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BEYOND THE DIALOGUE OF THE DEAF: 

On nationalising mines and building a prosperous, cohesive South 

African nation 

 

Outline of a presentation by Bobby Godsell at an AGA seminar on  

Nationalising mines.  Johannesburg 1st November 2011 

 
My proposition 

 

My purpose today is to advance the following proposition:  that the proposal to 

nationalise mines is an unhelpful answer to an urgent and vital group of questions; 

And that in the interests of all South Africans we need to recast this debate in 

more constructive terms. 

 

I will attempt to make this argument in the following way: 

Firstly I will indicate why I think the debate around nationalisation arises out of 

a vital set of questions, which demand urgent answers; 

Secondly I will argue why I think the proposal to nationalise mines is an unhelpful 

answer to these questions; and 

Thirdly I will suggest how this debate might be recast in a way that will better 

serve this and future generations of South Africans. 
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The vital questions 

 

The proposal by the ANC Youth League that our government should nationalise the 

South African mining industry arises from the reality, to use Youth League language 

of the economic unfreedom of so many millions of South Africans today. And the 

challenge they pose is how to change this unfreedom to freedom.  The Youth League 

is not in any sense alone in posing this challenge.  Let me quote from the 

Diagnostic Report of the National Planning Commission, released on 9
th
 June this 

year. 

 

“The continued social and economic exclusion of millions of South Africans, 

reflected in high levels of poverty and inequality, is our biggest challenge.”  

 

The Commission went on to note that currently only 41 out of 100 South Africans 

between the ages of 15 and 65 were economically active.  That in 2005 the poorest 

20% of our population earned 2.3% of the national income, and the richest 20% 

nearly 70%, giving our country in the commonly used measure of inequality, a gini 

coefficient of .7, one of the highest in the world. 

 

And South Africans need neither the ANC Youth League, nor the National Planning 

Commission to convince them of this social, economic and political crisis.  The 

evidence of our eyes each day tells us this is so.   The men waiting forlornly for 

casual work at intersections all over this city.  The beggars who challenge our 

character at each traffic light.  The desperation of so many black parents to find 

work for sons, daughters, brothers and sisters.  The lack of nutrition that stunts 



 3 

brain development in the very young, and prevents effective learning in the 

slightly older. 

 

Surely there can be very, very few South Africans of any race, class or gender who 

do not understand the urgent need to address poverty and inequality in our society. 

 

Why nationalising the mines is an unhelpful answer 

 

If then we must clearly not only concede but indeed embrace the urgent challenge to 

both our economic and social order why does the Youth League proposed solution fall 

short? 

 

The focus on state versus private ownership of assets makes little sense in the 

context of contemporary times, for at least two reasons. 

 

The state is a poor source of capital 

 

In the early stages of industrial capitalism capital was accumulated by a handful 

of rich individuals, concentrated in individually owned corporations and banks. 

These individuals, and individually owned corporations and banks dominated both the 

ownership and control of national economies. 

 

In mature industrial and post-industrial societies the accumulation of capital has 

a quite different character.   By far the greatest source of capital accumulation, 

North and South, East and West, developed and developing world is the pool of 

contractual savings of working men and women: their pension and provident funds, 
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their life insurance policies.   This is the capital that has funded growth over at 

least the last half century. 

 

A part (often as much as 20%) of the current earnings of working men and women 

around the world, and also in South Africa, is set aside to meet future needs.  

These savings are invested in new or expanded economic activity in order to ensure 

that this wealth grows, as least at the rate of inflation.  This “people’s 

capitalism” provide simultanouesly for individual future needs, and for the 

immediate growth of our poductive economy. 

 

In contrast virtually all of the 200 or so national governments in the world 

operate a form of “cash book” accounting.  Their accounts consist essentially of 

revenue collected in the current year, and expenditure incurred.   And in at least 

90% of the cases these annual or current year expenditures exceed current revenue.  

For example in our country’s current financial year expenditure is set to exceed 

revenue by some 142 billion Rands.Governments also accumulate large amounts of 

public debt.  In 2009 for example the debt of the South African government was 23% 

of Gross Domestic Product (that is the total of all economic activity in the 

country for this year).  This is projected to rise to 40% of GDP by 2015.   Of 

course all debt comes at a cost.  This year the SA government will spend R76 

billion on servicing its debt, more than the police budget for the year. 

 

Governments therefore do not accumulate capital, and are not able to invest in 

long-term economic growth. 
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This point is anything but academic.  In 2009 the South Africa mining industry 

invested some R51 billion in capital expenditure in order both to sustain existing 

levels of mining and also to expand mining into the future. This was more than 

twice the R25 billion paid to the private owners of the mines in the form of 

dividends.   Had the mines been owned by the state, and assuming the same level of 

investment, R25 billion would have had to be raised from other tax receipts to keep 

the mining industry both open for business today and ready to grow in the future. 

 

The difficulty government has in funding new infrastructure and the effective 

maintenance or replacement of existing infrastructure in regard to electricity, 

ports, airports, road and rail transport further illustrates this point. 

 

 

The modern state is a more effective regulator than owner 

 

If the growth of advanced and even post capitalism society has produced new sources 

of capital it has also produced government much more able to regulate most aspects 

of modern life, including the economy. 

 

The ANC Youth League march for economic freedom last Thursday delivered a 

memorandum to the Chamber of Mines that made 12 demands.  8 of these 12 demands can 

be effected through government regulation, and certainly do not require government 

ownership. These are: 

• Beneficiation 

• Education and skills 
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• Better safety 

• Better salaries and working conditions 

• Mining company investment in local communities 

• Local procurement 

• Social and labour plans 

• Occupational disease compensation 

Indeed regulation is in place in seven of these areas already, and legislation is 

at an advanced stage in the eight (beneficiation). 

 

What of the other four?  Three deal with the act of nationalisation itself: 

• That the mines should be nationalised to at least 60% 

• That the constitution should be amended to not require compensation; and 

• That Mining Capital should stop threatening disinvestment. 

 

The last demand will also require regulatory enforcement, whoever owns the mines.  

This calls for the realignment of industrial policy so as to guide beneficiation 

and industrialisation. 

 

My point here is not to contest these demands but rather to indicate that the 

modern state possesses the regulatory powers to achieve these objectives without 

needed to own large sections of the economy. 
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An immediate retort might be that the existing regulation has not worked. I don’t 

believe that the evidence indicates this.  For example the Mining Charter sets 

targets for mining companies in regard to: 

• The racial diversity of their ownership 

• Procurement of capital goods, services and consumables 

• Race and gender diversity in senior, middle and junior management as well as 

amongst those employees with core and critical skills 

• Expenditure levels on skills training 

• Employee accommodation levels. 

Amongst other issues. Concrete targets have been set in each of these areas, and 

companies are required to report to the Department of Mineral Resources on a 

regular basis.   It is my belief that most large mining companies are well on track 

to meet these targets.  It would assist the public debate about progress in the 

mining sectors if companies would include in their now integrated annual reports 

the concrete progress they have made in terms of the mining charter. 

 

Clearly where progress is not being made government, unions and the employers need 

to determine why and how to fix this. 

 

Beyond the dialogue of the deaf 

 

The debate around nationalising the mines, the banks and other parts of our 

national economy has so far generated much more heat than light.  Can it be recast? 
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Why doesn’t our very robust nation get into conversation about crafting a different 

future?  Can we agree targets for much lower levels of economic exclusion in ten 

and twenty years time?  If only 41 out of 100 adult South Africans are economically 

active today what could that number be in 2021 and 2031?  Can we debate and agree a 

target to reduce the levels of poverty, which using the poverty line of R524 per 

month, at 48% of the population to a much lower level in 2021 and 2031?  And can we 

target much greater equality, reducing the .7 gini co-efficient by as much as 

Brazil has recently? 

 

It is vital to set and then meet these targets.   It is equally vital that 

government, business, labour and indeed the citizenry at large understand that we 

will not come close to meeting these targets without sustained and vigorous rates 

of economic growth. Indeed to increase inclusion and cohesion in this way we will 

have to at least double the size of our economy over then next twenty years.  If we 

sustain an annual growth rate of around 5.5% for that period this is possible. 

 

Inclusive growth will need both new leadership and new relationships.  Business and 

labour need to negotiate not only about annual wage increases but also about real 

plans to double the size of the company or industrial sector over the longer term:  

greater efficiency, more employment, better service, better products.  That is 

developmental industrial relations.   

 

In the end one rather simple mind-set shift is needed.   No economic freedom for 

all without dramatic economic growth.  No sustained economic growth without much 

greater economic freedom for all.   It is as simple as that. 
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South Africans too often think they are unique.  Both uniquely good and unique bad.  

In fact the problems of social cohesion and economic prosperity are not in any way 

confined to these shores.  I want to conclude with a rather long quote from the 

lead article from the current edition of the US journal Foreign Affairs.  The 

article is written by the journalist George Parker and is entitled “The Broken 

Contract: Inequality and American decline”. Listen to his concluding words about 

this global super power. 

 

“In the meantime, inequality will continue to mock the America promise of 

opportunity for all.  Inequality creates a lopsided economy, which leave the rich 

with so much money that they can binge on speculation, and leaves the middle class 

without enough money to buy the things they think they deserve, which leads them to 

borrow and go into debt.   These were among the long-term causes of the financial 

crisis and the great Recession. Inequality hardens society into a class system, 

imprisoning people in the circumstances of their birth – a rebuke to the very idea 

of the American dream.  Inequality divides us from one another in schools, in 

neighbourhoods, at work, on airplanes, in hospitals, in what we eat, in the 

conditions of our bodies, in what we think, in our children’s futures, in how we 

die.  Inequality makes it harder to imagine the lives of others – which is one 

reason why the fate of over 14 million more or less permanently unemployed 

Americans leaves so little impression in the country’s political and media 

capitals. In equality corrodes trust among fellow citizens, making it seem as if 

the game is rigged.  Inequality corrodes a generalized anger that finds targets 

where it can – immigrants, foreign countries, American elites, government in all 

forms – and it rewards demagogues while discrediting reformers.  Inequality saps 
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the will to conceive of ambitious solutions to large collective problems, because 

those problems no longer seem very collective.  Inequality undermines democracy.” 

 

I believe that we South Africans can do better than this. 

 

Thank you. 

 

 

 

 

 

 

 

 


