirical Study", October 1973.
20. Random Sample of 709 migrants.
21. Me Dowall, M. op cit.
22. Me Dowall op cit
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Tabic 12

BLS MIGRANTS BY LEVELS OF EDUCATIONAL 
ATTAINMENT, 1977.

EDUCATIONAL
LEVEL

NUMBERS %

No Schooling 110,734 47
Standard 1 or 2 16,492 7
Standard 3 11,780 5
Standard 4 16,492 7
Standard 5 37,697 16
Standard 6 14,136 6
Standard 7 11,780 5
Form A and B 7,068 3
Junior Certificate 2,356 1
Unstated 7,068 3

Total 235,603 100

Source: Percentages of the ILO/NUL migration Survey
results applied to Table 8 . Numbers add up> 
to 235,603 rather than 235,604 because of 
rounding. No correction to different literacy 
and educational levels amongst BLS countries 
has been made.



LESOTHO: MIGRANT MINE LABOURERS' DEATHS BY MONTH AND BY CAUSE OF DEATH 1978-1981
Table 13

Year 1978 1979 1980 1981

Ninth

Mine
Acci
dent

Road
Axi-
dent

Modi-
Cai/
Natu
ral

Assa
ult

Total Mine
Axi-
dent

Road
Axi-
dent

Medi- Ass- 
cal/ ult 
Natu
ral

|Total Mine
Acci
dent

Road
Axi-
dent

Medi
cal/
Natu
ral

Assa
ult

Total Mire
Axi-
dent

Road
Axi-
dait

Medi
cal/
Natu
ral

Assa
ult

Total

Jan. 13 4 12 6 35 16 2 5 5 28 17 1 9 10 37 9 1 A*T 4 18
Feb. 16 1 10 7 34 9 3 6 5 23 11 6 8 3 28 10 2 7 4 23
Mar. 21 3 15 3 42 23 2 11 8 44 13 4 8 6 31 8 2 6 7 25
Apr. 17 2 5 3 27 19 4 15 4 42 12 5 15 6 38 7/ 1 14 u 'O
May 18 3 13 2 36 19 2 14 2 37 10 3 8 6 27 18 3 7 6
Jun. 13 4 8 1 26 19 1 6 3 29 10 2 10 6 28 15 3 8 7 33
Jul. 14 5 9 1 29 12 1 8 6 27 9 4 10 20 43 3 4 6 5 18
Aug. 8 4 3 6 21 12 2 11 4 29 13 6 10 4 33 15 5 10 3 53
Sept. 7 5 6 5 23 8 2 7 11 28 9 - 4 4 17 15 3 4 6 28
Oct. 12 4 8 5 29 12 4 6 5 27 12 6 6 7 31 12 3 3 5 23
Nov. 11 3 11 3 28 4 3 5 3 15 13 2 12 7 34 15 3 11 6 35
Doc. 13 - 9 6 28 11 3 10 3 27 11 2 8 6 27 2 ? 5 5 14

Total 163 38 109 48 358 164 29 104 59 356 140 41 108 85 374 129 32 85 62 308

0,0 45.53 10.61 30.45 13.41 100.00 46.07 8.15 29.21 16.13/ lOO.a 37.43 10.96 28.88 22.73 100.00 41.88 10.39 27.60 20.13 100.00

Smrce: Department of Labour,* Lesotho
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Cause of
2 3

Wastage %

(1) Deaths
(2) Accidents
(3) Illness:

.38
2.92
8 . 2 1

(3)a Lungs 3.87
(3)b Skin .41
(3)c Other 3.93

(4) Idleness and agitation 1.90
(5) Desertion 2.87

Items (3)a and (3)b are common hazards of mining.
They constitute over 50% of cases marked "medical/natural" 
on table 13. On average, Lesotho figures reveal 
that 57.25% of deaths in South Africa of mine migrant 
workers is occupation caused. These figures exclude 
those who die after or in-between their contracts, 
or those whose mine-related sicknesses become severe 
either in-between or after their contracts. If 
the latter cases were included, the percentage 
would be higher. Since there is no comprehensive 
medical insurance for foreign mine workers, BLS 
bear most of the accident and sickness "insurance" 
costs. In addition, BLS residents, particularly 
women, provide social security at the instance 
of old, sickly, dead or disabled men. This should 
be regarded as an uncompensated subsidy to South 
Af r ica.

3.5 Length of Service in South Africa

Results of both the ILO/NUL study and the Me. Dowall 
study are compared on Table 14. These results 
are both bi-modal, making the use of averages less 
weightly. According to the ILO/NUL study, however, 
a Mosotho migrant spends on average just under 
14 years of his working life in South Africa:, 
yet according to Me. Dowall, there is a second 
peak between 41 and 50 years. xtle fjrst gr0up
spends 35% o1 their working life in South Africa, 
an average of about 14 contracts.

23. per 100 recruited migrants.



Table 14

Migrants working Life in South Africa. 
Comparison of two surveys in Lesotho.

Years of (Percentages)
Me. Dowall NUL/ILO
Survey Study

Less than 1 1
1-5 27 J
6-10 16 17.6

11-15 9-
16-20 10.> 14.8
21.25 4:
26-50 4; 11.0
31-35 2:
36-40 25

* 12.6
41-50 2 16.9
51-60 - 12.6
61-70 - 10.4
71-80 - 4.1
Don't Know 11 -
Unstated 15 -

Total 100 100

Source: ILO/NUL migration study and Me Dowall
op cit.



Whatever the exact figure, the fact is that by 
working in the mines for a period which roughly 
coincides with the annual agricultural cycle, a 
migrant can maximise his income by supplementing 
farm incomes with cash income. The net effect 
of this is that in recent years, migrant earnings 
have become major or even the only source of income 
(particularly amongst landless -migrants in Lesotho) 
to a large proportion of migrants. In the subsistence 
sector, farming is now a neglected, marginal activity.
An analysis of subsistence sector production and 
yield figures reveals this. Ihere is no doubt 
that the lengthened absence of able -bodied and 
possibly very innovative part of the population 
is contributory towards the destruction of self- 
sufficiency of the traditional agricultural sector, 
the corollary of which is heavy imports of supplemen
tary food stuffs.

3.6 Other Effects of Migration

The prolonged exposure of masses of BLS migrants
has . created attitudes that militate against the
economic development of these countries. Migration
is generally accountable for the development in
BLS countries of consumption patterns and preferences
that are only appropriate in the context of the
South African economy. This explains BLS heavy
dependence on South African imports as well as
the chronic trade deficits experienced by these
countries. Given a free flow of goods from South Africa
a larger economy with higher income levels, a
good resource base and complex economic structure,
the aspirations of migrants to become full participants
in the economic development of their country becomes
remote. These attitudes, as well as exposure
to South African mass media,partly explain the
failure of deferred pay and remittances to stimulate
local (BLS) productive capacity.

Other than the horrifying experiences of migrants 
themselves during the migration period, which in 
several cases turn into permanent physical and/
01 mental disability, there are several seemingly 
social costs which bear heavy financial implications 
foi bLS. These include prostitution resulting 
fi on the lengthened absence of men, marital discord 
resulting from family separation, social diseases, 
a coholism, violence as well as many forms of deliquency 

should be noted that migrants are exempt from 
paying income tax.

_ 26 -
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Since most of their earnings are spent in South Africa 
this loss in revenue should be seen as encouraging 
higher expenditures in South Africa by migrants.
At an average of 20% this "consumption subsidy was
R66,360,336 1979.24

4. The Commodity Market
It has already been shown that because of the free 
commodity flow provided by the Southern African Customs 
Union Agreement (SACUA) comprising Botswana, Lesotho,
South Africa and Swaziland, and because of the easy 
access of commodities (from South Africa) and orientation, 
of South African transport systems towards BLS, most 
of BLS imports come from South Africa. On the other 
hand, and as will be shown below, because of the difficulty 
that BLS countries have in penetrating the South African 
market, and because of the small size of the markets 
of (these) SACU members in terms of both population 
and purchasing power, their exports have mainly been 
produced with the objective of utilizing the Lome 
Convention which enables them to penetrate the EEC 
market. A perculiar feature of the SACU market, therefore, 
is that it is largely a single sided market. BLS 
exports earnings from outside SACU, as well as customs 
earnings from the SACU revenue pool resulting largely 
from BLS imports of South African goods, and earnings 
of migrants in South Africa are all used to support 
an increasing BLS import bill from South Africa.

Although there are significant leakages in the export 
markets outside SACU (particularly in the case of 
raw material exports from Botswana and Swaziland), 
the sections below will largely concentrate on resource 
leakages from BLS resulting from their membership 
of SACU. The reason for this bias is that it is the 
membership of SACU, as well as BLS position vis-a- 
vis South Africa which undermines these countries 
ability to even partially process their raw materials.

4.1 Trade Agreements Before 1969

In 1895, Bechuanaland (Botswana) Protectorate joined 
in a customs union with Basutoland (Lesotho) Cape 
Colony (Cape Province) and the Orange Free State.2^

* AF-ing figure of 197,501 employed in South
(lable S) and an average cash earning 

of R140 per month in 1979.
25. The Cape Province and Orange Free State are 

provinces of South Africa.
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Both Bechuanaland and Basutoland received 756 of 
duties charged on their overseas imports. The 
remaining 25% was considered to he administrative 
costs of the customs union. In 1903. a new customs 
union was formed encompassing the Capo Colony,
Natal the Orange Free State, Rhodesia (Zimbabwe) . 
and Transvaal, and later, Swaziland and Barotseland.
The common tariff for most of the import categories 

was set at 7.5% on British-origin goods and 10% 
on goods from other countries^0 .

In 1919, the Union of South Africa was formed and 
a customs agreement was signed with Bechuanaland 
Protectorate, Basutoland, and Swaziland. Ihe 
agreement provided for duty-free trade between 
member countries in goods which originated within 
the customs union area2//, equal customs duty rates 
on goods entering a member country from outside 
the common customs area, equal excise duty rates 
on dutiable goods produced anywhere within the 
common customs areas. Although the agreement provided 
for equal partners, in practice it was only South 
Africa which initiated duty rate changes. Each 
member country received a fixed percentage of the 
total duty collected annually, determined by estimates 
of duty on the goods consumed in each country during 
the period April 1907 - March 1910. An analysis 
of the 1910 arrangement shows that revenue accruing 
to the three smaller members of the customs union 
was not related to the growth of economic activity 
in them because they received a fixed percentage 
share of revenue from the common revenue pool.
Basutoland got 0.88%, Bechuanaland 0.28%, South 

Africa 98.69% and Swaziland 0.15%. In 1968, imports 
into Botswana, Lesotho and Swaziland amounted to 
4.1% of imports into the customs union area but 
their share from the customs revenue pool remained 
1.51%. It became obvious that the formula for sharing 
revenue worked in favour of South Africa.

The tariffs into the customs union area were unilate
rally determined by South African interests. High 
external protective tariffs adopted by South Africa 
tended to reduce the common revenue pool by reducing 
imports from outside the customs area. In addition, 
through trade diversion, the tariff induced pressure 
on residents of the BLS countries to buy more expensive 
South African goods and thus offer a free subsidy 
L° South Africa. Besides, there was a visTbTe 
polarization of development in favour of South 
Airica in the sub-region.

26. Later increased to 12”. and 15% respectively 
\ u  c'ulann i’n d - Basutoland, and S w a z i l a n d  we r e
! r  n « U W  r .own duty on South African* spui t s , and cer t a 1 n wi ncs .



4 2 The Customs Union Agrcem^iJ^jjbi
This agreement is basically similar to the 1910 
Agreement except that it goes further m  attempting 
to conduct its business to the benefit of the customs 
union's less developed members. The most important 
innovations here were as follows. the change in 
the revenue-sharing formula to depend on the _c nrrent 
patterns of import consumption and local production 
of dutiable goods; the formula was appended with 
an enhancement factor of 42% as compensation to 
BLS for adverse effects of belonging to a customs 
union with a more developed member, BLS countries 
in turn agreed to adhere, legislatively, to the 
full tariff of customs, excise and sales duties 
in force in South Africa; there is a provision 
for non-tariff barriers for SACUA - member produced 
goods; freedom of each member to establish a quota 
on goods orginating outside SACUA; a provision 
for BLS to impose, for up to 8 years, additional 
duty against South African imports which compete 
with BLS infant industries; the establishment of 
a Custms union Commission for mutual consultation 
on the application of the Agreement. There are 
additional changes. For example, South Africa 
should consult other members before changing a 
tariff, and should be sympathetic in raising duties 
to protect any specified industries deemed to be 
important to the economic development of anyone 
of the BLS countries; members can also unilaterally 
waive customs in the case of relief work or development 
projects as long as such imports cannot be considered 
for revenue computation purposes; the application 
of rail and road tariffs should not be discriminatory 
as to country of origin; and member countries have 
power to veto a concessionary trade agreement between 
one member and a country outside the customs union 
area. Ihe parties also agreed to cmabark on certain 
regional projects.

4.3 A General Assessment of SACUA

A number of advantages and disadvantages are found 
in the 1969 customs union arrangement. These include 
revenue and trade creation benefits, trade diversion 
caused by protection, loss of fiscal and monetary 
discretion, polarization of development, and consump
tion and technological bias.

4*5*1 Ihe Revenue-Sharing Formal a

The common revenue pool, consists of all customs, 
excise, additional and surcharge duties collected 
in any part of the customs union area28.

- 29 -

28. j110 pool used to include collections of sales duty
U ,  ,lcWly introduced South '

‘ sac i is outside the agreement.
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SOUTHERN AFRICAN CUSTOMS UNION 
STATISTICS FOR YEARS 1969-1978 

(in Rmi1lion)

Import Value
Pool Merch. Figure added in Denominator (%)

Year Revenue Imports used in 
Formula

Manuf. of
Formu1 a

(2)/

(1) (2) (3) (4) (5) (6) (6)13

1969 664.6 2148 - 2533 4369.9 15.2
1970 747 .3 2582 2945.8 2830 5794.9 12.9
1971 859 .1 2923 3075.0 2983 5715.6 15.0
1972 864.9 2840 3124.4 3232 6095.7 14.2
1973 1011.5 3550 4179.0 4047 7913.4 12.8
1974 1114.0 5768 6633.6 4896 11003.0 10.1
1975 1447.9 6742 7286.1 6008 12668.3 11.4
1976 1724.3 7443 7245.0 7075 13274 .8 12.9
1977 2290.9 6881 6918.9 7474 13984.5 16.4
1978 2246.9 8008 5158.8 8215 15144.7 14.8

Source: Kizilyali, H. Revenue-Sharing Formula of
the South African Customs Union.  Min. of
Finance and Development Planning, Lesotho 
August, 1980.

1] A surcharge was introduced by South Africa in 
the fiscal year 1977/1978. This changes (2) to 
be R1921.5 for 1977/1978 and R1887.5 for 1978/79 
and 1 V ( 6) becomes 13.7% for 1977/78 and 12.5% 
for 1978/79.
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Revenue accruing to the BLS countries is determined 
by the following formula.

M = (A+B+C) x H X 1.42
(D+E+F+G)

where,
M = the amount of revenue that will accrue to BLS

for a given financial year.
A = GIF value at border of all imports into BLS in

a given year. ,
B = Value of excisable and sales duty goods produced

and consumed in BLS.in a given year.
C = Excise and sales duties paid on goods refeiicd 

to in B.
D = CIF value of merchandise imports into the SACUA 

area.
E = Customs and sales duties paid on D.
F = The value of excisable and sales duty goods 

produced and consumed in SACUA.
G = The excise and sales duty paid on F.
H = The common revenue pool of customs, excise,and 

sales duties collected in a given year (E + G) .

As seen on Table 15, H devided by (D + E + F + G) has 
generally fallen, sometimes to as low as 10.1%.
There is constant reference to "Stagnation in 
customs revenues" in political speeches, budget speeches, 
and development plans in BLS countries. Further. the 
revenue formula has always formed a major agenda item 
in the Annual Conference of the Customs Union Commission. 
A few areas of concern will be examined here.

4 .3.2 The Problem of Data Gathering

The formula does not have an adjustment for under coverage 
at border posts.29 a number of undeclared cases exist 
as a result of ignorance on the part of BLS residents 
on the importance of declarations, unmanned borders, 
areas without border posts (see diagram I), etc.
In addition, the import of services e.g. car, radio, 
building repairs are not recorded. Several cases 
involve goods conveyed in trucks whose drivers are 
not fully conversant with the contents. In addition, 
many bordei posts are not manned by customs officials.

29. This problem is higher for Lesotho. In the first 
few years of the Agreement, Botswana used to increase 

recorded import statistics by 12.4% although they
still i e11 this was an underestimate.
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Under * recording has the effect of lowering A in the 
numerator of the formula, and thus, the revenue share
of BLS.
4,3,3 The Problem of Double-Counting

Double taxation of a commodity is quite frequent, 
although South Africa abandoned the sales duty system 
i 11 favour of specific and ad valorem duties in which 
case the possibility of double taxation of goods has 
been reduced. When an imported commodity is used 
in the manufacture of excisable or sales duty goods, 
the imports are included in D and the value of the 
finished product is included in F. Since F is made 
up of all its inputs, including D, including both 
the input and the final product in the denomitor is 
a clear case of double counting.

Imported inputs of exporting sectors are included 
in D and hence they unnecessarily increase the denominator. 
However, in the Commission meeting of 1972, it was 
agreed to deduct re-exports from imports since these 
are granted full rebate of customs and excise duties 
under schedule 4. This should also be the case for 
imported inputs of exporting sectors since they also 
benefit from full rebates of customs and excise duties.
Under schedule 5 parts (1) and (2), these can also 

get drawbacks or refunds of customs and excise duties 
as long as they show evidence of exports. It should 
be emphasized that South Africa has far more advanced 
exporting Sectors, exports far more, and its exporting 
sectors have far more import requirements than BLS. 
Therefore these arrangements can only operate in favour 
of S outh Africa.

Table 16., attempts , in a rather limited way, to isolate 
those items of imports of goods used in the production 
of excisable and sales duty g00ds which fall under 
schedule 3 (industrial rebates). This means for the 
year 1977, an amount equivalent to R436,314 thousand 
had to be subtracted from the denominator of the formula.
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TABLE 16 
IMPORTS OF GOODS USED IN THE 
PRODUCTION OF EXCISABLE AND SALES DUTY
GOODS, 1977.

(VALUE IN ROOO'S)

TOTAL Under Sch. Difference
Item__________ ____________F. 0. B . 3 *___________________

Malt of barley 28,605 16,925 11,680
Unmanufactured Tobacco 18,068 4,303 13,765
Cigarette Paper 2,748 - 2,748
Excisable Motor vehicle
parts and components 454,809 392,975 61,834
Petroleum 1,300,000 - 1,300,000
Imported Goods used in 
the manufacture of goods s 
subject to ad valorem
excise duties 96,641 7,929 88,712
Imports used in the 
production of sales
duty good 135,778 14,182 121,596

TOTAL 2,036,649 436,314 1,600,335

* The list is not exhaustive. The total figure is actually 
higher than this.

4*3 *4 Inconsistency Regarding Rebates and Refunds

According to Article 4 (4) (a) of the Agreement and ad 
Article 4 (4) and 4 (6) of the Memorandum of Understanding, 
duty free imports are allowed in respect of:

(i) imports for relief or national disasters;
(ii) imports under technical assistance agreements;

(iii) imports under multilateral international 
agreement s.
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according to Article 4(4)(b) of the Agreement 
rirle 4(5) of the Memorandum oT Understanding, 
rts with full rebate of duties are not included

as follows: (ROOO’S)
Bot swana
Lesotho 
South Africa 
Swaziland

4,344
7,416

420
1,184

Total 13 ,364

On the surface, it would seem BLS are beneficiaries
under article 4(4)(a) of the Agreement. However, 
imports under Schedule 3 (industrial rebate imports) 
amounted to an FOB value of R809,216,000 in 1977.
Imports under Schedule 3 are not deducted from D 

in the formula. Since industries are located in South 
Africa, and imports under 4 (4)(a) of the Agreement 
are more important for BLS than imports under Schedule 
3, the actual beneficiary in these rebates and Refunds 
is South Africa, BLS get a reduced A and increased 
D in this arrangement. Theoretically, the arrangement 
applies to all industries in the customs union area, 
but it has effectively meant support to the industriali
zation of South Africa. The latter uses rebates and *
refunds for restricting entries and competition 
particularly in the field of heavy chemical and television 
manufacturing and motor vehicle industries.

Gray and Hoohlo^O find that as a general rule South 
Africa seems to limit competing imports when there 
is domestic production. This is the case even when 
the price of the domestic product is excessive, or 
even when the product is an immediate good to be used 
in a domestic industry. The SA Board of Trade and 
Industries simply does not allow more imports and 
does not advocate lower prices in almost 
all (94%) the cases that were considered. The structure 
of the South African industrial market is not only 
oligopolistic or monopolistic but is characterized 
by quantitative restrictions on imports using tax 
rebates to protect and strike a balance between the 
local producer and user industries.
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While South African industries arc highly protected 
by tariffs and quotas for an unspecified period 
BLS industries are only protected for 8 years. Ihe 
serious divergence between the effective tax rates 
and the explicit tax rates is also found in agricultural 
prices which are generally set above world prices.
BLS pay an additional or implicit tax in the form 

of excessive prices for food imports from South Africa, 
in addition to getting lower revenue through reduced 
imports from outside SACUA. An additional point to make here is that 
South Africa largely imports raw materials, semi-finished 
goods, and capital equipment. These either have zero 
or low tariffs and rebates. • 0n the other hand, BLS 
import finished products and consumer goods with full 
tax rates and no rebates on them. This means, at worst 
South African imports may carry the burden of tax 
once only while BLS imports bear the incidence of 
taxation over several stages. This is worsened by 
the structure of the South African markets which make 
it possible to shift a major part or the whole incidence 
of tax on to the consumer. Rebates and refund schemes 
only benefit user industries in the form of higher 
profits and these are mainly located in RSA. Consumers 
in BLS countries suffer twice: (a) through a general 
reduction of imports into the Customs union area, 
and (b) through an immediate shift of the incidence 
of taxation to them through higher prices. The following 
statistics of imports under industrial rebates show 
the magnitude of benefits that accrued to South African 
industries in 1977:

F .0.B . Value 
(ROOOs)
805,216

436,314

368,902
The 1977/78 revenue accruals to BLS were R155,843,000 . 
After making an adjustment for double counting, the 
share rises to R185,502,000 or{19% of the actual accrual. 
By deducting schedule 3 imports from the denominator, 
the BLS accrual further rises to R192,125,000 or 133% 
of the actual accrual. This means the formula has 
a revenue shortfall of 23.3% for BLS countries. No 
attempt has been made to quantify the benefits that 
the formula confers on South Africa.

Total value falling in Schedule3 
Schedule 3 imports falling 
within excisable 
Required Adjustment to imports 
(sch.3) for industrial rebates
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However, Me Farland fr.^in his analysis found that 
in 1979, almost 7% of South Africa s manufacturing 
sector value added and employment and 5.5^ of South  ̂
Africa's value added and employment in other non mining 
sectors can be attributed to the level of BLS imports 
from South Africa. Further, about 23 a of the growth 
in South Africa's manufacturing value added and employment 
since 1970 can be attributed to the increase in BLS 
imports from South Africa. The corresponding figure 
is 11% for other non-mining sectors of the South 
African economy. This does not take into account 
the common customs pool residuals that would otherwise 
be due to BLS if the formula could be revised and/or 
interpreted to eliminate the problems pointed above.

4.3.5 Other Taxes Affecting BLS

The SACU revenue pool is composed of indirect taxes 
such as customs, excise and sales duties. The incorrect 
assumption here is that these are the only taxes 
whose incidence falls on to the consumer in the form 
of higher prices. In 1978, South Africa introduced 
a General Sales tax of 6%^2 to replace the sales *
duty. While the latter was part of the common pool 
the former is not. As the General Sales Tax (GST) 
is not a regional tax, it is not treated by South 
Africa as part of the common pool revenue. Although 
this tax is not charged on registered BLS importers, 
there are no arrangements for a rebate of this tax 
on purchases in South Africa by residents of BLS 
countries. The revenue sharing formula should thus 
be adjusted so that BLS should get a share from GST 
revenue proportional to the addition to this revenue 
resulting from purchases by their non-trader residents 
in South Africa. Since these imports are declared 
at the border posts by returning residents (see table 
17 for the case of Lesotho) , this is a simple case 
of including the GST revenue into the SACU revenue 
pool.

Because of the monopolistic production structure, 
the incidence of the South African corporate income 
tax is shifted onto the consumers in the same way 
as commodity taxes.

thL d L • r L  Mu Farland fr. "The Benefits to
rrnuttiPTn / p °[ outh Africa in terms of Industrial
S i l T  mf r n n P ymv,nt °f,Her E*P°rts to BLS countries, Williams College, Mass. September , 1981
32. Sales Tax Act, 1978 (Act No 103 of 1978).
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Tabic 17

DECIARATIONS AT BORDER POSTS OF 
IFSOTIIO S IMPORTS BY RETURNING 
RESIDENTS AT BORDER-POSTS, 1977/781 

(ROOO'S)

BORDER PRIVATE TRADERS TOTAL %

Maseru Station 4,463.0 42,666.0 47,129.0 25.3
Ficksburg Bridge 19,888.0 26,477.0 46,365.0 24.9
Maseru Bridge 10,325.0 20,528.0 30,853.0 16.6
Van Rooyen’s Gate 5,553.0 10,456.0 16,009.0 8.6
Caledonspoort 1,604.0 7,430.0 9,034.0 4.8
Makhaleng Bridge 2,009.0 5,643.0 7,652.0 4.1
Tele Bridge 2,006.0 4,491.0 6,497.0 3.6
Qacha's Nek 1,875.0 4,149.0 6,024.0 3.2
Maseru Post Office - 3,384.0 3,384.0 1.8
Sani Top 417.0 1,694.0 2 ,111.0 1.2
Peka 192.0 1,314.0 1,506.0 0.8
Leabua Airport 325.0 - 278.0 603.0 0.3
Mokhotlong Airport 986.0 53.0 1 ,039.0 0.6
Remats'el iso 1s Gate 238.0 619.0 857.0 0.5
Mononts * a 205.0 139.0 344 .0 0.2
Ts'upane's Gate 430.0 83.0 513.0 0.3
Sephapo1s 143.0 77.0 220 .0 0.1
Trol1 ips 53.0 142.0 195.0 0.1
Ongeluk's Nek 21.0 133.0 187.0 0.1
Morif i 6.0 54.0 60.0 -

Hanger's Drift (UM) - - - -

Mabine’s (UM) 276.0 - 276 .0 0.1
Liquor Commission - 5,024.0 5,024.0 2.9

Total
/ 51,015.0 134,839.0 185,854.0 100.0

% 27.4 72.6 100.0

Source: Customs and Excise Dept.
UM - Unmanned.
1. Several border posts did not have records, see Mapl
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In the highly protected, monopolistic/oligopolistic South 
African mfrkets, when a tax is imposed on their profits, 
firms will raise their prices without much concern 
for their competitive position. It is thus not 
unreasonable to argue that for those corpora c 
companies producing for the whole SACU ma kct, 
tax revenues collected in their respect must be 
included in the common revenue pool and distributed 
by formula because these taxes are passed on to 
the consumer in the form of higher product prices.
The same applies to all other levies, e.g. the 
South African road tax.
5.0 Revenue Accruals and Cash Flows

The revenue-sharing formula converts the accrued 
revenue due to BLS into an actual cash flow from 
the common revenue pool in three instalments.
This is because the statistics on which this formula 
is based are only available after more than a year.
For the year in question, the first instalment 
is made, defined in the Agreement as equal to the 
actual accrual two years earlier, j-e, a rough forecast 
of revenue accrual for the current year. Two years 
later, when the base year import statistics of 
the four countries are available in draft form, 
the "first correction" of the first instalment 
is made. A year latter, when the base year statistics 
have been finalized, the "second correction" is 
made (see table 18 for illustration).

Table 19 shows revenue accruals and payments to 
BLS countries for the period 1969/70 - 1978/79.
Column (1) is calculated in terms of Section (2) 
of Article 14 of the SACU Agreement while column 
(3) is calculated in accordance with section (3)
of the same Article. Part of the accrued revenue 
in respect of a given year (the forecast) is paid 
during the year. The major part of the remainder 
(the first correction is paid two years latter, 
and the rest (the second correction) three years 
latter. If the accrual paid out in the first and 
second corrections is positive, ie if the difference 
between the accruals and cash flows is positive 
it means South Africa has an interest-free loan 
in the form of a balance due to BLS. Table 23 shows 
that funds accumulated as a balance in favour of 
BLS average to 32% of actual payments.

If we apply the London money market rate f to the 
BLS accrual funds used freely by South Africa
In Ivou/'of b U  1978/79 ', th° t0tal -cumulated 
interest and RlRf t T ^ ? ?  t0 R144'3 without
hale i n h e r e d  ? m:Ulon " U h  interest. Accruals increased at an average rate of 29%.
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THREE INSTALMENTS OF TOTAL REVENUE 
ACCRUED TO BLS ON THE BASIS OF IMPORTS 
AND DUTIABLE PRODUCTION FOR 1977-78

Table 18

INSTALMENT PAYABLE BASED ON:

First Instalment 
(the "forecast")

in 1977-78 October 1976 
estimate of re 
venue accrued 
in 1975-1976.

Second Instalement
(the "first correction") in 1979-80 October 1978 

estimate of re
venue accrued 
in 1977-78 (minus 
the first instal
ment ) .

Third Instalment in 1980-81
(the "second correction")

October 1979 
recalculat ion 
of revenue accrued 
in 1977-78 (minus 
the two previous 
instalments).



Table 19

ACTUAL REVENUE PAYMENTS TO BLS AND 
REVENUE ACCRUALS IN SACUA FOR FISCAL 
YEARS 1975/76 TO 1977/78.

(ROOO'S) __________

FISCAL YEAR
1975/76
Forecast (M73/74)
First Correction 
Actual Imports 1972/73 
Final Correction 
Total Received

1976/77 
Forecast (M74/75)
First Correction 
Actual Imports 1973/74 
Final Correction 
Total Received

1977/78
Forecast (M75/76 
First Correction 
Actual Imports 1974/75 
Final Correction 
Stabilization for 1975/76^ 
Final Adjustment of Stab.74/75 
Total Received

BLS B L S

45,631 19,105 12,345 14,181
12,717 5,651 3,362 3,704
43,172 19,542 10,476 13,154
- 435 - 150 - 450 - 165

57,913 24 ,606 15,257 18,050

42,942 17,586 12 ,365 12,991
- 665 2,106 1 ,439 2

46,055 19,074 12,640 14,341
424 -31 295 160

42,701 15,449 14 ,099 13,155

70,.300 25,737 21,235 23 ,328
24,669 6,632 8,890 9,147
43,883 17,623 12,422 13 ,838

941 37 57 847
8,181 2,995 2,471 2,715

909 358 188 363
105,900 35,759 32 ,841 36,400

M72/73 - based on imports for 1972/73 
1• This item will be dealt with below.



Table 20
TOTAL REVENUE SHARES OF BLS COUNTRIES: ACCRUALS 8c PAYMENTS

( In thousands of rands)

Revised % age Actual 
accrual increase payment 

(1) (2) (3)

Annual 
Difference 
between 
accrual 8c 
payment 
(4)

Accumulated Accumulated
Difference Balance Interest balance
as % of (difference rateV Compounded 
payment in favour % annually
payment of BLS

(5) (6) (7) (8)

1969/70 20 669 - 16 926 3 743 22 .11 3 743 9. 76 4 108
1970/71 25. 119 21.52 16 016 9 .103 56 .83 12 846 8.52 14 337
1971/72 34 706 38 16 22 707 11 999 52 84 24 845 6 58 28 069
1972/73 43 172 24 39 29 701 13 471 45 35 38 316 5 46 43 808
1973/74 46 055 6 67 48 876 . 2 821 5 77 35 495 9 24 44 774
1974/75 43 883 4 72 66 373 22 490 33 88 13 005 11 01 24 738
1975/76 71 394 62 69 57 913 13 481 23 27 26 486 6 99 40 890
1976/77 100 061 40 15 51 108 48 953 95 78 75 439 5 58 94 856
1977/78 154 649 54 55 104 900 49 749 47 42 125 188 6 00 153 282
1978/79 181 810 17 56 162 641 19 169 11 78 144 357 8 73 2J 187 505

721 518 29 00 577 161 144 357 31 57

I]_ Euro-Dollar London (money market) rate in percent per anum (source: IFS) for the calender 
year in which the fiscal year shown commences.

2L Average rate of the first four months of 1979 was 10.80%
Sources: Annual Reports of Customs Union Commission, J. Gray "Analysis of Lesotho's Experience
with the Revenue sharing arrangements of the 1969 Southern African Customs
Union Agreement". February 1979. Ford Research Project.



There are therefore two alternatives. Either South 
Africa must pay interest on the balance accumulated, 
or a projection of accruals using a growth
rate of 29% must be used to avoid a two year lag 
in which a large accumulated balance is held by 
South Africa.
6.0 The Stabilization Formula
After some few years of experience with the 1969 
revenue-sharing formula, it was noted that the 
rate of revenue accrual to BLS tended to fluctuate 
around 20% of the pool. In order to avoid revenue 
instability for these countries, a revision to 
the formula was proposed in 1976 and agreed upon 
by all SACUA members in 1977. This stabilization 
formula ensures that deviations above and below 
the average of 20% are kept to the minimum by limiting 
them to not less than 17% and not more than 23%.
The net effect of this arrangement is that if the 
stabilized rate of revenue is in excess of 20%, 
then the downward (stabilizing) adjustment will 
be in South Africa's favour as the pool will be 
paying less to BLS. The converse is true.

For the fiscal year 1975/76(payments made in 1977/78), 
the stabilization factor only covered 26.3% of 
the balance due to BLS (the 1975/76 accruals).
Since dutiable production in BLS is almost insignifi
cant and therefore can safely be eliminated, the 
stabilization formula effectively limits the BLS 
revenue share to 20% of the imports. In 1977/78, 
the stabilization adjustment contributed 8 .6% 
to the total BLS receipts. The major concern here 
is that the 1.42 multiplier in the original formula 
is now largely redudant. In any case, there is 
no reason why BLS imports and dutiable production 
should be presumed to constantly contain an average 
duty content of 20%.

,7.0 The 1.42 Multiplier

Even if made somwhat redundant by the limits of 
the 1977 stabilization formula, a few additional
Themm!n fin?ithe-1969 formula (Article 14) are necessary multiplier is an attempt to compensate BLS
countries for certain disadvantages inherent in
discret?^nCnb' include the loss of fiscal
Qn fI If * price-raising effect of buying
the difficulty80” - fthe. P°larization effect and or o T,  ̂ . Pr°tcct ing infant industries

lose issues will be discussed separately.



7.1 The Loss of Fiscal Di scretion
Articles 4 and 8 of the SACU Agreement Provide 
Thar the South African tariffs, excise ana 
duties shall apply throughout the w - o n  customs 
area, and that BLS shall apply similar provisions 
for rebates, refunds and drawbacks of duties as 
those applicable in South Africa. Article 5 (2) 
also gives South Africa the power to impose and 
amend without consultation customs duties in respect 
of those designed primarily for fiscal purposes 
or to assist a local industry in the common customs 
area pending the completion of an investigation 
by the appropriate South African authorities.
The net effect of these parts of the Agreement 
is that BLS have absolutely no control over the 
level of indirect taxes which are effective in 
SACUA. They cannot use indirect taxation as an 
instrument of meeting revenue shortfalls.

There is still some scope for the imposition of 
further indirect taxes in BLS eg. the government 
levy in Lesotho hotels or the GST or border levy 
in Lesotho. However, the high effective (implicit) 
taxes that are found in the current common taxes 
and South African protective tariffs limit the 
scope for a significant imposition of further indirect 
taxation. In addition, all additional indirect 
taxes obtaining in South Africa hit BLS residents 
directly and further limit chances for additional 
indirect taxes.

BLS are heavily dependent on customs revenues in 
that these constitute a large portion of total 
recurrent revenues. They have ranged, for instance, 
between 43.9% and 75.3% in Lesotho since 1969, 
and were 22% and 26% in Botswana and Swaziland 
respectively in 1978/79. Considering that customs 
revenues, particularly in Lesotho,^3 are budgeted 
on recurrent expenditures, the extent of dependence 
has increased. Some authorities even feel that 
the costs of abrupt withdrawal from the current 
reveriuesharing arrangements are now greater. It 
should be emphasized that this is in effect a very 
fragile basis for BLS recurrent budget, bearing 
in mind the unstable political climate in Southern 
Africa.

33. Gray finds that the Lesotho Civil Service 
has been expanded at a rate broadly comparable 
with the growth of customs revenue receipts.
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7.2 The Price - Raisin£_JLn^ct
.ffp QT.e p,«-pnt ial ly protective instruments 

The common tariff carefully designed to meetin that changes in them are cai .yf . industries the nrotection requiments of South African industries
rather than generate revenue (in 1978, customs receipts 
only derated 4% of the South African government revenue) . 
Because of trade diversion created 'by this high love! 
of protection, BLS consumers actually subsidize South 
African producers by paying prices which are higher than 
the competitive prices of imports or world prices. The 
protected import-substituting industries are located 
in South Africa, and the revenue effects of the tariffs 
thus accrue to South Africa since there are no rebates 
for BLS residents. Measured by export flows from South 
Africa to BLS and the fact that the latter have not developed 
protected industries to any significant extent, the logical 
conclusion is that the benefits oi increased protected 
inds t r i al i z at ion have only kcrued to South Africa. BLS 
get almost the whole incidence of the consumption effect 
of the tariff in the form of higher prices. In addition, 
import controls do not generate revenue which could be 
redistributed to compensate BLS consumers. The problem 
of protection of any kind also borders on the quality 
and availability of goods in BLS.

For Lesotho, Gray34 found that the protective price-raising 
effect of tariffs on imports averaged 8.5% of the c.i.f. 
value of imports or R15.2mil1 ion, a real cost to the 
Lesotho economy.

7.3 The Polarization of Development

The Customs Union has obviously accentuated the existing 
polarised nature of industrial development in SACUA, 
a disadvantage to BLS which has been re-inforced by several 
institutional, economic and many other factors. Inspite 
of a very rapidly growing domestic market in BLS, the 
contribution of manufacturing33 to Gross Domestic Product 
in Lesotho only increased from 3 .4% in 1967/68 to 4.7%
in 1979/80. The same sector contributed 5.4% in Botswana 
(197o/77) and 22% in Swaziland (1975). The objectives 
of this sector are employment generation (indirectly 
reducing dependency on South African migratory labour 
ari angeinent s) , import substitution, enhancement of export 
promotion and hence, foi Botswana .foreign exchange reserves.

Gray, J.G. Lesotho s International Economic Relations 
-Towards Integration or Disengagement in Southern Africa?
August * 1979t01nS o n ’* Ford R°search Project, NUL/CPDO,
35. Including handicrafts production.
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A l t h o u g h  BLS are free to impose protective duties against 
South African products for limited periods (Article 6 
0f the SACU Agreement), their ability to follow independent 
commercial policies is limited. Any agreement which 
involves trade concessions with a third party, even if 
admissible by Article 19, cannot be entered into without 
the approval of South Africa, and such trade concession 
can only trigger an alteration of the South African tariff 
schedules. The SACU Agreement has no provision for a 
regional planning commission for the location of industries 
in a manner that would benefit the prospects of industriali
zation of the less developed members.

There are many other factors that militate against industrial 
development in BLS. South Africa maintains a near monopoly 
of rail transport and uses ca.rtels to limit compet i t ion. 36 
For example, trucks from Lesotho have difficulty in getting 
South African licences. The rail monopoly also results 
in higher export/import costs and reduce the road transport 
employment effects. South Africa has often used non
tariff barriers to prevent the establishment of concerns 
in BLS which might compete whith South African enterprises, 37 
and thus prevent the former from benefitingfrom SACU.
For example, in 1971, South Africa vetoed the establishment 

of a chemical factory in Swaziland by denying South African 
farmers existing consumer subsidies on fertilizers if 
they purchased Swaziland's fertilizer and then by increasing 
the tariffs on two imported inputs essential for fertilizer 
production in Swaziland from 15% to 30%. In the same 
year, South Africa prevented Honda from setting up a 
motor assembly plant in Lesotho. South Africa prevented 
wholesalers and retailers from buying 0r selling Botswana 
and Swaziland - produced beer on the pretext that these 
countries used bad water. However, when they were 
bankrupt, the South African company took over.

It should surfice to conclude that the Customs Union 
has been characterized by BLS economies openness to South 
African products, and South African selectivity in allowing 
BLS commodities to enter its market. The few basic industries 
which have currently been established in BLS are predominantly 
owned by South Africans either singularly or in partnerships. 
In fact defeating on the part of BLS i 3 that it gives 
the South African Board of Trade and Industry all the 
powers to set up the effective tariff structure with 
the sole aim of protecting South African industries.
Resoit to non-tariff barriers mokes the provisions of 

Aiticle 6 non-operational. For example, in the motor 
car industry, unless a product has 60% "local content", 
it cannot be sold within SACUA. Bearing in mind the 
united resource base in BLS, this requirement puts serious 

^contraints on BLS industrialization.

36. Botswana has a separate international transport 
agreement with South Africa.
^7 USAID "A Report to the Congress on Development Needs
Ti>ni'°ri;Unitics for c°-°Per at ion in Southern Africa: nuix b: Manufacturing. March 1 979.
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n art i r i o 6 is also seen Croui the The ineffectiveness ?f/T* * ~ ? lves of BLS. Table 21 shows
level of the inclustr*f extremely generous industrial 
that BLS countries o the Agreement '"thcore-
incent ives._in view of the la nnl i rization disadvan-tically" Pro« 5ts them from regional P^ 1
inBfavourtofCSAC coiiî inics and for small economies with limited 
r e v e n u e  basest these incentives represent real financial 
losses in the form of revenue foregone. Their level 
is a barometric indication of increasing polarity in 
the sub-region.
7.4. Other Considerations about SACUA

When one considers fiscal arrangements of SACUA, the
surface picture is one of success for BLS. For example
the ratios of non-dutiable imports and highest duty imports 
to total imports into Botswana were 36% and 4.6% respectively 
(1974) while the corresponding ratios for SACUA were 
26.6% and 9.4%. This implied that Botswana's average 
rate of duty is lower than the SACUA average, although 
it should be pointed out that if we compare the ratio 
of consumer good ^8 imports to total imports, Botswana 
had a 1975 average of 25.7% while South Africa had 21.1% 
for the same year. For Lesotho, it was found that the 
average duty content of Lesotho's imports in 1976 was 
6.2% while that of SACUA varied between^a low of 10.1% 
in 1974/75 to a peak of 16.5% in 1977/78^9. This implies 
that "transfer" or compensation element is higher than
the BLS average yield of 29.6% obtained by applying the
1.42 multiplier alone.

It has already been stated that this seeming benefit 
is severely reduced or even offset by the loss of fiscal 
policy, the price-raising effect of trade diversion and 
by the polarization of development in favour of South 
Africa, Tie worst problem is that so many trade links 
are so embedded in the current institutional arrangements 
in Southern Africa. Because of delays, transport costs 
and maintenance considerations, procurements are made 
in South Africa even in cases where these could be done 
outside SACUA. It is also very unlikely that South 
Africa may abandon the quantitative controls on imports 
and tariff protection of industries which work against 
the provisions of Article 5 of the Agreement.

Provisions of Article 2 of the Agreement which give 
BLS fiee-access to the South African market has largely 
determined the type of industries to be set up. Fxcept
m-rkrte' T I eS oil mainly meant for the domesticmarket, the present BLS strategy involves the promotion

foreign investment with modern technology to produce 
for the export market. A latest development involves

39 TGrlZ hjVr a„ F U aU VU y ,hiSh-duty content.
- Towards Integratioto/n1 nfcrnatlonal Economic Relations 
Africa " Ford Research Project iilL’id>DO?tI l̂ stS° ^ ern



Table 21
COMPARATIVE TAX INCENTIVES IN BLS COUNTRIES
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TYPE BOTSWANA LESOTHO SWAZILAND

Tax Holiday On application 6 Yrs None
Investment Allowanes
(i) Machinery 25% 45% 30%
(ii) Industrial Buildings 15% 25% 30%

Initial Allowances:
(i) Machinery None 100% 20%
(ii) Industrial Buildings None 50% 10%

Depreciation Allowances
(i) Machinery Any Rate Covered

above
10-15%3

(ii) Industrial Buildings 10% (straight line) V f 4% (str.lini
(iii) Hotels 10% (straight line) 11 10% for 5yrs

- 5% for lOyrs
Employee Housing Allowance R1000 per house 25% Inv. 10-20% p.a.

— Allowance 4
Employee Training Allow. 125% of cost 210% of cost 200% of cost
Company Tax Rate6 30% 37.5% 37.5%
Losses Carry Forward 5 years Indefinite Indef inite
Citizen Wage Allowance None 110% None
Additional Consessions Available on Available Available on

Application on Application Application

--Purce:—  Matsebula, M.S. "Tax Incentives in Swaziland, Some Efficiency 
Considerations" m  the Journal of Southern African Affairs, 
Vol. 2 No. 4, P. 7.   L

Notes:
1. Includes Hotel buildings

Dimtnishing1 Balance °Ver 2° YearS °n * Stralght ' U n ° basis'
4. Remainder claimable over 4 years
5‘ 0i C°,st W!ittcn 011 tn first year (but not exceeding M100)

10% m  subsequent 8 years (but not exceeding M500)
6. This is 4j% m  South Africa. J
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the promotion of joint venture companies (usually with 
South African Companies) with a view to retain the purchasing 
power in BLS. However, these companies have largely 
invested in shopping centres which practically and in 
many cases exclusively sell South African goods. Because 
of the ready availability of South African goods, the 
pattern of consumption is biased towards the consumption 
of products whichBLS cannot produce competitively. This 
necessitates the importation of production methods whose 
employment content is very low, as well as increased 
importation of skilled expatriate manpower and large 
investment in technical training, which two approaches 
lead to streams of financial leakages.

The open-product market provided by SACUA promotes consumerism 
(as measured by the import-rate of consumer goods) and 
undermines the supply responsiveness of local manufacturing. 
This situation is exacerbated by the financial system 
whose lending pattern is heavily concentrated on lending 
for consumption as well as for imports for retailers 
and wholesalers^.

. 8-0 MONEY AND FINANCIAL MARKETS

Money entered Botswana, lesotho, and Swaziland as a result
of migrant labour and trade in surplus grain, cattle 
and horses across borders with South Africa. After these 
countries were declared British Protectorates in the 
later.part of the 19th century, bank notes issued by 
the Government of the Cape Colony were made legal tender41. 
After the establishment of the Reserve Bank of South
Africa in 1921, notes and coins issued by this bank as
well as united Kingdom notes became the sole legal tender.
In 1960, the Rand was introduced in South Africa on 

a decimalised basis 42 and until 1975 in Botswana, 1974 
in Swaziland, and 1978 in Lesotho, this currency remained 
the sole legal tender in these BLScountries.

Until 1974, Botswana, Lesotho, South Africa, and Swaziland 
comprised a Monetary Area whose arrangements and practice 
whereby Rand and earlier South African currencies moved 
freely amongst these four countries # completely 
informal. "As a practical matter, ttie appropriate authorities 
and the commercial banks in Botswana, Lesotho and Swaziland 
have complied in all material respects with the exchange 
control policies and restrictions in force in South Africa^^.

40. Gray, J.G. "The lending Behaviour and Deposit Base
of the Commercial Banks in Lesotho", Ford Research Project, 
NUL/CPDO, March 1979.
41. Proclamation No. 5 of 1895.
42. Proclamation No. 73 of 1960.
4 3. A Monetary System for Botswana, Govt. Paper No.
1 of 1975, Gvt. Printer Goborone March 1975
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Although there are no accurate statistics on the gowth 
of currency in circulation in the BLS countries, information 
gathered a few years ago on the importation of notes 
and coins made it clear that for a long time, there has 
been a significant and increasing net importation of 
currency into these countries. This importation was 
largely effected through the banking system or through 
migrant earnings. By early seventies, it was already 
evident that existing monetary arrangements were no 
longer acceptable to the BLS countries, and on 6th September, 
1974 44gotswana announced that it was going to introduce 
a national currency as well as a central bank to manage 
it. The pre-1974 monetary disadvantages were innumerable. 
BLS countries had no discretion in using monetary 
policy to influence their economies. Money supply, credit, 
interest rates, exchange reates and exchange control 
policies were all determined by South Africa in response 
to changing economic circumstances in South Africa; there 
was no control over the domestic flow of funds (especially 
credit); external reserves^ were not adjusted to compensate 
for changes in BLS balance of payments position.

After being concerned that under existing circumstances 
and despite the rapid growth of their economies and 
the increasing importance and complexity of financial 
sector transactions, BLS countries ability to formulate 
and influence monetary policy was serverely limited, 
they began negotiations with the South African Government 
in 1973.46 Particularly important was lack of compensation 
for use of the Rand as domestic currency in circulation 
which actually represented an interest-free loan to South 
Africa, lack of access to South African money markets 
through commercial banks, and lack of consultation in 
interest rates changes and exchange control policy.
In December, 1974, Lesotho South Africa and Swaziland 
signed an agreement which formalised existing arrangements 
which made the Rand or its equivalent the only legal 
tender currency in the Rand Monetary Area (RMA).

8 .1 The Rand Monetary Agreement

The Agreement amongst the governments of Lesotho, South 
Africa, and Swaziland specifies as its objectives the 
provision for the sustained economic development ol the 
Rand Monetary Area (RMA) as a whole; the advancement 
of the less develped members of the Rand Monetary Area

44. Botswana Daily, 7th September, 1974.
45. Special drawing rights and working balances with 
Crown Agents.
46. With the announcement of the Governments’ decision
to establish its own independent currency, Botswana withdrew 
frcm the quadripartite monetary negotiations.
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and to afford to all parties equitable benefits arising 
from the maintenance and development of the RMA. While 
each contracting party is responsible for its monetary 
policy and control of its financial institutions, South 
Africa is responsible for the management of Rand currency 
and the gold reserves and foreign exchange reserves of 
the RMA.

The RMA provides for a free transfer of funds within 
the monetary area except that restrictions relating to 
investment or liquidity requirements as prescribed by 
each party for its financial institutions should apply 
(Article 3). In addition, Article 4 (1) gives any corpora
tion, ,st at utory body,,or public utility of Lesotho and 
Swaziland a right of access to the South African- capital 
and money markets. Section 2 specifies that public securi
ties issued or converted in respect of borrowings in 
Lesotho or Swaziland qualify as prescribed investments 
or approved securities in which South African financial 
institutions may invest, and should be treated at par 
with similar classes of securities . issued in South 
Africa. However, the Agreement puts a limit to the level 
of borrowing by Lesotho and Swaziland in that the South 
African financial institutions holdings of public securities 
from these countries are limited to a quota of 11% of 
the minimum amount which such institutions are required 
to hold in prescribed investments or approved securities.
On the other hand, the Agreement puts no limit on 

South African borrowing in Lesotho or in Swaziland.
Although there are no records, it is generally known 
that Governments of Lesotho and Swaziland, their corporations 
financial institutions as well as their residents hold 
substantial amounts of South African public securities, 
ie the Agreement facilitates a free flow of funds from 
Lesotho and Swaziland to South Africa.

Section 2 of Article 4 of the Agreement disqualifies 
Lesotho and Swaziland public securities for purposes 
of the legal requirements applicable to South African 
financial institutions for compulsory investment in stock 
of the Government of South Africa and in liquid assets. 
This again makes Lesotho and Swaziland marginal in the 
money market. Since the centre of the market is in 
South Africa and Lesotho and Swaziland contribute to 
the money market, this legal requirement must equally 
apply in respect of these two countries. In other 
words, this section assures the Government of South Africa 
of the ready availability of funds without extending 
the same assurance to Lesotho and Swaziland. Even if 
the latter two countries may make restrictions in their

own countries relating to investment or liquidity require
ments47, they are major contributors to the South African 
capital and money markets and should therefore benefit 
on the same footing as South Africa.

47. For example, the Lesotho Financial Institutions 
Regulations, 1981 sets down the minimum local assets 
requirements of financial institutions, while liquidity 
requirements are governed by Section 22(1) of the Financial 
Institutions Act, 1975.
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A further limit on the part of LS countries is that their 
issue or conversion of public securities must be approved 
by South Africa in relation to timing, amounts, etc.
Such approval can only be forthcoming if it is not prejudi
cial to South African business even if lack of approval 
could harm the interests of the LS countries. On the 
other hand, the Agreement stipulates that the South African 
Reserve Bank, in its capacity as lender of last resort 
in the RMA, can only give temporary central banking credit 
facilities in such forms, amounts and terms as agreed 
to by the South African government^. LS countries are 
thus as good as having no lender of last resort since 
they have no assurance of obtaining central bank credit, 
and cannot negotiate directly with the reserve bank.
The Agreement does not, therefore, assure LS countries 
any significant degree of monetary and financial stability.

The RMA is based on the recognition that South African 
authorities are responsible for the management of Rand 
Currency, gold reserves and foreign exchange reserves 
of the monetary area. The exchange control provisions 
in force in South Africa are also in force in Lesotho 
and Swaziland (Article 5 (3). The clause eliminates 
monetary discretion on the part of LS countries. Although 
there must be prior consultation with all parties before 
any change in the monetary and foreign exchange policies, 
Article 8 (5) provides for matters which preclude prior 
consultation because of their "urgency". Indeed, South 
Africa has never consulted either Swaziland or Lesotho 
in several exchange rate and foreign exchange policy 
changes. These include devaluation, currency pegging, 
changes in procedures for redeeming securities etc.
A glance at Table 4 shows part of the effects of a lack 
of this type of discretion. Lesotho and Swaziland cannot 
even use monetary policy in order to shift some of the 
negative effects on their economies caused by their member
ship of SACU. This defficiency in the agreement goes 
counter to the aims and objectives as embodied in the 
preable. There is no mention in the agreement on how 
LS countries would be compensated for disturbances in 
their international payments caused by changes in the 
exchange rates.

8.1.1 The Compensatory Formula

Article 6 of the RMA provides for South Africa to make 
compensatory payments to Lesotho and Swaziland which 
compensation represents a return on the Rand currency 
circulating in the respective areas. __________

48. Section 4 of Article 4 of the RMA.
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The formula for compensation is as follows:

c = 2
3 X Y

where C = Compensation to Lesotho or Swaziland..
X(%) annual yield to redemption at which

the most recent issue of long - 
term domestic South African Govern
ment stock was offered prior 
to the 31st December immediately 
preceding the annual payment date.

Y = The Amount of Rand currency cal
culated and agreed to have been 
in circulation m  the respective areas 
of the contracting parties.

For use in the formula, Y1973 was R12.5million for Lesotho, 
and R15.5million for Swaziland. Subsection (e) provides 
for annual changes in the formula to accomodate changes 
in the Rand currency estimated to have circulated in 
Lesotho or Swaziland, as reflected in changes in the 
notes and coins in circulation outside the South African 
Reserve Bank. If the latter are estimated to be more 
than in the previous calendar year, the annual adjustment 
formula is

c = [ ~xl . Y [ 1+— 1
3 5yJ

where y is the percentage increase in Y. On the other 
hand, if the previous calendar year Y was higher, the 
current year adjustment formula becomes

c - ] . Y ' ’ 43 X

Section 2 of Article 6 gives the contracting parties
the right to request for a review of the compensatory 
formula every two years. Section 3 further provides 
for negotiations for compensatory payments to be made 
after Lesotho and Swaziland have issued their own national 
currencies, as provided by Article 2.2(a) of the Agreement.

Other than the fact that the period before 1973 during 
which South African notes and coins circulated in BLS 
countries is not accomodated, the compensatory provision 
has many limitations. It is very difficult to keep accurate 
statistics of rand circulating in Lesotho and Swaziland 
because of the free transfer of this currency across 
borders, and because Rand are available on demand in 
all banks in Lesotho and Swaziland. In addition, there 
is no reason to limit the yield on LS countries stocks 
(in respect of Rand circulating in Lesotho and Swaziland) 
to of the yield on long-term domestic South African 
stock. Funds and resources made available to South African
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money and capital markets by LS countries are reinvested 
in international money and capital markets where they 
get higher yield levels. LS countries compensation should 
therefore be based on the latter. This is not unreasonab1e 
considering the fact that the Rand has always been linked 
to strong currencies, and considering that Article 
5 (4) gives the LS countries the right to sell their gold 
and foreign exchange independently.

The compensation formula does not cover all the other areas 
of the Ageement which cause disadvantages to LS countries. 
These include exchange rate policies which are only favourable 
to South Africa, lack of monetary and financial stability,, 
problems caused by eratic changes in money supply in 
South Africa etc.

ft.1.2 Additional Problems of the RMA.

There are four ways in which holders of securities (financial) 
Rand can repatriate funds from the RMA:

(i) by buying 7 - year Securities Rand SA Government Bond;
(ii) by redeeming at maturity government, municipal 

and public utility bonds and national savings certificates; 
(iii) by exporting South African shares bought at the 
Johannesburg Stock Exchange (those which have been restricti- 
vely endorsed and can only be sold outside South Africa 
at a premium or discount on the Johannesburg Stock Exchange 
quotation; and Civ) by selling funds to another non
resident for foreign currency. Since Lesotho and Swaziland 
generally do not issue negotiable shares and stocks, 
this method of repatriation of financial Rand calls 
for use of S.A. stocks and bonds. It openly favours 
investment in South Africa at the expense of Lesotho 
and Swaziland. The discount mechanism itself implies 
that the Rand is overvalued. The overvaluation has the 
tendency of undermining the export sectors in Lesotho 
and Swaziland.

The most serious problems are found in the financial 
markets. Tables 22 to 24 show the sectoral distribution 
of commercial bak lending in BLS. Except in the case 
of Swaziland where there is a well developed foreign- 
dominated manufacturing sector, credit in BLS countries 
is largely concentrated in the commercial sectors which 
service South African imports. In Botswana, this sector 
has progressively changed position from a 1976 share 
of commercial bank lending of 8.9% to a 1982 share of 
28.4%. In Lesotho this sector has always received more 
than 50%, while in Swaziland, it receives the 3rd largest 
share. The sector is not only dominated by South African 
imports but also by South African companies. In 1982,
28.9% of BLS commercial bank lending or R76.79mi11 ion 
went to finance commercial transactions. This distortion 
in the credit system in BLS countries is a result of 
a long history of monetary and financial dependence.
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SECTORAL DISTRIBUTION OF COMMERCIAL BANK 
LENDING IN BOTSWANA 1976 - 1982 (I)1

Sector 1976 1977 1978 1979 1980 1981 1982

Agriculture 20.0 27.1 24.6 19.2 18.3 12.6 11.4
Mining 32.8 34.7 31.0 36.5 32.9 25.6 14.6
Manufacturing 5.8 4.7 3.5 4.4 5.0 3.8 4.8
Electricity & Water 0.3 0.3 0.3 1.3 0.1 0.1 1.6
Construction 9.8 7.7 7.8 5.3 4.5 4.6 6.7
Commerce 8.9 11.8 10.3 10.6 12.9 21.3 28.4
Transport 0.9 1.0 1.7 3.1 2.5 5.2 3.5
Non-Bank Finance 2.3 1.4 0.9 2.3 2.0 3.0 1.6
Personal 2 14.6 10.0 14.1 14.6 18.7 19.6 21.1
Other 3 4.6 1.3 5.8 2.7 3.1 4.2 6.3

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Bank of Botswana Annual Report, 1982.

1. Excludes both Central and Local Government.
2. Households and business services lumped together.
3. Including parastatals.
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Table 23

SECTORAL DISTRIBUTION OF COMMERCIAL BANK 
LENDING IN LESOTHO 1978 - 1983 (4)1

Sector 1978 1979 1980 1981 19822 19833

Agriculture 1.1 .5 1.4 2.5 0.7 7.5
Mining and Quarrying ;4 .1 .2 7.3 11.4 1.4
Manufacturing 2.7 2.0 5.3 8.4 9.0 10.4
Electricity and Water 3.5 2.6 3.0 1.3 3.7 4.3
Construction 22.3 19.1 20.1 14.4 9.1 5.4
Commerce 56.3 60.2 50.9 53.0 53.9 59.4
Transport 7.4 6.4 6.5 4.5 4.4 5.8
Non-Bank Finance .6 3.9 6.0 4.9 5.9 3.9
Personal 5.7 5.2 6.6 3.7 1.7 1.9

Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Central Bank of Lesotho Quarterly Review, March 1983.

1. Excludes both Central and Local government.
2. Annual Average.
3. First quarter.
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Table 24

SECTORAL DISTRIBUTION OF COMMERCIAL BANK 
LENDING IN SWAZILAND, 1975 - 1983 (%)

Sector 1975 1976 1977 1978 1979 1980 1981 1982 1983

Agriculture 59.2 49.0 48.7 22.0 21.6 26.1 20.1 18.3 17.9
Mining 0.9 0.3 0.3 - - 0.1 2.6 5.7 2.8
Manufacturing 15.7 21.3 26.2 50.2 45.5 35.8 48.1 43.7 49.6
Construction 2.3 1.1 2.3 6.0 6.5 5.6 4.3 5.0 5.6
Commerce 12.0 15.4 13.0 10.5 13.2 18.5 9.7 11.4 9.3
Transport - - - 7.7 10.1 10.0 5.9 5.3 4.3
Presonal 2.3 1.7 1.0 1.6 1.3 1.1 2.3 1.3 1.7
Other 7.6 11.2 8.5 2.0 1.8 2.8 7.0 9.3 8.8

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

\

Source: Central Bank of Swaziland Quarterly Review, June, 1983.
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The banking system has not yet built sufficient confindence 
in local long-term projects. However the commercial 
sector is dominated by short-term projects involving less 
risk. Because the financial institutions are not 
fully integrated into the development programmes of these 
small countries, these projects are the ones which are 
more attractive. We have already shown in our analysis 
of the commodity market how South African imports undermine 
local productive capacity. Commercial banks, therefore, 
by promoting credit in commercial sectors, help to advance 
this tragedy.

Another syndrome ,of monetary and financial dependency 
comes from the fact that interest rates in BLS countries 
are strongly aligned to interest rates in South Africa.
This is evident from Tables 25 a and^b. There is 
a vast difference between the prime lending rate and 
the savings interest rate. The former has been increasing 
rapidly while the latter, except in the case of Botswana, 
has remained almost stagnant. This divergence is totally 
contrary to the savings mobilization policies of these 
small countries. It should be noted that this reflects 
a strong profit motive on the part of commercial banks.
The Botswana case is slightly more improved because 

of the independence of monetary and financial policy 
since 1976. A comparison of Tables 25 a and T. 16 
shows that it is BLS house holds who conttribute most 
of the money held in the banking sector and who get the 
lowest returns since they specialize on savings deposits.
It has already been said that the beneficiaries are businesses 
in the commercial sector which is largely dominated by 
South African companies and products.

Since 1981, the prime lending rate in BLS sky-rocketed 
(although less 50 in Botswana). This was a response 
to a similar increase in South Africa. In the latter 
case, however, the increase was caused by a genuine tightening 
of financial markets marking the down-turn of the gold 
cycle. A glance at Table 26 shows that this was not 
the case with BLS countries where the financial markets 
had a lot of excess liquidity. The situation was worse 
in the case of Lesotho where the Central Bank blames 
the situation on commercial banks orientation to short
term low-risk investment in South Africa. There is no 
doubt the free flow of Rand provided by the RMA in the 
case of Lesotho and Swaziland, and the orientation of 
the Banking sector towards financing South African imports in 
the case of BLS has led to substantial outflows of 
resources from BLS countries into South Atrica.
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Table 25 (a)

INTEREST RATES OF BLS COUNTRIES

Year Prime 31 3 Six One
Lend ing 
Rate

D i scount 
Rate

Call Savings Days Months Months Year

Botswana:

1976 11.5 8.25 5.0 3.5 7.0 7.5 8.0 8.5
19 77 11.0 7.75 3.0 3.5 6.0 7.0 8.0 8.5
1978 10.0 6.75 2.0 3.5 5.0 6.0 7.0 7.5
1979/80 9.0 5.75 0.0 3.5 4.0 5.0 6.0 6.5
1981 11.0 8.5 6.5 5.0 8.5 9.0 9.5 10.0
1982. 14.5 12.0 11.0 11.0 •12.0 12.5 13.0 13.5
1983 13.0 10.5 5.0 9.5 10.5 11.0 11.5 12.0

Lesotho:

1978 11.0 7,0 3,5 3.0 8.0
1979 11.0 5.0 3.5 3.5 - - 7.5
1980 11.0 5.0 2.5 2.0 - - 7.5
1981 15.0 6.0 5.0 8.0 - - 10.5
1982 17.0 12.0 6.0 5.0 8.5 - - 11.0
19832 14.0 12.0 6.0 4.0 3.5 - - 6.0

SwazHand:

1976 10.5 9.0 6.0 4.0 7.25 7.75 8.25 9.0
1977 10.5 9.0 6.0 4.0 7.25 7.75 8.25 9.0
1978 10.25 8.5 5.5 4.0 6.75 7.75 7.75 8.5
1979 9 . 5 7.0 3.75 3.75 3.75 4.5 5.0 6.0
1980 9.5 7.0 3.75 3.75 3.75 4.5 5.0 6.0
1981 13.5 10.5 8.0 6.0 8.25 7.0 10.0 10.5
1982 18.0 16.0 11.0 7.0 11.25 12.0 11.5 11.5
1983 3 15.0 13.5 8.0 6.5 9.5 10.0 10.0 10.0

Source: Quarterly Revies of Central Banks of Lesotho and Swaziland
Bank of Botswana Annual Report.

1. Feb. 1983,
2. March 1983

June, 1983
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Table 25(b)

INTEREST RATES OF SOUTH AFRICA

Year Prime
Lending
Rate

Discount
Rate

31
Days

12
Months

1975 12.00 8.50 7.50 9.50
1976 12.50 9.00 8.00 9.50
1977 12.50 9.00 8.00 9.50
1978 11.50 8.50 7.00 7.80
1979 9.50 7.00 3.75 5.50
1980 9.50 7.00 4.50 8.50
1981 17.00 13.50 10.25 12.00
1982 18.00 13.50 13.00 15.00
19831 16.00 13.50 10.00 12.00

Source: The Financial Mail and the Quarterly Bulletin of the South A
African Reserve Bank.

1. June 1983
i
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Table 26

COMMERCIAL BANK LIQUIDITY - BLS (Rmillion)1

Period Actual Liquid 
Assets

Required Liquid 
Assets

Excess
Liqudity^

Botswana:

December 1976 32 (32.0) 8 24
December 1977 37(36.6) 21 16
December 1978 31 (30.5) 20 11
December 1979 52((46.8) 26 26
December 1980 48 (35.3) 27 21
December 1981 38 (16.1) 27 12
December 1982 81 (40.1) 39 42
Lesotho^:

December 1978 34 (52.6) 16 18
December 1979 47 (56.0) 21 26
December 1980 60 (60.3) 25 35
December 1981 83 (75.0 29 54
December 1982 106 (81.9) 33 73
March 1983 114 (83.5) 35 79
Swaziland:

December 1975 20 13 27
December 1976 27 10 23
December 1977 35 (42.0) 14 33
December 1978 40 (35.2) 19 28
December 1979 40 (32.0) 21 23
December 1980 48 04.8) 23 25
December 1981 38 (25.4) 14 26
December 1982 52 (31.5) 16 38
June 1983 36 (22.7) 22 6

1. Liquidity Ratio in Brackets.
2. Calculations excluded deferred pay fund. The Required Liquid Assets 
for Lesotho have been estimated using Section 18 (a) of the Financial
Institutions Act No. 23 of 1975 ., c . ,
3. Swaziland’s figure includes net due from banks outside Swaziland.
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Table 27 reveals that of the BLS countries, Lesotho has 
an abnormally low level of participation by commercial 
banks in the domestic economy as manifested by indices 
(i) to (iii) on the table. In general, the participation 
of commercial banks in the domestic economies of BLS 
is on average lower than that of the average of African 
c o u n t r i e s . O f  the three countries, Lesotho had the 
highest ratio of foreign to total financial assets (28.1%), 
and index (iv) shows that financial intermediation is 
at a very low level with a massive net drain of funds 
from the private sector to accumulate chronic excess 
liquidity. The latter was estimated at R73 million in 
December 1982. It would seem in all the three countries, 
the stability of the deposit base is very low as shown 
by the low share of demand deposits in the total deposit 
base. These results should be seen as manifestations 
of the structural dependency of the BLS financial systems.

In addition to commercial banks, other financial institutions 
include those banks established by BLS governments to 
assist special sectors like agriculture, housing and 
commerce (using foreign assistance), thrift and credit 
societies, branches of South African insurance companies, 
and hire-purchase organizations which are all South African^* 
The dependence of the financial system has also militated 
against the establishment of independent, BLS - based 
financial institutions. Agricultural Development Banks 
and Building Societies are largely responsible for the 
high import figures for machinery and building materials 
as well as for the importation of a higher rate of inflation^!. 
Contracts in respect of agriculture and buildings are 
usually awarded either to South African or BLS branches
of South African companies. For example, in Lesotho, 
an agricultural programme popularly termed Technical 

Operations Unit (TOU) had a 1981/82 capitalization of 
R5 million of which all inputs including seed, fertilizers, 
aerial spraying, tractorisation, and harvesting were 
contracted with South African farmers or Taiwanese 
who in any case used South African inputs. Insurance 
and credit institutions, except one finance company in 
each of Lesotho and Botswana, and one insurance broker 
in Lesotho, are all foreign owned. Insurance policies 
are accepted and premiums fixed in South Africa, and 
the transfer of payments is effected through commercial
banks^2 .

49. Gray, J. G. in "The Lending Behaviour and Deposit 
Base of the Commercicil Banks in Lesotho - A comparison 
with 37 Countries, Ford Research Project, NUL/CPDO, April, 
197.9 finds similar results for indicators (i) and (ii). 
Botswana and Swaziland .however, preformed higher than the average 
in index (iii).
50. Jn Botswana, the Post Office Savings Bank still exists although 
its assets have only grown from a mere R1.9 million to R5.4 million.
51. In 1982, the rate of inflation on building materials was 23%.

52. The case may be a bit different in Botswana since it is outside
the present RMA.
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Table 27

COMPARISON OP BLS LENDING BEHAVIOUR AND DEPOSIT BASE 
COMPOSITION -COMMERCIAL BANKS - DECEMBER, 1982

INDEX BOTSWANA LESOTHO SWAZILAN1

Total Domestic Lending as % 
of Total Bank Financial 
Assets

(i)
62.2% 22.0% 64.3%

Private Sector Lending as % 
of Total Bank Financial Assets

(ii)
58.7% 16.4%

s'

64.2%

Foreign Assets as % of Total 
Financial Assets

(iii)

5.2% 28.1% 4.4%

Private Sector lending as % of 
Private Sector Deposits 

(iv)
84.7% 31.8% 92.5%

Demand Deposits as % of Total 
Private Deposits 

(v)
- 36.9% 25.4%

Source: Calcualted from Quarterly Reviews, Central Banks of Lesotho
and Swaziland, and from the Annual Report, Bank of 
Botswana.
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Credit, on the other hand, is approved in South Africa 
where there are financiers of credit companies which 
sell goods from their mother companies in South Africa.
Although BLS have all enacted legislation relating to 
local investments in relation to financial institutions, 
these have mainly been focussed on commercial banks.
Thereseems to be no evidence that these governments enforce 
these discretionary powers strictly. Besides, the monitoring 
mechanisms are not yet fully developed.

8.2 The Automatic Monetary Systems of Lesotho and Swaziland

In 1974 and 1978, Swaziland and Lesotho respectively 
passed legislation establishing Monetary Authorities.
The functions of these institutions, as set out in their 
formation, included issuing a local currency, monetary 
and financial policy, and creating conditions for economic 
development. The currencies^ are however, 100% backed 
by Rand in that they can only be issued by withdrawing 
an equivalent amount of Rand from circulation. The supply 
of local currency is therefore directly determined by 
the inflow of external funds, _ie the currencies are automatic, v 
not discretionary.

Many advantages are found in this utilization of Article 
2 of the RMA. Firstly, Lesotho and Swaziland now have 
institutions which can keep records of domestic and inter
national monetary trends and utilize Article 5 (4) of 
the RMA by pooling all the foreign reserves in the country 
to be invested as a block, as well as supervise the domestic 
activities of commercial banks. Both Lesotho and Swaziland 
can now spread the risk of exchange rate instability 
by holding a diversified portfolio of reserves. Other 
possible advantages are possibilities for achieving economic 
autonomy by the use of internal monetary policy, the 
development of domestic - oriented financial institutions, 
and some limited control over the external sector using 
reserves and foreign exchange management.

An examination of Tables 23 and 24 and 26 reveal that 
Monetary Authorities, particularly the Lesotho one, have 
played a role of passiveness as manifested by their failure 
to transform domestic savings into domestic investment.
There is still a massive amount of surplus liquidity 
in the commercial banking sector. In the case of Lesotho, 
close to 60% of commercial bank loans go to the distribution/ 
commercial sector which 'is notonly dominated by South African 
companies but repatriates funds out of Lesotho through 
monopoly pricing, inflation, profits, tax evasion, as 
well as through undermining local productive capacity.

53. Maloti for Lesotho and Hmnlangeni for Swaziland.
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In Swaziland this sector gets a significant 9.3% of all 
commercial bank lending. So far other than simple moral 
suasion, there is no evidence of the Monetary Authorities 
having utilized their statutory powers.

Because the currency issue is automatic, both Lesotho 
and Swaziland cannot finance their budgetary deficits 
by borrowing at lower rates from the Monetary authority, 
simply because their currency has no part which is backed 
by domestic Government Securities (ie no fiduciary issue) 
and these Governments have to resort to direct taxation 
as an alternative to the provisions of Article 4 (4) of 
the RMA whereby in "Special circumstances" the South 
African Reserve Bank may become temporary lender of last 
resort to Lesotho and Swaziland. Estimating the deficit 
finance borrowing to yield on average 22.1% of Central 
Bank claims, 54 would represent R19.42 million and
R18.4 million for Lesotho and Swaziland for the periods 
March 1983 and June 1983 respectively. In the same periods, 
the Monetary Authorities claims on their Governments 
in the form of securities and advances negotiated with 
South Africa amounted to R28.79 million and R2.9 million 
for Lesotho and Swaziland respectively . It may seem 
Lesotho was better-off v/ithout a discretionary currency, 
but there are many disadvantages related to timing, amount 
and economic freedom.

The Rand which backs the domestic currency that ciculates 
within and is never convested is as good as hoarded and 
not available to finance potential development expenditure. 
Generally estimated at 25% of currency in circulation, 
this waste of real resources would amount to R4.7 million 
and R4.3 million for Lesotho and Swaziland for the period 
March and June 1983 respectively,

In periods of moderate inflation, there is a transfer 
of real 'resources from money holders in Lesotho and Swaziland 
to the South AFrican Reserve Bank as the LS public attempt 
to maintain the initial real value of their desired nominal 
balances. This inflation tax can be estimated as

P = the price level, and
dP/P = rate of inflation 

Using constant 1975 prices, Lesotho loses an average 
of RIO.68 million a year.

54. See Muzorewa, B.C. "A Discretionary Monetary System 
for Lesotho: Cost - Benefit Analysis" Ford Research Project, 
NUL/CPDO, 1979.

R M/p dP/p

Where R 
M

inflation tax paid to South Africa, 
nominal money stock held by the public in 
Lesotho.
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Another disadvantage in this automatic monetary arrangement 
is the absence of discretionary monetary policy. Lesotho 
and Swaziland are totally, vulnerable to external disturbances/ 
So far, the two countries fall within the realm of South 
African monetary policy which, as pointed out in Section 
8 .1, is designed to promote South African interests.
Their foreign sectors are totally open and export a 
lot of funds through imported inflation. In addition, 
the two countries forego the possibility of earning revalua
tion profits that could accompany well-managed reserves 
in a discretionary system.

8.3 The Case of Botswana

It has already been said in Section 8.0 that on 6th September 
1974 Botswana took a decision to introduce a national 
currency and to establish a central bank to manage it.
A few advantages of this decision are begining to show 

up. The Botswana currency, the Pula, was, until 1982, 
at par with the Rand. The Pula is pegged to a basket 
of South African Rand 55 and SDR. The first discretionary 
downward adjustment of the Pula since the currency was 
introduced was the 10% devaluation of 6th May, 1982.
The devaluation resulted in an overnight revaluation 
gain of P24.5 million, a sharp slowdown in the gowth 
of imports which maintained reserves above the P300 million 
level, a boost in the Pula proceeds of the US dollar 
denominated exports. During the course of 1982, the 
unprecedented depreciation of the Rand against the US 
Dollar and other major trading partner currencies pushed 
the South African consumer price index to a peak 16.6% 
before it fell to 13.8% in December. However, the devaluation 
of the Pula and credit restraint reduced imports and 
contained Botswana's inflation to 6 percentage points 
below the South African inflation rate.

Unlike in the RMA there is no money market in Botswana.
Therefore the 3.5% call rate offered by the Bank of 

Botswana is the only avenue for excess liquidity held 
by the commercial banks. Commercial deposits with the 
Central Bank thus increased by 253% from P16.3 million 
in December 1981 to P57.6 million in December 1982.
The Bank has only performed the function of lender of 
last resort in two instances in March 1982, a revelation 
that the Bank Rate is not yet a powerful instrument.
However • for the first time in its history, the Bank 
of Botswana instituted credit restraint in an attempt 
to curb credit-1 inked leakages from the balance of payments.

55. Up to 80% of Botswana's international trade is denomi
nated in Rand.
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In June 1982, the Bank made a mandatory coiling of S% on credit
expansion to the private sector. This was raised to
15% at the end of November due to impoved export earnings.

There are two other noticeable phenomena. The interest 
rates in Botswana, particularly the prime lending rate 
moved independent of interest rates in South Africa for 
most of 1982. In addition a third commercial bank, the 
Bank of Credit and Commerce (Botswana) Ltd began operations 
in November 1982 and attracted deposits away from the 
existing banks without difficulty, a strong measure in 
the economy of the degree of monetary and financial 
independence.
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The unique form of structural dependency of the "1abour- 
exporting" countries in Southern Africa promotes 
and maintains streams of se1f-re inforeing resource 
leakages which can only be understood in a historical 
context. With the emergence of capitalist mining 
interests and the subsequent heavy demand for cheap 
labour, extra-economic measures were used to break
up the self-sufficiency of the African traditional 
economies. These measures included heavy taxation 
and harrasment, expropriation of Africans from fertile 

land, and divorcing demand from supply in the 
determination of wage levels. With this plunder 
of the indigenous economies came the dependence 
of Botswana, Lesotho and Swaziland on wage labour.
Today these economies can only be seen as integral 
and peripheral parts of the South African economy 
which play a very important role in the economic 
development of South Africa.

Unlike the situation in many African countries, 
leakages in the BLS economies result from a system 
of institutional agreements which recognize . and 
reinforce South Africa's dominant role. The labour 
market, the commodity and services market, and the 
money and financial markets (except in Botswana) 
are all governed by formal agreements which undermine 
the BLS countries influence in the subregion and 
thus undermine the BLS productive capacity, and 
cause a set of distortions which further re-inforce 
the system of leakages. Customs revenues from SACUA 
cover 36.9% of total revenues in Botswana, 84% in 
Lesotho, and 55% in Swaziland. Private consumption 
takes 60.9% of the GDP in Botswana, 148% in Lesotho, 
and 63.5% in Swaziland. The percentage of imports 
covered by exports is 80.4% in Botswana, 17,3% in 
Lesotho, and 61.2% in Swaziland. Because of a loss 
in fiscal discretion resulting from their membership 
of SACUA, and loss of monetary policy resulting 
from the membership of the RMA (in the case of 
Lesotho and Swaziland), BLS countries face tremendous 
difficulty in redirecting their economies away from 
South African domination. Internal government policies 
as well as the implementation of government plans 
are frustrated by the South African monopoly 
industrial structure and protectionism and by 
antiquated South African labour laws relating to 
blacks.

9.0 CONCLUSION
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Attempts are being made at the international level 
to correct the economic distortions of BLS countries.
The easiest method has been the mobilization of 
foreign aid and the total net official aid has been 
growing at phenomenal rates as follows: 56

1976 1978 %

Botswana 48 93 194
Lesotho 30 64 213
Swaz iland 16 49 306

\

The tragedy, however, is that aid to BLS countries 
is aid to South Africa. Because of the open product 
and money markets which operate in favour of South 
Africa, the external aid multiplier is ver weak.
The rate of external aid inflows has generally 

been stronglyassociated with the rate of increase 
of South African imports into BL§.

In April 1978, a Conference on Migratory Labour 
in Southern Africa was held in Lusaka. One of the 
resolutions of the conference was the establishment 
of a Southern African Labour Committee. Subsequently, 
the Southern African Labour Commission (SALC) was 
established in Gaborone, Botswana on 31st January,
1980. SALC was given a mamoth task of designing 
strategies for gradual withdrawal of migratory 
labour from South AFrica, and formulating projects 
whose objectives at the national level is to restructure 
the economies of the member states of SALC in order 
to enable them to absorb the labour so * withdrawn.
It is, however, very clear from the proceedings 

of the Second Conference of SALC held in May 1981 
that member states are still not agreed as to the 
aims and objectives of SALC. In any case, for 
the past one-and-a-half decades, the question of 
restructuring the economies has been central in 
all individual national programmes. It is therefore
doubtful if SALC can have any significant break-throughs 
over and above the attemps by national planning 
agenc ies.

56. Aid figures in £ million drawn from Africa 
Insight Vol II No. 3, 1981.
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As a challenge to the South African-dominated SACU 
and Constellation of Southern African States (CONSAS)^?* 
many regional organizations have emerged in Southern 
Africa. Among the new creations is the ECA’s Lusaka- 
based Multinationa Programming and Operational
Centre (MULPOC) established in 1974, the Southern 
African Development Co-ordination Conference(SADCC) 
established in April, 1980,^8 the Preferential Trade 
Area for Eastern and Southern African States (PTA) 
concluded as a treaty in 1982. It must be mentioned 
that of all the regional economic organizations 
formed in Africa, SACU is the oldest and longest 
survivor, and the only one that displays a very 
unreasonable level of inequality of the members 
in terms of incomes and development. It is obvious 
that South Africa's attitude to BLS countries is 
one of "leave or take". This is a reflection of 
the limits in flexibility facing BLS countries, 
particularly Lesotho. It stands to be seen therefore 
if these anti-South African domination regional 
economic organizations will reduce the amounts of 
leakages from BLS countries, especially in the growing 
threat of South AFrican military intervention, and 
due to the fact that SADCC concentrates on large 
scale international projects which can easily become 
white elephants following minor international 
misunderstandings.

57. Botha, P.W. "Towards a Constellation of States 
in Southern Africa," South African Information 
Service, Pretoria, Nov. 22 1979.

58. Southern Africa Towards Economic Liberation:
A Declaration by the Governments of Independent 
States of Southern Africa made at Lusaka on 
1st April, 1980.
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FiBĈ bgUe'9

Monontsa (X )

/ x x i  P I  B u t h a -B u t ^ e  
(A X j U  v  N am anali (XX)

(0) Peka^ 
Bridge

(X X )  Hangers  
Drift ~

C 4  Ma s e r u
Bridge A q  Maseru

( O )  T s u p a n e

/  A \  V a n  R o o y e n  s 
Ga t e

(0 ) Sephapho 
1 Gate

Makhalencj [&) Br idg e Nene (XX)

O rtg e lu ks  Nek (X )

Sani Pass

Nkonkcane (XX)

Q a rh a  s Nek
" Ramatseliso’s Gate (O)

(A ) Te,e
(XX) Dilli-Dillt

( X X )  S i n x o n d o



Appendix Table



Lesotho's Direction of Trade: Total

TABLE T1

Imports - C.J.F. and Total Exports - 
Feb. - 1979

Unit; 000's Maloti

Group
Country

Imports
C.I.F.

Exports
F.o.b.

for Id: 303612 37916
\frica: 295763 13038
5acu 295763 12955
Ither in Africa - 83
BEC: 5345 3580

Netherland: 148 121
Belgium/Luxemb. 188 1275
Germany Fed. Rep. 1707 1556
France 521 76
Italy 147 14
United Kingdom 2630 435
Denmark - 25
Indand 4 78 1

Jther Europe: 377 21082
Switzerland 362 21070
Norway - 11
Sweden 4 1
Other in Europe 11 -
America: 974 158
Canada 385 14
United States 687 144
Other in America 2 -

Asia: 1154 39
Japan 668 2
Taiwan 222 -

Hong Kong 57 34
Other in Asia 207 3

Oceania: - 19
Australia 19

Source: Annual Statistical Bulletin, Kingdom of Lesotho 1981



BOTSWANA'S DIRECTION OF TRADE 1978 - 1981 
(All Values in OOP's UA)

T.2

1978 1979 1980 1981
IMPORTS EXPORTS IMPORTS EXPORTS IMPORTS EXPORTS IMPORTS EXPORTS

:.c .a . 260,036 26,244 384,261 25,631 467,659 25,959 608,594

■ .......  -1 {

57,649
Dther Africa 30,536 14,281 30,263 30,972 36,144 33,023 44,018 36,683
J,K. 5,096 9,05T 9,903 47,765 7,316 8,262 7,867 23,185
Dther Europe 3,021 88,862 4,130 197,433 5,835 240,057 11,933 144,741
J.S.A. 6,172 53,094 5,855 63,609 15,848 81,804 14,565 84,247
lest of World 2,229 1,144 3,877 1,843 4,792 2,230 8,082 1,332

rOTAL 307,090 192,676 438,289 367,253 537,593 391,335 695,059 347,837
i

Source: External Trade Statistics, CSO, Rep. of Botswana, 1981.



1973
1974
1975
1976
1977
1978
1979
1980
1981

Sour

N/A

MIGRANT MINE LABOUR STATISTICS: 
BOTSWANA - 1973 - 1981

NUMBER NUMBER DEFERRED REMITTANCES
RECRUITED EMPLOYED PAY (ROOO'S) (ROOO'S)

28,446 N/A N/A N/A
27,104 N/A 4,102 640
33,337 24,076 6,972 1,098
40,390 25,456 9,964 1,834
38,564 25,297 10,695 2,571
23,360 20,804 9,706 2,895
19,523 20,307 9,120 4,333
20,497 20,441 14,415 4,724
17,959 17,534 14,542 5,759

Statistical Bulletin, CSO, Rep. of Botswana, 
Vol. 8 NcJ March 1983.

available.
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MIGRANT MINE LABOUR STATISTICS: 
LESOTHO, 1970 - 1981 

ROOO'S)

Year
Number
Recruited

Number
Employed

Deferred 
Pay (ROOO’s

Remittances
(ROOO’S)

i

1970 97,185 87,384 2,376.2 2,061.6
1971 88,012 91,080 2,690.0 2,018.1
1972 101,515 98,822 3,425.3 2,392.9
1973 110,978 110,477 4,679.3 3,963.3
1974 104,374 106,231 7,326.7 5,136.0
1975 134,261 112,507 12,835.9 7,159.5
1976 160,516 121062 17,822.4 8,239.7
1977 143,204 128,941 16,648.3 10,956.3
1978 115,044 124,491 20,342.6 12,924.9
1979 92,823 124,393 22 ,695.7 15,441.0
1980 91,575 120,733 24,440.0 17,682.9
1981 92,811 123,539 35,813.2 26,927.5

Source: Department of Labour.

*
§•
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MIGRANT MINE LABOUR STATISTICS: SWAZILAND
1966 - 1977 
(ROOO'S)

DEFERRED REMITTANCE RECRUITING
YEAR PAY PAYMENTS ADVANCES TOTA

1966 235 .4 91.5 57.9 384
1967 227.4 85.5 36.8 349
1968 230.4 98.6 51.0 380
1969 244.7 122.7 56.5 423
1970 243.8 131.7 67.2 442
1971 368.2 124.1 50.7 543
1972 473.6 101.3 52.0 626
1973 621.7 134.9 59.6 816
1974 920.9 190.5 71.7 1183
1975 2612.8 415.8 126.3 3154
1976 2925.3 1397.7 156.7 4479
1977 1513.8 673 .8 125.7 2313

8

7
0
9
7
0
9
2
1
9
7
3

Source: Teba, Swaziland
1. First six months.
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Revised
Accrual

(1)

ESTIMATES OF BLS REVENUE SHARES USING 29% GROWTH RATE

Estimate 
by 29% 
increase 
Per annum 

(2)

Difference 
( 1-2 )
(3)

Actual
payment

(4)

Difference which
would have been 
paid if the estimate 
was thus made 
( 2-4)

1969/70 20 669 - - 16 926 -

1970/71 25 119 26 6631 1 544 16 016 10 647
1971/72 34 393 34 393 313 22 707 11 689
1972/73 43 172 41 798 1 374 29 701 12 097
1973/74 46 055 57 751 11 696 48 876 8 875
1974/75 43 883 71 838 27 955 66 373 5 465
1975/76 71 394 76 635 5 241 57 913 18 722
1976/77 100 061 73 021 27 040 51 108 21 913
1977/78 155 843 118 800 35 849 104 900 13 900
1978/79 181 810 166 502 15 308 162 641 3 861

DTAL . -

—
33 448 107 169

1979/80 197 683 ... . 228 681 - 30 998
.980/81 302 532 ... . 260 080 - 42 452

Source: CPDO (World Bank/UNDP Study).

1/ Based on 1969/70 figure.
4
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REVENUE ACCRUALS TO BLS COUNTRIES 
(RFINAL ADJUSTMENT FOR THE FISCAL YEAR CONCERNED 1/

1969/70 - 1978/79 (in thousands of Rands)

T. 7

Year B L S BLS Totâ

1969/70 5,417 5,294 7,069 17,780
1970/71 8,772 7,643 8,684 25,099
1971/72 12,780 10,055 11,871 34,706
1972/73 19,542 10,476 13,154 43,172
1973/74 19,074 12,640 14,341 46,055
1974/75 17,623 12,422 13,838 43,883
1975/76 25,756 21,753 23,885 71,394
1976/77 24,543 33,411 33,051 101,005
1977/78 56,269 48,139 51,435 155,843
1978/79IL 68,886 52,948 59,976 181,810

1/ the final revenue accrual, for the year concerned as calcualted by Eq. 
according to section (2) of Article (14) of the SACU agreement

s

2/ Provisional

Source: CPDO (World Bank/UNDP Study).
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REVENUE FORMULA FIGURES: NUMERATOR VALUES FOR BLS 
COUNTRIES (Imports plus local excisable &. sales 
duty goods value plus duties on them)

1969/70 - 1978/79 (ROOO'S)

Pool (cif)
Denominator Revenue (Net) Imports into

YEAR 2/ B L S a SACU 5/

1969/70 37,173 36,329 48,510 4,396,380 640,654
1970/71 45,401 39,559 44,946 5,448,867 747,291 2,943,832
1971/72 60,752 47,799 56,240 5,798,879 859,059 3,075,034
1972/73 97,800 52,432 65,832 6,142,164 864,305 3,124,373
1973/74 105,275 69,763 79,152 7,922,933 1,010,920 4,178,993
1974/75 125,124 88,201 98,249 : 11,227,729 1,113,625 6,633,580
1975/76 158,742 134,068 147,208 12,668,278 1,447,491 7,286,123
1976/77 187,354 181,217 179,266 13,274,767 1,723,576 7,245,007
1977/78 240,231 205,520 219,591 13,884,533 2,290,244 6,918,914
1978/791/ 327,045 251,378 284,746 15,144,212 2,246,371 8,158,775

1/ Figures used in the final calculation (adjustment) of revenue shares 
2/ Numerator figures derived using finalized revenue accruals 
3/ Provisional (First adjustment)
4/ Excluding refunds from voted funds
5/ Less re-exports and less items 412.11 & 412.12 (excluding duties).

Source: CPDO (World Bank/UNDP Study)
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DUTIES COLLECTED WITHIN BOTSWANA, 1980 - 1981 
(ROOO'S)

Duty Category 1980 1981

Customs duty - general Imports 996.7 1,469.1
Customs duty - Spirits - -

Customs duty - petroleum products 71.4 44.3
Customs duty - Imports from S.A. 26.9 11.4
Excise duty - general 65.5 204.7
Excise duty Sprits 1,219.2 2,385.5
Excise duty - petroleum products 4,749.8 3,506.4
Excise duty - traditional beer - -

Excise duty - beer 3,456.7 3,568.4
Excise duty - Imports from S.A. - 1.7
Ad Valorem - General Imports 17.9 67.0
Ad Valorem - Botswana prod, goods 4.3 -

Sales duty - general 0.8 1.4
Sales duty - Imports from S.A. - -

Additional Customs duty 39.8 30.6
Surcharge 493.5 5.5

Total 11,143.2 11,296.3

Source: External Trade Statistics, CSO, Rep. of Botswana, 1981
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DUTIES COLLECTED FOR THE CUSTOMS 
POOL, LESOTHO 1980/81 

(ROOO'S)

DUTY CATECORY AMOUNT

Customs Duty 25.1
Surcharge 1.7
Excise Duty-diesel 411.9
Excise Duty-liquor 3,595.0
Ad Valorem Excise duty-local 11.7
Ad Valorem Excise duty-Imports 0.7

Total 4,046.1

Source: Foreign Trade Statistics, Dept of Customs and Excise, 1981.
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MONEY SUPPLY IN BLS COUNTRIES 
(Rmillion - end of Period)

Currency
in

Circulation 
Year (1)

Demand
Deposits

(2)

Ml

(3)=(l)+(2)

Savings
Deposits

(4)

M2

(5)=(3)+(4)

Notice 
Dand time 
Deposits 

(6)

M3

(7) = (5M6)

Botswana:

1977 12.6
1978 14.9
1979 18.8
1980 24.7
1981 29.7
1982 29.0

38.0 
37.5
43.0
55.1 
73.9
97.2

50.6
52.4
61.8
79.8
103.6
126.2

14.3 
15.9
19.3
25.3
31.7
36.8

64.9
68.3
81.1
105.1
135.3
163.0

45.8
35.9 
86.6
125.7
76.6
74.0

110.7
104.2
167.7
230.2 
211.9 
237.0

Lesotho

1978
1979
1980 6.93
1981 10.63
1982 17.77 
19831 18.86

36.16
49.17
57.17 
60.52 
77.25 
77.84

28.08
39.82
48.48
58.62
77.18
82.98

23.53
27.16
34.20
41.91
48.43
53.02

51.61
66.98
82.68
100.53
125.61
136.00

24.51
28.94
34.45
44.38
59.81
64.49

83.20
105.27
132.70
157.44
203.26
214.21

Swaziland:

1975 5.1
1976 6.5
1977 7.3
1978 8.9
1979 9.6
1980 11.9
1981 14.4■v o r ?. 1 ^  _ n

18.2
22.2
20.7
27.7 
30.6 
38.0 
3 6 . 9A-r. 1

23.3
28.7
28.0
36.6
40.2 
49.9
5 1 . 3-i

9.9
12.1
13.4
15.7
17.7
21.4
2 5 . 7TO

33.2
40.8 
41.4
52.3
57.9
71.3
7 7 . 0

28.3
36.3 
48.1
62.3 
59.7
62.4
6 4 . 5

61.5 
77.1
89.5
114.6
117.6
133.7 141.5
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SECTORAL DISTRIBUTION OF COMMERCIAL
BANK LENDING IN BOTSWANA 1976 - 1982

(R million)^

Sector 1976 1977 1978 1979 1980 1981 1982

Agriculture 13.1 18.9 18.3 15.0 16.7 17.7 16.2
Mining 21.3 24.2 23.1 28.5 30.0 36.0 20.7
Manufacturing 3.8 3.3 2.6 3.4 4.6 5.4 6.9
Electricity &. Water 0.2 0.2 0.2 1.0 0,1 0.2 2.3
Construction 6.4 5.3 5.7 4.1 4.1 6.5 9.5
Commerce 5.8 8.2 7.7 8.3 11.8 30.0 40.5
Transport 0.6 0.7 1.3 2.4 2.3 7.3 5.0
Non-bank Finance 1.5 1.0 0.7 1.8 1.8 4.2 2.3
Personal 9.5 7.0 10.5 11.4 17.1 27.6 30.0
Other3 3.0 0.9 4.3 2.1 2.8 5.9 9.0

Total 65.2 69.7 74.5 78.0 91.3 140.8 142.4

Source: Bank of Botswana Annual Report, 1982.

1. Excludes both Central and Local Government.
2. Both households and business services.
3. Includes Parastatals.

y
i
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SECTORAL DISTRIBUTION OF COMMERCIAL
BANK LENDING IN SWAZILAND, 1975 -

1983 (R million)

Sector 1975 1976 1977 1978 1979 1980 1981 1982 1983

Agriculture 20.3 17.4 18.8 13.5 15.2 19.2 20.3 20.0 24.3
Mining 0.3 0.1 0.1 - - 0.1 2.6 6.2 3.8
Manufacturing! 5.4 7.6 10.1 30.7 32.1 26.4 48.5 47.7 67.5
Construction 0.8 0.4 0.9 3.6 4.6 4.1 4.3 5.5 7.6
Commerce 4.1 5.5 5.0 6.4 9.3 13.6 9.8 12.4 12.7
Transport - - - 4.7 7.1 7.4 5.9 5.8 5.8
Personal2 0.8 0.6 0.4 1.0 0.9 0.8 2.3 1.4 2.3
Other 2.6 4.0 3.3 1.2 1.3 2.1 7.1 10.1 12.0
Total 34.3 35.6 38.6 61.1 70.5 73.7 100.8 109.1 136.0

Source: Central Bank of Swaziland Quarterly Review, June 1983.

1. Includes timber processing which, until March, 1978 was included under Agriculture.
2. Community, social and personal services.
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SECTORAL DISTRIBUTION OF COMMERCIAL
BANK LENDING IN LESOTHO, 1978 - 1983 (M million)

Sector 1978 1979 1980 1981 1982 1983*

Agriculture .23 .10 .29 .88 .31 3.04
Mining and Quarrying .09 .01 .04 2.56 4.98 .59
Manufacturing .56 .45 1.08 2.95 4.08 4.21
Electricity and Water .72 .57 .61 .46 2.10 1.75
Construction 4.59 4.26 4.09 5.05 2.68 2.20
Commerce 11.60 13.43 10.37 18.61 23.89 24.09
Transport 1.53 1.43 1.32 1.56 2.41 2.35
Non-bank Finance .12 .88 1.23 1.72 1.86 1.59
Personal 1.16 1.17 1.36 1.31 1.77 .77
Total 20.60 22.30 20.39 35.10 43.08 40.59

Source: Central Bank of Lesotho Quarterly Review, March 1983.

1. First Quarter.
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SOURCE OF COMMERCIAL BANK DEPOSITS BLS - (Rmillion)

Year Government Parastatals Business Households Total

Botswana (1) (2) (3) (4) (5)

1976 25.0 26.4 25.2 23.5 100.1
1977 18.9 23.4 35.1 23.6 101.1
1978 7.7 17.1 47.6. 29.2 101.7
1979 6.5 19.0 51.2 34.4 111.2
1980 16.3 15.6 63.2 41.0 136.1
1981 11.1 31.8 72.7 51.7 167.3
1982 11.4 31.7 97.7 61.2 2 0 2 . 0

Lesotho (3) and (4)

1978 7.09 5.80 54.79 67.681
1979 9.36 7.13 69.14 85.63
1980 15.57 2.83 83.23 101.63
1981 12.41 .7.37 92.90 112.68
1982 12.47 17.53 101.17 131-.17
19832 9.19 21.79 107.96 138.94

Swaziland:_ 3

1977 6.7 6.0 48.4 21.6 82.7
1978 9.6 27.8 39.0 ) 38.3 114.7
1979 16.8 14.1 57.9 35.3 124.1
1980 17.9 20.3 58.7 40.9 137.8
1981 25.7 20.7 58.2 50.4 150.0
1982 23.8 24.8 56.7 60.4 165.7
1983 22.6 23.3 46.9 65.9 158.7

Source: Quarterly Reviews of Central Banks of Lesotho and Swaziland, Bank of Botswana Annual Report.
1. Excludes deferred pay. 2. March, 1983. 3. Local Government included under Parastatals.
4. June. 1983.
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