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I am sure that we agree that globalisation has is a phenomenon that is more than trade between and within nations; that it goes beyond capital mobility, the global interconnectedness of business and the wonders of instantaneous information and communication technologies. 

I have no doubt that we are all of the view that globalisation should be a catalyst for the advancement of humanity and the improvement of the human condition in every part of the world. That it has to embrace all the positive attributes of our own Ubuntu but at the global level. 

This is necessary so that we can infuse into the process of globalisation a continuous struggle for global responsibility, global solidarity and the preparedness to serve and sacrifice for the common good.

We have the responsibility to ensure that the rules that govern globalisation are fair and benefit, not only the advanced industrial countries, but all countries, big and small. 

For globalisation and economic growth to ensure social justice, it should not only advance material values, but other important values such as a concern for the environment, for life itself and for morally correct conduct.

For us Africans to reclaim our own identity, we should resist a globalisation process that takes away our sovereignty, our democracy and our right and ability to make our own decisions. 

If we are to have a globalisation process that promotes social justice, then globalisation should recognise our culture, our right to determine our economic policies and other aspects of our lives.      

To have agreement on these few matters that I have stated and on some others that we are still to reflect on, we obviously require on-going social dialogue, as different social sectors, as different organisations and as individual citizens who have something to contribute towards a non-racial, non-sexist and prosperous South Africa that truly belongs to all of us in our diversity. 

As we speak, a better part of the world and the major modern economies are in a recession. Yet, in what economist, Joseph Stiglitz called the roaring nineties, and in the book of the same name he described how complacent and triumphalist the dominant economies have been. He says that:

“ In the roaring nineties, growth soared to levels not seen in a generation. Newspaper articles and experts proclaimed that there was a New economy, that recessions were a thing of the past and that globalisation was going to bring prosperity to the whole world. But toward the end of the decade, what seemed to be the dawn of a new era began to look more and more like one of those short bursts of economic activity, or hyperactivity, inevitably followed by a bust, which had marked capitalism for two hundred years. Except this time, the bubble – the boom in both the economy and the stock market – was greater, and so too were its consequences.”

With the benefit of hindsight the economic challenges to which Stiglitz was referring were mild compared to the turmoil that we are facing today.

2008 was a year that contemporary economic history will always refer to. At the beginning of the year, fears of recession were becoming more pronounced as the last quarter of 2007 released poor statistics. The banking crisis had impacted upon the U.S. economy, thereby weakening the dollar substantially. Euro area and the U.K. economies were moderate and seemingly not as seriously affected by the wobbling markets as was the U.S. economy. 
By the third quarter of 2008, fears of recession were no longer fears but a reality. Economic indicators and surveys confirmed that the U.S. economy receded. Consumers’ financial well-being continued to be undermined as housing and equity wealth declined further. U.S. economic growth slumped to -0.3% q-q in the third quarter indicating the impact of the financial crisis. Unemployment rate in the U.S. increased by 6.5% in September from a four year high of 5.7% in July and more jobs were expected to be shed in the future. 

The credit crisis spilled from the U.S. over to other economies. Euro area was not spared by the crisis as its economy dipped for two consecutive quarters at -0.5% q-q and -0.3% respectively. Sentiment indicators dropped sharply suggesting further deterioration in domestic demand in member countries. The Japanese economy was not immune to the credit crunch as it started collapsing in the second quarter already. The revised figures indicated a deceleration in GDP growth of -0.75% in the second quarter from -0.60% previously released. As a result of consumption demand slowing globally, Brent crude oil price dropped gradually from $139.8 in June to $97.0 in September and further to $55.0 in November. This resulted in inflation peaking in August around the globe and starting a downward trend from September. It is amazing how in a period of 3 quarters, the concern of rising inflation faded as worries of a growth slump dominated.

It is in times like these that we all look at different policies to help with the situation. Monetary authorities were therefore steered away from increasing interest rates as inflation peaked and economic growth faltered. The American Federal reserve bank had started cutting their policy rate in October 2007 already and by January had cut by cumulative 175 basis points (1,75%). In October 2008, the banking crisis forced monetary authorities to co-ordinate their actions resulting in three Central Banks cutting their policy rates on the same day. The Euro repo was cut to 3.25%, Fed funds further to 1.00% and Japanese policy rate to 0.30%.  Continuous easing of rates pushed fed rate to be at its lowest level of 0.25%, Euro repo at 2.0% and UK policy rate at 1.00% by January 2009.    

On the fiscal side, the US government initially injected as much as $150bn stimulus in the form of tax cuts to fight the recession and other economies followed suit. Thus far, more than a trillion U.S. dollars in total has been pumped into the financial sector to stimulate the economy but the consequences will be felt in the medium to long term.   
Emerging markets remained vulnerable to external developments depending on the number of factors that affect them individually. As global growth declines, domestic markets will weaken and trade linkages will become more prominent. There will pressure on bank balance sheets which will lead to capital outflows resulting from the process of de-leveraging in global financial institutions. 
The fall in commodity prices is worse than initially anticipated and impacting negatively on the commodity exporting countries. Overall, growth projections are now tilted to the downside especially in the more open economies; nonetheless emerging markets fared much better than developed economies. 
These developments cause us to believe that;

· 2008 has been a year of phenomenal change in the global economic landscape
· A chain from over leverage to liquidity crisis to systemic crisis has developed into a global macro slowdown 

· In the new era that is being ushered there will be more caution: lower leverage, lower risk and lower profitability

· Expansion and risk appetite will return over time but is unlikely to be the same again
Although we find the rating agencies downgrading South Africa’s credit ratings, we were less directly affected by the global banking crisis. Exchange controls partly helped limit our exposure to foreign banks while the National Credit Act helped prevent what started the crisis in the U.S. “wreckless lending”. It is for these reasons that the South African Reserve Bank did not find itself slashing the Repo rate like their global counterparts, while national treasury was also saved from dishing out money to help alleviate bank credit problems.   

The economy is sliding fast and policies need to be coordinated to save it. It is important to note that whatever policies are implemented in the domestic economy, they are mainly for stimulating the economy and will therefore be different from global ones. The SARB has started stimulating consumer demand by cutting lending rates by 50 and 100 basis points (i.e. 0.5% and 1%) in December and February respectively, with more rate cuts in the pipeline.   

In his speech, the minister of finance mentioned that there are five pillars that guided this year’s budget namely: protecting the poor, sustaining employment growth, expanding training opportunities, building economic capacity and promoting investment.  For the past two fiscal years, treasury has run a budget surplus and there were comments from the unions that people are poor while the government runs a budget surplus. Of course, the current economic downturn could not have been projected, but it is in times like these that we see the importance of running a surplus. This has enabled the minister to present a slightly stimulatory budget than was widely anticipated, taking the budget deficit to 3.8% of GDP. Indeed this shortfall is large compared to the previous years but it should be seen as countercyclical fiscal policy that treasury has run in the past years which is “to run a surplus in times of strong growth in order to afford more expansionary budget when the economy is suffocating. In layman’s terms, “save a few rands when the bonuses are good in order to maintain your lifestyle during bad times”. 

GDP growth for 2008 is expected to average 3.1%, revised downwards from the 4.0% initially forecasted in February, with further deceleration to 1.2% in 2009.  Since companies and consumers had a rough ride in 2008, tax revenues are bound to be lower than initially budgeted for, a figure of R14.4bn to be precise. Total expenditure for 2008/09 is R721bn against revenue of R698bn (deficit – R23bn) and for 2009/10 expenditure of R834.3bn against revenue of R740.4bn (deficit – R93.9bn). The deficit means government will have to borrow significantly in the domestic capital markets, thereby raising public debt to 27.4% of GDP in 2011/12 up from 22.6% in 2008/09.  

A large portion of increased spending is dedicated to the public sector infrastructure spending which is expected to increase by R787bn over the next three years, roughly 9.7% of GDP. As private investment is projected to weaken this year, investment spending by the government is seen as part of strengthening the already weak economy. In supporting the poor, a substantial amount of money is allocated to social grants programs while disability, old age and care dependency grants will be increased from April. 

In light of the revised revenue estimates, tax relief should be less than the previous years. As usual lower income earners receive the bulk of tax relief; therefore people earning an annual taxable income less than R150 000 per annum will, for example, receive 45% of the relief.

In conclusion, both the tax and expenditure proposals are aimed at reviving the economy. These fiscal measures combined with expected rate cuts will prevent the South African economy from suffering the severe pain being experienced by the global economies.

The critical question for us as Africans, is “what is the implication of this pain that is being suffered by the global economy for the African continent?”

Many of us would be aware of the constant complains, on the African continent about the marginalisation of our continent.
We have seen in many developing countries (mainly in Africa), especially after the end of the Cold War, the emergence of policies that are based on the prescriptions from the multilateral development finance –especially the Bretton Woods- institutions and the imposition of these without any attempt to engage national social partners.

The consequence of all these developments, at global, continental and national levels, has been growing levels of poverty, increasing disparities between the rich and the poor, disjuncture between government, business, labour and other organs of civil society, leading in some instances, to incidents of social unrest and strife.

The recent events in the world, of financial crises of monumental proportions, have important lessons for all of us. One inescapable and I am sure, a lesson that would be enduring, is that, in South Africa, we need a strong developmental state for business to thrive, for markets to be stable, for development and prosperity and a better life for all to be the characteristics of our country.

I think it is always important to remember that each partner in the social contract has roles and responsibilities for us as a country to succeed. While this is not a forum to examine whether each partner plays their role as they should, I would like to emphasise the importance of the role that the state should play in leading all of us as we navigate the rough seas of globilisation, growth and social justice. 

Perhaps, Chairperson, there should be a special session where we come to examine whether each partner plays the role they should to ensure speedy shared economic growth and then advice each other as to what should be done to improve areas where we are falling behind.   

Again, let me quote Joseph Stiglitz because he gives us some concrete examples on the matter of the role, especially of government in the development and growth of our economy. In his latest book, Making Globalisation Work, he says that:

“ Advances in economic theory in the 1970’s and 1980’s illuminated the limits of markets, they showed that unfettered markets do not lead to economic efficiency whenever information is imperfect or markets are missing. And information is always imperfect and markets are always incomplete. Nor do markets, by themselves, necessary lead to economic efficiency when the task of a country is to absorb new technology, to close the “knowledge gap”: a central feature of development.”

Stiglitz further says that:

“While it is difficult for economists to perform experiments to test their theories, as a chemist or a physicist might, the world provides a vast array of natural experiments as dozens of countries try different strategies. …what is clear, however, is that there have been marked differences in performance, that the most successful countries have been those in Asia, and that in most of the Asian countries, government played a very active role. As we look more carefully at the effects of particular policies, these conclusions are reinforced: there is remarkable congruence between what economic theory says government should do and what the East Asian governments actually did. By the same token, the economic theories based on imperfect information and incomplete risk markets that predicted that the free flow of short-term capital – a key feature of market fundamentalist policies – would produce not growth but instability have also been borne out.” (P29)

Our social dialogue has to learn from what has happened in the world on all matters that confront us as a nation. The important message here is that the state has to play a central and strategic role in the economy of the country. This goes beyond the narrow confines of a regulatory role.

A Tanzanian, Jwani Mwaikusa, wrote a poem titled; “I am a Fighter”.  In it he proclaims that;

I was once a fighter

A fighter of great prowess

A fighter of great caliber

I am a fighter! I shouted

And before I had realized it

I had won the fight.

My opponents gave way

And surrended with fear

“You have won”, they said.

And grim faced, they left.

Without another glance at me, they saw the fighter.

Carried shoulder high by cheering supporters.

“I am a fighter!” I shouted

But there was nobody to fight

So I had to relax

But how can a fighter relax

Except by fighting?

How can a killer repose

Except by killing?

How can a dancer recreate

Except by dancing?

I had to relax too.

I had to repose

I had to recreate.

“I am a fighter!” I shouted

But enemies were no longer there.

They had long joined the mocking audience

Looking at me with nobody to fight

So

I turned grimly to my supporters

Holding me high in worship

“I am a fighter!” I declared to them.

I am genuinely concerned that sometimes we pretend that the poor and their plight do not exist. That we fight amongst ourselves. We have forgotten that uniting and transforming our country is the primary task of the generation sitting in this room tonight. Sometimes, we actively assist the enemies of transformation and progress in our country by fighting amongst ourselves.  Because we are fighters, we think the fight is over, and there is no one to fight, we now turn on ourselves.  We turn grimly to our supporters and comrades and we declare to them, “I am a fighter!” 

And yet, with the problems that are confronting us today, we could channel this fighting energy to resolve in a positive manner the problems that confront our economy, the problems that confront poor people and the problems that impede the transformation of our economy.

But all is not dark and gloom.  I am convinced that Africa will see her renaissance. Yesterday Trevor Manuel reminded us of Nelson Mandela’s release from prison in February 1990.  Perhaps inspired by this momentous occasion when African perseverance overcame adversity, injustice, oppression and hate, Ben Okri wrote a poem in February 1990 titled an African elegy;
We are the miracles that God made

To taste the bitter fruit of Time.

We are precious.

And one day our suffering

Will turn into the wonders of the earth.

There are things that burn me now.

Which turn golden when I am happy.

Do you see the mystery of our pain?

That we bear the poverty

And are able to sing and dream sweet things.

And that we never curse the air when it is warm

Or the fruit when it tastes so good

Or the lights that bounce gently on the waters?

We bless the things even in our pain.

We bless them in silence.

That is why our music is so sweet.

It makes the air remember.

There are secret miracles at work

That only Time will bring forth.

I too have heard the dead singing.

And they tell me that

This life is good

They tell me to live it gently

With fire, and always with hope.

There is wonder here

And there is surprise

In everything the unseen moves.

The ocean is full of songs.

The sky is not an enemy.

Destiny is our friend.

In these troubled times, Ben Okri remids us to live our lives gently, with fire and passion and always with hope.
Thank you.  
Brian Molefe
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