This report is based on the discussions and findings of the Study Committee on Japan's Official Development Assistance for
Southern African Countries organized by the Japan International Cooperation Agency] JCAL. The Views expressed in the report
are those of the members of the Study Committee and do not necessarily reflect those of JCA. This report can also be down-
loaded from JJCA Home Page. (http:// www.jica.go.jp/english-publication)

Additional copies of this report are available upon written request from:
First Research and Development Division
Institute for International Cooperation] IFICO
Japan International Cooperation Agency JICAO
10-5, Ichigaya Honmura-cho,
Shinjuku-ku, Tokyo 162-8433,
Japan






Volume Il. South Africa CMain Reports

Contents

B COMLENES .ottt i

m Members List of the Study COMMITLEE .......ccoeviiiiiiieeee e viii

B Members List of the Task FOICe .......ccoiiiiriiieeee e X

m Background and Outline of the Study Xii

m List of Contributors of the Study REPOIS ........ccoiveiieiiieeeere e Xiii

m Executive Summary — SOUth AfriCa— ....coouioiiiie e Xiv

B ADDIEVIBLIONS ... XXX

B Basic Concepts Of the REPOIT ..o e XXXi

B MaP Of SOULN ATFICA ...eieeieeeee e XXXiii
Part . Current Conditions and ProbIEMS ...t 1
Chapter 1. General REMAIKS .....cooiiieiest et b e b st s et b s bt ne et b st b e bt e b et e 1
1. South Africain the 1990s asaMagor TranSition PEriOd ...........oooiiririeienere e seene 1
2. TheMany Facets of South Africa as a Recipient of Japan’s Official Development ASSIStaNCe .......ccoeereeericcenene 1
Chapter 2. Politics and Public Administration in South Africa 3
1. Present State of Democratisation: General PolitiCal Trends .........c..cooeriiieinieee e 3
1-1  The 1999 generd election and the Mbeki adminiStration ...........ccccocvveirienciieie s 3
12  Genera political trends: AN GSSESSIMENT ......coiiiririeiree ettt e e e be e eseseesessesessesesesaeneeseseeneanan 3
1-3  Surgein crime and safety and security 5
14  Fina report of “ Truth and Reconciliation Commission” and future tasks ...........cccoeeeeieveivecciseieseseeseeeen 6
2. Present State of Public Administration and Administrative REFOINM ...........cooiiiiiiiiiiiee e 7
2=1  Central-leVEl FEFOM ...ttt ettt sttt e st e ae st e b e st e e ebeseene b ene e nen 7
2-2  Present state of provincia public adminiStration ............ccceeviiniieniei i 7
3. Relationship with Neighbouring COUNLITES ......c..coiiuiieiirieeeiireie et ee e seesesee e sae e e e se e ebe e saesee e sbeneeneseeseesens 8
4. Rel@ionShip WIth JADAN ......cccoiiiiiiee ettt b e se et e e e e e aese e e eaese e st s e eneebe s ebeseenesbeneenestnneasans 9
Chapter 3. ECONOMIC SITUBLION .....covriireriireeeeicesnere et n e e e e s er e e n s eee e s e nrns 11
1. Internationa Presence of the South African Economy .... 11
1-1  South Aricain WO ECONOMY ......ceiiiiiiiciesieieese ettt ettt s b ettt eebesbese b e seesesebesbenseteseenernen 11
12 South Africain AffiCaN COMOMY ..ottt a e et e et e bbb e e s se e ebesae e eseaeenenan 13
2. Present State Of ECONOMIY .....cooouiiieeiieirtereeteeeeteste et se e teae e s etese e e seeseeaeseeseseesesaeseeae b eseeaensebeseeaesbeneebesseneseenesseneenenen 13
2-1  Macroeconomic trends 14
Pz S - (0] 1 = 01 TSRS 16
2-3  International balance of PayMENLSIFENGS .......cccoeoiiieiee ettt e 21
2—4  EMPIOYMENEITENGS ....eciiveeieieietiieestet et ettt st e st e st e e s et et e s e e s beseebeseese b e e eaesseseebasenseseenesbaneenenes 23
3. Economic Policies and Devel OpmENt PrOgIaIMIMES ..........coooeerieirenieuereeesieesesesseseeseseesessesseneesessssesessessensesessssessens 25
3-1  Shift iN @CONOMIC POIICY ...eeiviiieiieieeiee ettt ettt et a e s b e e ae b e b be et e eeeae b esesbe e eneseenebeneenenes 25
32  Reconstruction and devel OPMENE PrOGraMIME ........cviueierereeiriesieeseeresteessesee e s sese e essessesestese s e saasessesesseseesenns 25
3-3  Growth, employment and redistribution — A mMacro-eCoNOMIC SIrAtEJY ......eeveeruererrereriererererereeseeeseeneseenes 28
A, DEVEIOPMENE ISSUES ...ceiieiueeetereeierteeeeiesteuestesestese e e steseaaeseeseseeseseaeasesseseeeemeeseneeaeseeseeaeseeaeaeaneseensebeneeseaeenesbensenssenneatens 28

4-1  High unemployment and safety and security problems — Can current palicies relieve the

01gTc a0To] oY o (OSSR 29
4-2  Industria policy and rural village creation — Struggle against Apartheid 1egacies .........ccoccovenriereicieccnne 33



Chapter 4. SOCial DEVEIOPMENT .......ciiiiiiieiite ettt bt e et et e e bt b e b se e bt e eb e e b e e b e ne e nene e e 36

1. Characterization of SOCIal DEVEIOPMENT .......coo ittt et re st e bbb e e s s abesae e ese e enenan 36
2. ATFITMBIIVE ACION ...ttt b bbbt b kb e bbbt s e st b b bt e et b ettt nb s 37
B T (VT £ TSSO 37
B N S 39
Chapter 5. Rural Development and Environment 41
1. Trendsin Agricultural Production ............ccccceeeeee 41
1-1  Roleof agriculturein national economy 41
1-2  Stagnation of agricultural ProAUCLION ..........ccccuiiiieiiiieieisiee ettt be e sbesasse e e e sbenean 41
1-3  Production output by sub-sector/product and Crop SWItCN .........c.eoioiieiirir e 41
1-4  Distribution of agricultural resources 43
1-5  Composition of agricultural producer in SOUth AfFiCa ......cccvciiieiieieccce e 43
16  Importation Of agriCUltUral PrOTUCES .........cocciiueireieeere ettt ee e e e et e e e s e et e s ae e eeeaeenenan 44
1-7  Significance of agriculture in SOUth AfFICA ......covciiieiiieiceee e st nan 45

2. Shiftin Agricultural policy and FULUrE DITECHIONS .........cevueiiieiiiesise sttt et na s 45
2-1  From protection t0 Market OFf€NEELION .........c.cooeirieerieieee ettt st s e s e e e e e b e e ne s 45
2-2  Position of agriculture in RDP and GEAR ........ccciiiiiiiiee sttt sttt abe e ne 46
2-3  Goasand measures of agricultural 1and POLICY .......ccccieiieiniiriceee et s 47
2-4  Agricultural marketing policy and reorganization of the domestic market ..o 48
2-5  Farmer organizations and agricultural co-operatives 48
26  Resource and environment POliCY iN @QIICUITUIE ........ccvciieeiriineie ettt st 49

3. Socia Aspects of Rural Areas and Reorganization DIFECHIONS .........ccoioeiericerieierereeeree e sesee e 50
31 DEFINItION OF FUFA @IEBS ....cvvieieiecieitiesriee et bbb ettt bt 50
3-2  Rura poverty and food supply 50
3-3  Traditional authority iN FUMAl @FEAS .......ceoeierieieieieie ettt st e e et e e seeneeeesenas 51
34 GENAEN ISSUE IN TUIEl BIEAS .....eeieeieiireiriee etttk st bbbttt b ettt 51
3-5  Casestudy of agricultural/rural development project for empowerment of rural women ..........ccccceevveenee 53
36  Agricultural research and EXTENSION .........coiiieirieeie ettt ese e e e bt e et e st ae e et e s be e eaeseeneseneeneaes 54
3-7 NGO activities geared towards rural deVEIOPMENL .........cccciieiiiiiiese e e 55
38 SOCia INfrastrUCIUNE IN TUIEl BIEES .......c.euieireiieient sttt bbbttt 55
39  Forestry and fisheries asbasiC rural INAUSITIES .........cooiiiieirieree et e 56

4. Basic Perspectives of and Recommendations for Agricultural/Rural Development ASSIStance .......cocceveevveeevieeenns 56
4-1  Basic perspectives of agricultural/rural development aSSISIANCE .......cvvveeviiiieeriii et 56
4-2  Recommendations on agricultural/rural development 8SSISLANCE ........coeoireeeererere e 57
Chapter 6. Urban Problemsin SOUth ATFICaA .......cceiiiiiiee e e 61
1. Urban Problems 61
2. Johannesburg as a“Megacity” 62
B T B o= T = o Y TSROSO 62
3-1  Inner city and the lIVING eNVIFONMENL ..........ccooiiiiiie et se e e e e e e ne e 62
32  Clustering of new industries 65

B G T 0o o o] o = OO SO S TSROSO 65
34 Foreign immigrantS o the CILIES .......ccouiiiie et e e e es 65
35  Street traders and MIGrant WOTKEFS .......cooiciiieiiiiiiceiiee et e e e st ss et ess e saesesr e sesesse e sreseeseseenes 66

4. Housing ISSUES iN Urban Planning .........ccccieiieiiiieiie ettt sa et st ebe e ese b e e senbasesbenensennans 67
4-1  Tradition of illegal haDItaliON ..ottt et eae e se e e ne e e st ne e 67
4-2  Politicized housing problems and actual POLICIES .......c.cvevieiiieiieieccee et 67



4-3  Commuting and urban tranSPOrt SYSEEMS ........ccvceiiririeirieieesiere e tese e st et se e s b esssse s sesee e sseseenesseseasans 69

5. Conclusion and Recommendations - Burying Urban DiStOrtioN ...........coccoeeoeorieieneinese e 70
Chapter 7. Health @and MEdiCal Care ...ttt b bbbkt b e b e s st e s 73
1. Health Sector and the Legacy of Apartheid 73
1-1  Overview of health SeCtor ..........ccuovvvenenee 73
12 Thewidegap in health SEANAAITS .........ccccveiieiii ettt e e nenen 73
1-3  Disparity in access to sanitation systems and medical faCilities .........coooierreirieineeee e 73

2 = T s Tl = 1 o) o TSRS 77
3. PUDIIC HOSPITAIS ...cveiceiiececeice ettt st ae e et e sa e st e s e e be s et e sa e s eesesseseebeneesaseseasenestenseneseeneatans 78
4. Healthand Medical Care SPENTING .......cccieoieieeeieeee et ese e e et e e aeseesesee e saeseesesseaeesesseseseenesseneenssenneasans 79
4-1  State of MEOICE FINBNCE ..ottt s 79
42 REVENUEIMEBSUIES ....cocuiiiiieiiiiiie ettt e b st b e a b n i 80
A3 SOCIE| INSUFBINCE ....eueeueeeieteeeieeeeueetestetee et te e eeeesse e et eteseeseseeseeseseeeemeeseeeeaeee et ebeneeneabeseeseaeesease st esensensensseeneasens 81

5. HEAIN INICAIONS ... b bbb bbb bbb bbb n b b en et nea 81
Lo N (V¥ Lo 1= L I T o (1= o] £SO 81
52  Family planning and reproductive NEAItN ... e 82

6. PrIVAE HEBITN SECLO .......cuiiiiiiiiicieicet bbb 82
7. Recommendations for Japan’'s Assistance in the Health SECLOr ..o 84
7-1  Toimprove and strengthen primary health care and public hospital ...........cooeoeriiriiiineie e 84
72  Partnership With SOUth ATFICA .....eciiiiiceeec ettt beseens 84
7-3  Focused assistance consistent with the health POlICY .......ccccovviciiiiici e 84
Chapter 8. Education and Human Resour ce DeVEIOPMENT .......cc.cireiiiiiiirieenei et 87
1. HiStoriCal BACKGIrOUNG .......c.cooiiiiiiieiiiicise sttt eae ettt b et se et e s b assebe st ase st e s beseesesseseabeseensetesnenennan 87
P2 o (8T (g = I = o g 1 TSRS 87
2-1  National policies 87
2-2  Curriculum 2005 88
2-3  Thediscrepancy between policy and implementation ..o e 88

3. State and Problems of EAUCaEioN and TraINING ......ccccovieiriinieiriiisiesieriseeeseeeesiesessesassesae e ssessesessesessesssesesssssesassens 89
3-1  Primary and SECONAary EUCALION ......cc.civieiiiirieiisietesiee et see it se et sa ettt be e se st e st be e etesbesenbeseenesbaneeseans 89
B & 1To 0= o (8o o] o OSSR 89
3-3  Adult basic education and trAINING ........ccccciereeiirieiiieriii e see et e st e e sese e beseesessesese e sreseereseenen 20
B VAo (Lo aT= N1 -1 011 o PSPPSR 20

4. Direction of Assistance for Education/Human Resource DevElOPMENL ..........ccoeereirireieneeeeseesee e 91
I = 7= = ol o 1= = o= 1 Y=< TSROSO PSTSTR 91
4-2  Recommendations for Japan’said apPrOaCh ........cccivieirieiiiiei e e ere 92
Chapter 9. INfrastrUCtUr@and ENEIQY .....coooo ittt r et nn e 94
T 0 0 OSSPSR 94
1-1  General trendS iN ENEIQY SECLOM ......o.eiiiiieiirierieieeeeieeter et te e eeesessess et see e stesaesesse e eseeeseseesesseseesensasesaeneesaaeenesnen 94
A 1= v Tl oo 1= TSRS 94

P2 I 1= oo 4 = o) o TSRS 96
271 ROBOS ...oouiiuiiteteieitte ettt bbb bbb e bbb e bbb e e b b E e £ A £ £ £ £ £ E £ £ttt 96
272 RAIWAEYS ooiviieiiiecieiee ettt sttt b et bt bea e Re bR e Rt et e R e Re £ Re et e st b enteReebe Rt eReeRe e benre e beneeneaee 97
2-3  POrtS@Nd NAIDOUS ......cocvieiieiiieecieis ettt 99
B2 NV - o o [OOSR 99




31 TEIECOMIMUNICBIIONS ....cvecvievierieriiteereere et estestesbestestesbesteeteetesseebe e s ess e benbenbanbesbesbesaesasessessassasseeebebesbesbesteseesteses 100

B 0 = [ < Vo TSR 101
4. WEES BNA SBNITALION ...euviiiieieiceri ettt b et bbb bt e b et st bttt b et e et 102
A1 WWELEN FESOUICES .....eviteeeuiteueeuertettesetnseas e st s sese st e s es e et e b es e eh e e b e e s et e b ea s eb e s e s e eE e e e b e e et e b e st en e ee e bt s et e be s eseenenenbeeren 102
4-2  \Waer SUPPIY N0 SEWETBOE ....eeeveeeeueeeueeierieueeeeesteeeuessesessesesseseesesseneesasseseseeneeseneesesseseesaessensenessensesessesessenenes 103
5. Recommendations for Aid in Infrastructure and ENergy SECLON .......cccoviieiiiieeniiiice e sre e enens 104
PArt 1. AT TIENAS ..ottt ettt b ettt bbb st b s bbb en s bbbt s nae b s saens 109
Chapter 1. Japan@Se Al TEENAS .....coiviiriieteie ettt eh et e bt e e bt se b e s eb s b e b e se bt e eb e e be et e se e s s enenae s
O = 7= S Lo o oY TSSO
1-1  Recognition of current development
12 Japan’shasiC asSiStanCe POIICY ..ciiiviieiiiiiicesiei ettt sttt bbbt b et e e st et ae e te e nenan
1-3  Priority areasfor deVEIOPIMENE ...ttt et a e et se s e et e e be e ebeseeneeeseeaensaneas
2. Effortstoward Priority DeVEOPMENt ISSUES ........cccciiieiiricriiieiete sttt b e s st st s b e esessesessasanas 110
2-1  Support for education for the blaCk POOK ........cc.ciiiciieeerce e e 110
2-2  Provincia administrative and financial capacity BUilding ..........coooeioiiiinrinc s 110
2-3  Creating employment opportunities for thE POOT ..........c.civieiriiniiieiei e e 110
2-4  Support for fostering small and Medium ENEENPrISES .......ccceivireieiiei et e 111
2-5  Improving the productivity of Small-scale agriCUITUIe ............oooiiiiiiiii e 111
2-6  Assistancein developing the basic infrastructure for the poor ...
3. LesSONSiN IMPIEMENTALION ......occiiiiiiiiiieices ettt b st betesa e e et e ssesesbeseebesesesaenesbaseesessnsensans
3-1  CoOPEration With NGOS ......c.coiiuiirieiieiiie ettt st eeeteseeae e e e b st ebe e eaesee st s beseeae s eseseeneseebesbenesaeseenesseneeaenes
32  Support for provinCial QOVEINMMENES .......ccciiieriiiiieresieiete sttt ss et be st e st b et e beseabeseesessanessenes

4. Trendsin Japan'sLoan Aidl Yen LoanOfor South Africa

Chapter 2. Aid TrendsS Of MaJOr DOMNOI'S ......ccoeiieiriiiiiieeistee sttt sr et se et b et s et b et beseere s s e e 115

I @ 11 1 oo QOSSOSO 115

2. ATA TrendS Of M@ Or DOMNOIS ........ccoiiiiireirieieeieere ettt ettt te e e st se e e s be e eaeseese s e e seensebeseeneasesesaeseeneseeneseseeresenesennas 116

2-1  INternational OrgANIZALONS .........cccceeviriererieiriesistesieteste e ete st e ete st te e ese st esesbe st s sessesesbesesteseesessesesteseseseesesanensenes 116

2-2  Bilateral aid OrganiZations ...........ccccciiueiieiierieisiee et se et b st et se ettt ae st te s be e bt ne b aneesenes 119

Part 111. Recommendationsfor Japan’s ODA t0 SOUth AfFiCa ..o 123
Chapter 1. Basic Perspectives on Development Assistance to SOUth Africa ....coooovereiieinnicee e 123

1. “Singular Regiona Power”- South Africa as a Part of the World Politico-Economic Situation ...........cc.ccceeeveenenee. 123

2. TheLegacy of the Apartheid: Hidden AWful BaCKWardness ............ccceieeeinieiiniini s 123

3. The Role of ODA for Strengthening “Global Partnership”

Chapter 2. Priority Areas for Japan’s ODA t0 SOULN AFFICA ..cccvveiiiriecrerre e 127
1. Social Stabilization through Support for Basic Livelihoods of the African Poor Population and Job Creation ....... 127
1-1  Stable supply of basic public services

1-2  Support for self-reliance through jJOD Creation ...........ccoeeicieiiiiieiies e 128
1-3  Moredirect support for social stability and protection of the socialy vulnerable ... 128

2. Support for Provincial and Local Government Capacity Building that will Form
the Core of the Sustainable DevEl OpMENE SYSEEM ......c..ciiiiiiiiieceee et b e s se e nenean 131
3. Clarification of Cooperation and Role-Sharing beyond the ODA Framework ...........cccoeeeeernenenenenense e 132



Chapter 3. Practical Measures and Considerations
1. Cooperation that Reaches the Poorest People and Ensuring Sustainability
2. Effective Collaboration with the Non-Profit Sectdrl NGO/CBOO
3. Effective Collaboration with Local Resources local private companiesl]
4. Consistency with South African Government Policies and Partnership including the Implementation Level

O List of Tabled
<Part |.>
Table 1-1

Table 3-1
Table 3-2
Table 3-3
Table3+4
Table 3-5
Table 3-6
Table 3-7
Table 3-8
Table 3-9
Table 3-10
Table 3-11

Table 5-1
Table 5-2
Table 5-3
Table54
Table 5-5

Table 6-1
Table 6-2
Table 6-3

Table 7-1
Table 7-2
Table 7-3
Table 74
Table 7-5
Table 7-6

Table 7-7
Table 7-8
Table 7-9

<Part I1.>

Table 1-1
Table1-2

Table 2-1
Table 2-2
Table 2-3

New Mbeki Cabinef] as of JUNE 17, 199900 .......cceiieieeieeiererereste et sreere e se et b besbesresaesbesresannreens

L\ = o T oo g oo T ol g [T o] £SO
Fiscal Structuré] Fiscal 1998/99 StiMaLES.........cccvviuiviuiiiieiiiieeresree e sere e nenas
Average Annual Growth REE DY SECLOT ........couiiiiiieiieeirie et e aene e
Agricultural Production OULPUET 19961 .........coueererieeireeirie et sesie s esse e e e e e seenesee e seneenas
Mining Production OUEPUET 19970 ........coiiueiiieeieieiee s ete sttt st se st ebestesasbe e sasetesbessesensasens
Manufacturing Production Output] 1996[1
Output and GDP Contribution of Tertiary Industry’1 199601
Employment Breakdown by Industry] number of WOrKersl ..........cceoeveirieiisirieesieise e seesseseenens
Breakdown of Black Workers by Employment] 199400 ..o seeseenens
Machinery Industry Share of Overall Workforcél %, 1993 datal]
Share of Agriculture Workforcein Selected CountrieS] 199601 .........ccooeirvereerireeesieise s eeeeeseeereseesens

Breakdown of Agricultural Land Utilization Dy ProVinCe .........coccoeeieinenneneee e
Comparison of Gross Farm Income by Province and by Product] in the Former Homelands(I ..............
Land Redistribution Record&] April 1994 - March 199801
Household StrUCLUre @nd POVEITY ........c.iiiiii ettt se st ese e enen
Social Infrastructure Investment CostS fOr RUral ATEES ........ooeeirieinenieeersi s

ATFFICAN UFDBNIZBLION .....oeceviieieceeeeeeeee ettt ettt et e et e et e beeteesaeeaeesseesseesseesesssesseesteeseeseensennrens

Low Cost Housing Development in South Africa ....
Housing supply record] March 1994 - December 199701

Infectious Diseases by Provincé] 1996 and 19971 .........ccoirireirierieiesieese e see s
Measles Contraction Rate and Death Rate by Wound] 1996 and 199700 ..........cccovveerereerinieesieesreneenens
Factors to Decide the State of Health - by Province and Population Group .........coeeveveeeenieeseeeeneennns
Access to Health and Medical Care Services - by Province and Population Group ........c.ccccecveerieenene.
Income and Medical Care Expenditure/Budget by Province .......ccccoveieveivinciesec e
Health and Medial Care Expenditure/Budget to Total Provincial Expenditure/Budget

O excluding academic hospitalsC]
Survey on Health in Developing Countries
Private Hospitals and BedS DY ProVinNCe .........cccciiieoiiieiiesiscee ettt s sn s
Private Hospitals and Bedsin Regions Classified by Average INCome .........cccooeoiieinenncnnesecneeseeins

Japan’s ODA DisbursementS to SOULH ATFICA ......coveoirireieirieresieeeie e
Recent Loan Aid Projects to SOUth AfIICA .....ccciiiiieiieeeescee et st

Trends in Aid to South Africaby Major Donors
The Amount of Bilateral ODA to South Africa by Sectof] commitment baselT .........ccccceeeeivenrcnnenne.
ReCIPIENtS Of ATDB OGNS ....ccveviiiiieiiieeictesiete ettt st sa et be e bensetesbenessenanens

13
16
17
17
19
19
20
24
24
31
32

S NS

52
56

63
68
70

74
74
76
76
79

80
83
83
83



Table2+4
Table2-5
Table 2-6

<Part I11.>

Table2-1

Table 2-2

O List of FigureO
<Part |.>

Figure 3-1
Figure 3-2
Figure 3-3
Figure 34
Figure 3-5
Figure 3-6
Figure 3-7
Figure 3-8
Figure 3-9
Figure 3-10
Figure 3-11
Figure 3-12
Figure 3-13
Figure 3-14
Figure 3-15
Figure 3-16

Figure 3-17

Figure 3-18

Figure 3-19

Figure 5-1
Figure 5-2
Figure 5-3
Figure 54
Figure 5-5

Figure 6-1
Figure 6-2
Figure 6-3

Figure 7-1
Figure 7-2
Figure 7-3
Figure 74

Trendsin EIB financia aid t0 SOUth AFFICA .....coovveiuiiriiec e 119
Changes in the amount of KfW loang] including grantsCito South Africa ........ccoceveoeieinennc e 121
Changes in the amount of AFD 10anSt0 SOUth AFICa .....ccvcciiieiciricee e 122

Priority Assistance Areas, Considerations, and Detailed images of Assistance relating to

Provision of BasiC PUDIIC SENVICES ..ot 129
Priority Assistance Areas, Considerations and Detailed Forms of Assistance relating to
“the Creation Of RUFal VIllAQES" .........coiiiieciee ettt st s st sb e e baneenan 130
Real Economic Growth Rate and INflation RELE ...........ccooiiiiiieiiiieee e 14
Per Capita GDP] converted t0 1990 PriCESIT .....ccuieiriereeerireiieesieseeresiesesse s teseerestesesseseesasesessessssessasens 15
Ratio Of INVESIMENE 10 GDP ...ttt 15
Government Revenue and Expenditure Shares 0f GDP ..o 16
Outputs of Productive Sectorgl converted t0 1990 PriCeS........cvivieireriseieeseisieseee e se e esreseenes 17
FArM NUMDEFS ..ottt bbbt eban 18
Agricultural Production Output INdeX] 1990 = 1000 .......ccueoeiueereereriereeeseeeseeseseeseesesaeesee e e e seeneeseseas 18
Construction and Energy Industries] Converted to 1990 prices( ... 20
Secondary and Tertiary Industries] Share of GDPL.........ccccveieineiiesiseee et ese s 21
Changes in Exchange Rate of Rand with Respect to US DOllar .........ccooeeieieineneneeeeeree e 21
International BalanCe Of PayMENLS ........ccceiieiiiiiiiieirieiee et sa e sa b e b sa et seenestene e 22
Imports and Export$] converted to 1990 prices(] 22
Non-agricultural Formal EMPIOYMENt ..........co it s sae e e s saene 23
Employment DY INAUSETY ..c.ooueiiceccces ettt b e e b e be st naere e enens 24
GDP and Employment Growth Cycles with Trend LiNeS ........ccooeciviieeiiiiiiecsiecesee e 29
Employment Breakdown by Industry and Unemployment
Rate for South Africaand MalaySiBl 199110 ........cooeeviiieeeieririee et eve e e seenens 30
Employment Breakdown by Manufacturing Sub-sector
for South Africaand MalaySIBl 1993 .......cc.coeiueeeeieeeree et b e se e e nesbe e ne e e e beneenan 30
Comparison of Manufacturing Sector Employment by sub-sector of Developed Countries

O Weighted Average of Japan, US, UK, France and Germany[Jand that of South Africal 19930........... 31
Share of Agriculture Working Population and Per Capita GNP 199300 ...........ccovinrieneneneererenereeenas 33
GDP BreakdOWN DY SECLON ......ciiieiiieeiiiiiee ettt st te s sa e e e s st basesse s besaensssaseesessesessasens 42
Trends in Per Capita Agricultural Production in SOuth AfriCa .......cccoeireieieeneeee e 42
Production Trends in the Livestock Sub-sector in South AfriCa ........ccocoeveirineierceeee e 42
Comparison of Per Capita Land Ownership by Province and by Form of Agriculture .........ccccevveeee. 44
Female farmersin Community Garden in Northern ProVINCE .........cccoieiinnencesece e 54
Rank Size Rule of South African Cities 64
Built Up Area of AfFiCaN CItIES ....voiiieiiice ettt s be e ere e enen 64
Low-cost housing provided iN FECENE YEAIS .......ccueereiererieirieeee sttt se s e see e stesaeneesenesneas 69
Life Expectancy Of DIfferent PrOVINCES .........covociiieiiieice ettt s nnenea 74
Number of Doctor&] GPs[in Urban and Rural Areas 75
Number of Public-Sector Doctors] GPsOper 10,000 resident$] 1994/95, 199801 ........ccccoevenereereeierennnn 75
Length of Experience of Doctors after Obtaining Medical LiCeNSe .........couevvveeeeveisere e seesieneeiens 78

vi



vii



Chairperson

Hideo ODA

MembersList of the Study Committee

President,
Keiai University

Members of Sub-Study Committe& South Africa and Mozambiquel

Politics and
Administration

Economy, Industrial

Development and

Development Planning
0 Mozambiquel

Economy, Industrial

Development and

Development Planning
O South Africall

Social Development and
Civil Cooperation

Urban Development
Rura Development and
the Environment
Human Resources
Development

Health and Medical
Policy

Infrastructure and

Energy

Aid Trends

Mitsugi ENDO

Koji HAYASHI

Katsumi HIRANO

Makoto SATO

Eiichi YOSHIDA

Koichi IKEGAMI

Nobuhide SAWAMURA

Yasuo UCHIDA

Satoshi I1IJIMA

Noriko SUZUKI

viii

Associate Professor, Advanced Social and International
Studies, Graduate School of Arts and Sciences,
Tokyo University

Professor, Faculty of International Studies,
Keial University

Senior Research Fellow, Area Studies Department 11,
Institute of Developing Economies] IDEC- JETRO

Professor, Faculty of International Relations,
Ritsumeikan University

Research Fellow, Area Studies Department 11,
Institute of Developing Economies] IDEC- JETRO

Professor, Faculty of Agriculture, Kinki University
Associate Professor, Center for the Study of
International Cooperation in Education,

Hiroshima University

Professor, Graduate School of International Cooperation
Studies, Kobe University

Chief Representative, Representative Office in Paris,
Japan Bank of International Cooperatiori] Former
Director, 3rd Division, Operations Department I11]

Director, Africa Division, Regional Department 1V

O Africa, Middle East and Europel]

Japan International Cooperation Agency



Members of Sub-Study Committe&l Zambiall

Vice Chairperson
O Zambiall

Politics and
Administration

Economy

Mining and Industrial
Development
Agriculture, Forestry and

Fisheries

Development Planning,

Rural Development and the

Environment
Human Resources
Development
Health and Medical
Policy
Infrastructure and

Energy

Aid Trends

Advisor

Regional Cooperation in
Southern Africa

Mitsuo OGURA

Masahisa KAWABATA

Motoki TAKAHASHI

Koichi SAKAMOTO

Kazuo HANZAWA

Shiro KODAMAYA

Nobuhide SAWAMURA

Yasuo UCHIDA

Satoshi I1IJIMA

Noriko SUZUKI

Akio NISHIURA

Professor, Director, Graduate School of International
and Cultural Studies, Tsuda College

Dean, Faculty of Law Ryukoku University

Associate Professor, Graduate School of International
Cooperation Studies, Kobe University

Professor, Faculty of International Economics,
University of Hamamatsu

Associate Professor, Department of International
Development Studies, College of Bioresource Sciences,
Nihon University

Professor, Faculty of Social Sciences,
Hitotsubashi University

Associate Professor, Center for the Study of
International Cooperation in Education,
Hiroshima University

Professor, Graduate School of International Cooperation
Studies, Kobe University

Chief Representative, Representative Office in Paris,
Japan Bank of International Cooperatiori] Former
Director, 3rd Division, Operations Department 1110

Director, Africa Division, Regional Department |V

O Africa, Middle East and Europel]
Japan International Cooperation Agency

Lecturer in African Studies, Soka University



Chief of the Task Force

MembersList of the Task Force

Takao TODA

Senior Adviser, JJCA

Members of Sub-Study Committe& South Africa and Mozambiquel

Advisor
O Politics and Administration]

Advisor
0 Economy and Industrial
Developmentd

Rural Development,
Environment and Social
Developmentd South Africal]
Education and Human
Resources Development

0 Mozambiquel

Social Situation

Social Development
0 Mozambiquel

Infrastructure and Energy

Education and Human
Resources Devel opment
O South Africall

Health and Medical Policy

Aid Trends

Tatsuhiro YAZAWA

Yoichi SUZUKI

Yoko KONISHI

Toshiyuki NAKAMURA

Akiko SHIMOHIRA

Toshiyuki IWAMA

Jun MATACHI

Ikuo TAKIZAWA

Kimio ABE

Part-time L ecturer,
Keisen University

Senior Adviser, JJCA

Researcher, Japan International *Secretariat
Cooperation Center

Deputy Director, Public Relations
Div., General Affairs Dept., JICA

O Former Staff of JJCA South Africa
Officed

Associate Specialist, JJICA
Deputy Director, Second Project
Management Div., Grant Aid

Management Dept., JCA

Associate Specialist, JCA

Second Medical Cooperation Div.,
Medical Cooperation Dept., JCA

Planning Div., Regional Dept. IV
O Africa, Middle East and Europel]
JCA



Members of Sub-Study Committe&l Zambiall

Chief of the Task Force * Yusuke TADA Senior Adviser, JCA *until

Dec. 1999.
Chief of the Task Force */ Yoichi SUZUKI Senior Adviser, JJCA *until
Economy and Devel opment Dec. 1999.
Program
Advisor Tatsuhiro YAZAWA Part-time L ecturer, Keisen

O Politics and Administration[
Advisor

00 Mining and Industrial
Developmentd
Advisor

O Poverty Eradication and
Social Development[

Infrastructure and Energy

Emvironment

Agriculture, Forestry and
Fisheries

Education and Human
Resources Development

Health and Medical Policy

Aid Trends

Secretariat

Mitsuru HAGINO

Shunji TABUCHI

Toshiyuki IWAMA

Kaori MATSUSHITA

Shinji OBUCHI

Hisanao NODA

Ikuo TAKIZAWA

Kimio ABE

Rika UEMURA

Yoko KONISHI

xi

University

Senior Adviser,
JCA

Former Overseas Survey Specialist
of Japanese Embassy in Zambia

Deputy Director, Second Project
Management Div., Grant Aid
Management Dept., JCA

Forestry and Environment Div.,
Forestry and Natural Environment
Dept., JICA

Deputy Director, Senior Volunteers
Div., Secretariat of Japan Overseas
Cooperation Volunteers, JICA

JCA Nigeria Officél Former Staff
of First Project Management Div.,
Grant Aid Management Dept., JCAO

Second Medical Cooperation Div.,
Medical Cooperation Dept., JCA

Planning Div., Regional Dept. IV
O Africa, Middle East and Europel]
JCA

First Research and Devel opment
Div., Ingtitute for International
Cooperation, JCA

Researcher, Japan International
Cooperation Center



Background and Outline of the Study

1. Background of the Study

The situation surrounding Southern African Region has been changing radically. The end of the Cold War had consequently brought
marginalization and unstabilization to whole Africa. The return of South Africato the international community after the abolition of apartheid
has had tremendous social and economic impacts to the Southern African Region.

JICA set up a study committee for the Country Study for Japan’'s Official Development Assistance to Southern African Countries in June
1999 to grasp present situation of the region and examine Japanese future directions for development assistance, especially focusing on three
countries; South Africa, which is the key to stability and development in the region; Zambia, which is the priority country for Japanese
assistance among inland countries of the region; and Mozambique, which is one of the poorest countries and now has a great need for assistance
resulting from its past civil war.

2. Composition of the Report

The Study Committee completed a report including its proposals, which consists of eleven volumes in total; seven volumes in Japanese
O including three volumes of appendices containing analytic datal] and four volumes in English of the main chapters onlyd See the table below1

Main Report&] Japanese and English(] Appendix Datd] Japanese only[]
Volumel  Southern African Region o0—
Volumell  South Africa Volume I1-Appendix  South Africa
Volume Ill  Mozambique Volume I11-Appendix Mozambique
VolumelV  Zambia Volume IV-Appendix Zambia

3. Outline of the Report

0 10 Volume |: Southern African Region

In order to establish new regional assistance policies, an accurate understanding of present situations is indispensable. Among the most
important factors are historical antagonism between South Africa and the former frontline countries against the apartheid system, as well as
the political and economical influence of the new-born South Africa after the apartheid.

Besides hilateral assistance which aims to meet each country’s development needs, especially in the case of the Southern African region,
special efforts should be placed on; i[lcross-border issues and iilJissues common to the region by utilizing regional assets.

Basic direction for development assistance to the region include the following points; support for the formation of a new regional
framework, attention to the sensitive relationships between South Africaand other countriesin the region, the establishment of a constructive,
complementary relationship with private economic activities, contributions to peace and stability of the region, and reinforcement of a good
reciprocal relationship between the region and Japan.

020 Volume I1: South Africa

South Africaisaregional super power of overwhelming political and economic influence, but it is still suffering from the negative legacy of
apartheid. Japan's assistance policy to South Africa, based on the historic relationship between South Africa and other Southern African
countries, should be directed towards stability and development for the whole region through the stability and development of South Africa,
and ultimately towards the enhancement of relations between Africa and Asia. Therefore, Japan's development assistance to South Africais
not just bilateral cooperation, but has the potential to become a bridge between Asiaand Africa.

Assistance priorities should be focused on the following areas; iOsocial stability through the provision of basic human needs for the poor
black people and the creation of job opportunities, ii(Jsupport for capacity building in the government and local authorities as the core of a
sustainable development system, and iii(l cooperation beyond the framework of ODA and utilization of various forum and schemes to meet
specific needs of South Africa

0 30 Volume Ill: Mozambique
Mozambique is blessed with natural resources, fertile soils and a geographical advantage as a corridor country. Since the end of the civil
war, this country has been developed through foreign investments and international assistance. However, the influence of the civil war is till
serious, the majority of people still live in absolute poverty. and the rapid social change has given rise to new disparities. Therefore, Japan's
assistance policy should aim at the self-reliance of Mozambique while supporting its poverty alleviation efforts and social stability.
Assistance priorities should be focused on the following areas; iOrectifying regional disparities and the stabilization of society through
support to the poorest groups, victims of the civil war, and the vulnerable, iiCdirect support for regional stability, and iiilJhuman resources
development and the formation of systems for self-reliance in the mid- to long term.

00 40 Volume IV: Zambia

During the era of apartheid in South Africa, Zambia played the leading role among the former frontline countries. In the international
political aspects, Zambia was highly praised by its contribution for the mediation of the civil war in the Democratic Republic of the Congo.
However, as for its domestic economy, Zambia cannot extricate itself from the old copper-dependent economic structure. Structural
adjustment and economic liberalization have had a negative impact, such as the weakening of social services and the increase in
unemployment. Consequently, poverty is still spreading. Toward such situations in Zambia, foreign donors have been introducing the Sector
Investment Programs to attain aid coordination. Japan should take a selective approach in accordance with the absorptive capacity and the aid
implementation system of Zambiato make the most of assistance effect, based on the past experience of development assistance.

Assistance priorities should be focused on the following areas; iCpoverty reduction, iiJsupport to the vulnerable, iiileffortsto achieve a
well-balanced economic structure.
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Executive Summary — South Africa—

Part I. Present Status
1. General Remarks

» The Many Facets of South Africaas a Recipient of Japan’s Official Development Assistance

South Africais aregional superpower with alevel of political, economic, social and military development that far surpasses the
normal level for Africa, and when it is viewed in the context of arecipient of Japan’s official development assistance, many differ-
ing facets of the country stand out.

First isthat South Africa hasadual structure in one country: arich developed society coexisting with a poor developing soci ety.
Correcting this imbalance should be seen as a key element of Japan’s assistance for South Africa

Second is that South African development has considerable potential to contribute to the development of the Southern African
Region asawhole. It is certain that the expansion of the predominant economic influence of South Africa across national borders
will stimulate the growth of southern Africa, so Japan’s assistance strategy for South Africa should be formed as part of an assis-
tance strategy for the southern African region asawhole.

Third is that South Africa could become an effective partner to Japan in the delivery of development assistance to the southern
African region. Making most use of South African technology and other intellectual assets and human resources should become
the main pillar of regional cooperation, so Japan’s aid policies too should include active involvement in and support for regional
cooperation revolving around South Africa.

The fourth is the newly born South Africa's role as a model for national reconciliation. South Africa has begun an extremely
positive and unique effort to bury the “crimina past” of the Apartheid years and bring about racial reconciliation. South Africa’s
attempt here can become a model for many other African countries torn apart by ethnic conflict or civil war even after indepen-
dence as they seek their own national reconciliation and national integration.

2. Politics and Public Administration in South Africa

* Present State of Democratisation: General Political Trends

The new Mbeki Government, established in June 1999, is to some extent inclined to fill key posts with close Mbeki alies, but
also noticeable are considerations for balanced portfolio alocation in terms of gender, race, and ethnic groups.

Regarding generd political trends in South Africa since 1994, there is a view that a movement toward centralisation has been
under way. Mgjor grounds for this are as follows. Firstly, the adoption of a new constitution has put an end to the pluralistic coex-
istence maintained under the Government of National Unity. Secondly, the activities of the ANC as a political party at the provin-
cial level show aninclination to stifle autonomy. Thirdly, there is a move to tighten the party’sinternal discipline and an attempt to
water down the accountability of the Parliament. Fourthly, there is an inclination towards imposing rules and regul ations upon pro-
vincia governments in the administrative and budgetary areas.

» Surgein Crime and Safety and Security

One of the biggest challenges that South Africa faces today is crime. Since 1994, the incidence of vicious crimes in the nation
has been at the highest level in the world. An influx of light/small firearms and infiltration of internationa crime syndicates are
believed to have played a part in this. The economic toll of crimeis also considerable, asit corrodes various parts of the economy
and poses an obstacle to economic development, while hindering policy implementation in other fields.

» Present State of Public Administration and Administrative Reform

For taxation in the new South Africa, efforts at reform started shortly after the inauguration of the Mandela Government in such
areas as the land tax system, income tax system and NPO tax system. In the public service area, the government is conducting an
all-out review of the role and functions of the public service.

Provincial administration in South Africa had a combined budget equal to two-thirds of the national budget in FY 1994. How-
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ever, inadequate provincial-level budget execution capacity has been aggravated by an exodus of personnel to the better-paying pri-
vate sector.

Thus, provincial governments’ overall administrative capacity is said to be on the decline, but on the other hand, some people
insist that access to services, such as treatment at publicly-run medical institutions, has been improved, suggesting that in some
areas, provincia governments are held in relatively high public esteem.

 Relationship with Neighbouring Countries

South Africa takes increasingly obvious hew economically-driven market-oriented policy stance towards the Southern African
sub-region amid accelerating globalisation and economic liberalisation trends. Careful study is required to show what serves the
nationd interest of South Africa as a member of the Southern African countries.

South Africa showed apparent inconsistency in the response to two international incidents that occurred in 1998 — the Congo
war and Lesotho crisis, for which South Africa chose “neutrality” and “intervention”, respectively. It illustrates, at least to some
extent, the differences between South Africa and its neighbours in the area of military affairs and diplomacy. “Open intervention”
in Lesotho by South Africa, along with Botswana, in the name of the SADC, despite having opposed military intervention in the
Congo, has made it al too obvious that South Africa pursues its military/diplomatic policy towards Southern Africa on a “selec-
tive” basisin consideration of its own national interest. These problems at |east show South Africa’s limitations as a middle power,
and because of these limitations, there is a possibility that South Africa’s ‘leadership’ is taken as hegemony, casting a shadow over
its military/diplomatic relationship with its neighbours — a point that deserves attention.

» Relationship with Japan

Japan has been providing assistance for South Africa from the following point of view: “In light of this process, Japan should
provide South Africawith assistance as the world’s largest aid donor keen to make an active contribution to world peace and stabil-
ity in accordance with its ODA charter, by focusing on South Africa's nation-building and human resource devel opment efforts’.
In addition, Japan has also stated its policy to continue providing assistance based on “an understanding that assisting South Africa
will contribute to progressin the devel opment issues faced by the Southern African sub-region and the African region asawhole”.

As has been discussed, however, the reality is somewhat different from this scenario. Economically, the Southern African sub-
region has internal cracks amid accelerating globalisation, while, politically and militarily, it is plagued by open internal divisions
over regional conflicts. In the future, therefore, it will be necessary to pursue a new policy approach based on a balanced sub-
regional understanding by taking a more cautious attitude towards the above assumption. This policy approach must include the
following concepts: South Africais destined to be the sub-regiona political and economic driving force, and introduction of anew
perspective of contributing to the realisation of the common interests of the sub-region and maintenance of sub-regional order.

3. Economic Situation

 International Presence of the South African Economy

South Africaisaregiona economic superpower which is second to none on the African Continent. Trends in the South African
domestic economy not only play a decisive role in shaping the course of the African regional economy, but also constitute a factor
that impacts on the workings of the world economy as a whole, which encompass, among other things, the “North-South” relation-
ship.

South Africa’s GDP, for example, is comparable to that of Poland which has a similar population size. Moreover, South Africa
is the world’s top gold producer and the largest supplier of scarce mineral resources. Overseas investment by South African com-
panies is also brisk, with its destinations spread across most parts of the world, including developed regions, Latin America and
Asia, aswell asthe African Continent.

Since the inauguration of the Mandela Administration, South Africa has forged a close bilateral relationship with the United
States. Ties with Malaysia, which is enthusiastic about business expansion to Africa, have also made remarkable progress. More-
over, upon the reversion of Hong Kong to China, South Africa established aformal diplomatic relationship with that country in an
effort to strengthen mutual economic ties. South Africa’s relationship with France, which until recently concentrated its diplomatic
efforts on French-speaking African countries, has also been developing rapidly.
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In South Africa, such omni-directional diplomacy is called “Butterfly strategy”. In the background against this, there is South
Africa's diplomatic stance of “bridging the North and South” based on its self-awareness as a link between the developed and
developing worlds. This shows that South Africa’s economic strategy has assumed a global dimension.

» Place of South Africain African Economy

The South African economy accounts for more than 40% of the combined GDP of al of the countries in sub-Saharan Africa
South African products have been spreading all over the continent. Because of the one-sidedness of itsintra-regional trade relation-
ships, South Africa has been chalking up massive trade surpluses on the African Continent. This means that, as African countries
have increased their dependence on South African goods, the African market has become an indispensabl e part of the South Afri-
can economy.

African intra-regional investment by South African companies has grown. In recent years, direct investment in Mozambique has
grown particularly rapidly, and South Africais now the largest provider of direct investment capital for Mozambique. The destina-
tions of South African direct investment have also spread from the SACU zone and southern African sub-region, where extensive
investment has already been made, to all other parts of Africa, covering awide range of industries, including mining, tourism, con-
struction, brewing and service industries. Helped by the entry of South African companies, the production infrastructure of the
African economy as awhole has been improving, though slowly.

» Present State of Economy in South Africa

In the 1960s, South Africa was in relatively sound economic circumstances, but this deteriorated rapidly in the early 1970s.
After experiencing itsfirst negative economic growth in 1982 and 83, the country entered the 1990sin the midst of the worst reces-
sion in its post-war history. The legalization of the ANC and democratization negotiations began against this backdrop. The situa-
tion during this period was better described as “ stagflation”, which is characterised by the simultaneous occurrence of inflation and
afall in the economic growth rate.

Economic growth returned in 1993, with inflation brought under control as well. Under the Mandela Administration, the trend
of improving economic performance took hold, but a slowdown in economic growth was undeniable, with the average annual
growth rate even falling short of the average annual population growth rate. As a result, the per capita national income has been
steadily falling in recent years.

The loss of growth momentum in the South African economy can be attributed to afal in investment. Investment fell to mere
replacement investment levels just before the inauguration of the Mandela Government, with virtually no new investments made.

* Employment Trends

Although the South African economy has been pulling itself out of along slump since democratization, there are still no signs
of improvement in the area of employment. The national census held in 1996 revealed that the nation’s unemployment rate was as
high as 33.9% overall and 42.5% for African blacks. Among African women, the figure was an astonishing 52.4%. Given the fact
that the unemployment rate stood at 20.9% among coloureds, 12.2% among Asians and 4.6% among whites, South Africa’s high
unemployment is predominantly an African problem. In light of the existence of such a large number of unemployed people
together with a large income disparity between rich and poor, the fundamental resolution of the security and socia security prob-
lem does not seem likely in the near future. As President Mbeki points out, there are strong correlations between high unemploy-
ment and deterioration in security and social security.

» Development Tasks

As has been discussed, the South African economy contains both quite advanced and extremely backward elements. It is neces-
sary to split the South African economy into two parts: one which has a potential for greater economic co-operation with Japan
through investment and trade based on its characterization as an active player in the world economy; and one which Japan needs to
assist by injecting ODA, if necessary.

The development tasks of the new democratic South Africa boil down to the eradication of Apartheid legacies. Assistance
should therefore focus on efforts made by South Africa aong these lines, targeting areas considered difficult for it to tackle with its
OWN resources.
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10 High Unemployment and Safety and Security Problems — Can current policies relieve the unemployed?

From an economic point of view, the increased incidence of vicious crimes is attributable to a scarcity of job opportunities
with adequate wages as the basis of a stable democratic society. An unimaginably high unemployment rate and the widen-
ing gap between rich and poor associated with it provide a hotbed for crime. Needless to say, the main blame lies with
Apartheid.

Although double-digit growth rates would lift employment even under current conditions, such growth rates do not seem
realistic. The recent pattern of GDP expansion only managing to slow therate of fal in employment, rather than increasing
it, seems to point to a need for amicro-level structural policy rather than a macro policy.

20 Industrial Policy and Rural Village Creation — Struggle against Apartheid legacies

High unemployment in South Africais a problem that has arisen against a background of the country’s peculiar industrial
structure, where those industries that are mgjor providers of employment in countries that have achieved virtua full
employment are stunted. In concrete terms, it should be necessary to direct efforts towards areas such as the targeted fos-
tering of industries aimed at strengthening the domestic production of machineryl centring on household electrical
appliancesand the creation of rura villages through the restoration of asmall black farmer class.

An appropriate approach may be to mutually confirm each other’s role as a key country for economic relations between
Asiaand Africaby making use of existing forums, with mediation between Asian countries keen on African expansion and
South Africaas one of its functions.

For these reasons, it seems desirable that the emphasis of Japanese development assistance for South Africa be placed on
employment creation in the manufacturing and agricultural sectors. In this regard, it is important to identify organizations and
groups actually involved in relevant projects and seek close co-operation with them in the rural development area. These organiza-
tions and groups will include provincial/local governments and NGOs. Not surprisingly, the role of NGOs in the socia develop-
ment area has been stressed repeatedly in the RDP.

Looking at the unemployment problem in South Africa, it appears necessary to introduce new types of jobs and industries, in
addition to increasing the number of enterprises. To this end, it is extremely important to have regular policy dialogue with the
South African government as a vehicle for passing on Japanese experience from aviewpoint of identifying effective policies.

4. Social Development

» Characterization of Social Development and Affirmative Action

South Africais counted as a typical example of an anomalous middle-income country which has a surprisingly low Human
Development Index HDIO compared to its income level. However, visible through this apparent paradox are extreme racial,
regional and gender disparities that permeate the society. There are close correlationsin South Africa between poverty and human
development and between poverty and human security. Aggravated by worsening unemployment, the frustration of poor Africans
has pushed up the crime rate, and the deterioration in public order amid rising vicious crimes has become a major stumbling block
to socia development, encompassing education, medica care, etc., as well as economic development in cities and rural villages
alike.

The ultimate goal of affirmative action in South Africaisto bring about social participation, particularly employment participa-
tion, that isin line with the racial population mix as well as the gender population mix. Thanks to affirmative action, participation
in employment by women and Africans has been rapidly expanding, centring on the public service. However, with as many as
42.5% of dl black African workers unemployed] 34.1% of males and 52.4% of femalesdand 1.2 million surviving by finding odd
jobsin the informal sector, the employment situation is still extremely bleak for minorities and the underprivileged. It is therefore
fair to say that those who benefit from affirmative action are a lucky few. This means that affirmative action as a means of rectify-
ing inequality resulting from racial discrimination should be implemented in conjunction with other measures, such as informal
sector assistance and rural development, thereby preventing it from further marginalising the poorest sections of the minority/
underprivileged class.
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* Migrants

The issue of migrants and refugees who have entered the country from neighbouring countries either to work as labourers pre-
sents South Africa with not only another social/human development challenge, but also a diplomatic challenge over how to lay to
rest the spectre of its hegemonistic sub-regional control and find ways of harmonious coexistence with its neighbours.

To address the illegal immigrant problem, South Africa took a carrot-and-stick approach, which consisted of the granting of
amnesties to illegal residents who satisfied certain conditions, and the barring of illegal immigrants from accessing social security
services through the issuance of an ID card to all residents. Amnesties were granted in two stages. Against this background, the
Southern African Development Community D SADCL proposed a phased liberalization of population movement within the com-
munity and the abalition of national borders 10 years down the track in June 1995 by releasing a draft agreement on Southern Afri-
can free movement. At present, however, South Africais opposed to the agreement, citing regional conflicts and border control
problems as official reasons.

* NGOs

Many South African NGOs are classified into four groups: organizations dedicated to the relief of the poor, which accepted the
Apartheid system as a fact of life; humanitarian aid organizations that relied on white liberals, who were critical of Apartheid;
organizations formed to facilitate the implementation of development policy based on the wishes of the industrial community; and
organizations dedicated to black community development under the ideological influence of the black consciousness movement
and the ANC. After the discrediting of the National Party, they provided an interface for financial assistance from overseas aid
donors, thus assuming a function of government.

The growth of NGOs since the 1980s owes much to financial support provided by foreign donors. Upon the establishment of the
new democratic government in 1994, overseas donors began directing their funds to government-initiated RDP projects, and, as a
result, many CBOsran into financial difficulties, with some forced to close down.

Despite slow government action and financial and manpower difficulties, the importance of the NGOs' role has not diminished.
Namely, apart from providing checks and balances for the ANC Government, work geared towards achieving policy consensus
within the civil society, while maintaining a co-operative but arm’s-length relationship with the Government, will continue to be
needed for a considerable period in light of the deeply entrenched racial inequality and the country’s complex ethnic composition.

5. Rural Development and Environment

e Trendsin Agricultura Production

Agriculture occupies arelatively insignificant place in the South African national economy, which is reminiscent of a developed
country. Agriculture’s contribution to the GDP is only afew percent, which isafar cry from its heyday in the 1920s, when thefig-
ure was around 20%.

For its low economic contribution, agriculture employs fairly large portions of the overall population and economically active
population. Namely, the proportion of the agriculture-dependent population to the overall population and that of the agricultural
working population to the economically active population remained above 10% even during the 1990s.

 Distribution of Agricultural Resources

The combined area of cultivated land in South Africa has been around 13.2 million ha or slightly more than 10% of overall
national land since the 1970s. Of this, irrigated farmland accounts for atiny fraction, slightly more than 1 million ha. As the prob-
ability of large-scaleirrigation dams being built is very small, agriculture is basically rain-dependent. Important points that need to
be kept in mind when looking at the distribution of agricultural resources are province-to-province disparities and the dual struc-
ture of agriculture. The dual structure of agriculture refers to the gap between subsistence agriculture carried on in the former
homelands and commercial farming practised at white-owned farms. Thisdual structure has spread as Apartheid promoted the pro-
tection of white-owned farms.

» Agricultural Marketing Policy and Reorganization of the Domestic Market
The South African Government, under the Apartheid system, has had wide-ranging market intervention powers, and has set up/
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drawn up monopolistic marketing boards and marketing plans, while adopting price support systems. The introduction of awhole-
sale market system destroyed local-based production industries. However, the monopolization of marketing and inefficient man-
agement practices became a serious problem. As a result, the Kassier Commission in 1992 released a report calling for the
relaxation of government controls and regulations.

As aresult of its active efforts to comply with the WTO framework and to conduct drastic measures for reform of agricultural
product marketing systems, South Africa has earned a reputation as a country with one of the most liberalised markets in the
world, alongside Australiaand New Zeaand.

» Farmer Organizations and Agricultural Co-operatives

South African farmers are very well-organised, and have formed various organizations that promote agricultural interests, such
as community-level development committees, farmers unions and industry-specific unions. Of these, the most important are agri-
cultural co-operatives.

On the other hand, rural villages in the former homelands are devoid of agricultural activity, and for those villages it will be of
strategic importance to explore the possibility of devel oping multi-purpose agricultural co-operatives that incorporate non-agricul-
tural elements.

» Resource and Environment Policy in Agriculture

Many environmental problemsin rural villages are attributable to absolute poverty. The South African rural environment exists
on a precarious balance of nature due to low and unreliable precipitation. Nevertheless, farmers have no choice but to go against
traditional wisdom and overuse agricultural resources because of a shortage of land, population pressure, and constraintsin irriga-
tion access, energy use, etc. The biggest task of agriculture-related environment policy, therefore, is to break the vicious cycle of
poverty, population increases and environmental degradation.

» Rural Poverty and Food Supply

In South Africa, agriculture is important from a food security viewpoint. For poor farmers, market-based agricultural land
reform is basically beyond their reach. So, the best short-term solution would be to boost production through a community-level
co-operative approach with aview to improving nutrition and pursuing opportunities to sell any excess crops.

» Gender Issuein Rural Areas

In South African rural areas, with many male adults economically active having left villages to become migrant workers, most
domestic chores, including the carrying of water and gathering of firewood, are undertaken by women, on top of any economic
activities. Under traditional customary law, women's access to farms is restricted, and femal e-headed households tends to be very
poor.

Therefore, the gender issue in rural areas has closely relation with poverty. The urgent tasks for the economic independence of
women include establishing a social support system, incorporating enhanced health and medical care, shelter against violence,
counselling, legal advice, and the like, in addition to providing economic supporil encompassing, among other things, land access,
financing for small business start-up, education, job training and literacy programmes(] .

» Forestry and Fisheries as Basic Rural Industries

In South Africa, forestry and fisheries are fairly low-key industries. While the commercial fisheries industry is virtually non-
existent outside the Western Cape Province, commercia forestry operations threaten to undermine the rural livelihood even if they
contribute to the GDP.

For example, efforts by commercial forestry operators to expand timber production have been the main factor in the dramatic
reduction in forest area, although they have led to an expansion in exports. On the other hand, the importance of firewood as the
main rura energy source remains, so commercia forestry operations have also been causing other problems, such as a further
reduction in forests’ already depleted water retention capacity and afall in their tourism value due to areduction in biodiversity.
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» Basic Perspectives of Agricultural/Rural Development Assistance

There are severa basic perspectives that should feature in agricultural/rural development assistance. Firstly, development assis-
tance must take root in the community and lead to self-sustainable community devel opment. Secondly, it isimportant to recognise
the indigenous nature of agriculture and the rural community. Thirdly, for this type of agriculture, the crucial point isto put empha-
sis on human/institutional development, rather than material development. Infrastructure development should therefore be thought
of asahasis for human/institutional development, with assistance provided from that viewpoint.

Fourthly, scrupulous consideration should be given to the fact that in South Africa, the main target of agricultural/rural develop-
ment must be the residents of the former homelands, which account for about 14% of national land.

» Recommendations on Agricultural/Rural Development Assistance
We recommend the following nine points for agricultural/rural development assistance in South Africa.
10 Rural development through a cross-sectoral approach
200 Preferential assistance for the creation of rural villages and farming activities in areas undergoing land reform
30 Assistance for establishment of small-scale enterprises
40 Development of local knowledge into a database and establishment of new farming techniques based on it
50 Effective integration of agriculture[] both cultivation and livestock farmingO , forestry and fisheriesindustries
60 Assistance for the creation of an accessible market
70 Creation of urban-rural integrated marketing zones
80 Development of a mechanism for participatory assessment/development planning and its accumulation of know-how
90 From extension workers to facilitators

6. Urban Problems

 Urban Problemsin South Africa

Urban problemsin South Africa are attributed to the distortions among urban-structurally irrational segregation justified under
the Apartheid-based urban policy, rational urban programs for layout of some development areas, and the recent neoliberalistic
investment in urban development.

In particular, cities have spatial characteristics in that ‘ developing cities' are layered on ‘modern’ urban planning, and this has
come to be referred to as the urban Apartheid structure. City planning in South Africa have much in common with that in North
Americain such features as central business district with high-density integration of functions, suburban residential areas laid out
with aview to individua home ownership, trunk road networks linking the two, and suburban centres(] “edge cities’ [Jlocated at
junction points.

In contrast, residents in areas of small and densely packed housing lots or in squatter camps that fill the space between areas of
residential land are continuously confronted by urban issues, such as alack of water supply and drainage, and other basic socia
infrastructure necessities, mountains of discarded waste, elementary toilet facilities encircling the villages, and a complete lack of
transportation linking these areas with residents’ places of work.

* Inner City and Public order

Malfunction of CBD, and the deterioration of the living environment are paid attention in South Africa as well. An outflow of
the population and an outflow of manufacturing facilities from the major cities in South Africa has been quite pronounced since
the 1970s and 1980s, respectively. The continuing exodus of companies from inner-city is expected to exacerbate falling tax reve-
nue, declining employment, real estate neglect and hotel closures. And with deteriorating safety and security, rising numbers of
homeless and street children, and the business activities of illegal immigrants, perceptions of the inner city will plunge, causing
consumers, tourists and the business sector to give this area a wide berth.

Furthermore, tenant overcrowding that exceeds the load capacity of apartment utilities is creating a range of problems, such as
breakdowns of elevators, shortage of water supply and drainage systems, large amounts of uncollected garbage lying about, and
power demand that cannot be met by the existing power supply. On the other hand, there is aso the view that traffic congestion in
the suburban areas has become so critical that companies are finding it hard to continue operating, and the progress of suburban
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development is stalling.

 Conclusion and Recommendations - Burying Urban Distortion

In this light, Japan can extend its cooperation in the following areas to help the government tackle urban problems: 1[Jto reform
the remained urban Apartheid structure; 2[]to accept and foster the dynamism of theinformal sector and street traders; 3[Jto tackle
urban law and order.

7. Health and Medical Care

» Measures for Health Sector and the Legacy of Apartheid

The health sector in South Africatoday is still characterized by striking structural inequalities formed during the Apartheid era.
Substantial gaps in health standards between income levels, between regions, and between races, combined with an inequality in
access to health services and a clear differentiation between private medical facilities that boast a high level of medica care and
poorly funded public medical facilities are a major impediment to the growth of South Africa's health sector. The spread of AIDS
in recent years has caused a further decline in health standards in impoverished regions.

The basis of the government policiesto aleviate the structural problems in the health sector isto remove inequality in access to
health services and enhance measures to reduce poverty. And the objectives established include integrating and enhancing various
initiatives aimed at better and more equitable access to health services, resolutely tackling HIV/AIDS and its socioeconomic cost,
and improving the efficiency of hospitals while seeking the stable operation of public hospitals.

» Health and Medica Care Spending

The quality of public medical services in South Africais grossly inadequate, even though the nation spends R30 hillion on
health services, or a high 8.5% of the GDP. The policy agenda concerning health and medical care spending must be implemented
along with the strengthening of the economic management aspects of the health sector and the rectifying of the inequity in health
services. In reality though, there are many difficulties to overcome, and prospects are just as tough as they have always been.

The public health service largely depends on tax revenue for funding. Public health spending eats up 10-11% of the govern-
ment’s budget expenditure, so thereis little hope that more tax money can be allocated to health. In areflection of South Africa’s
decentralized financial management, furthermore, there is a considerable gap between provinces in the real level of spending on
public health. Thisis also causing the major inequity between provinces in health services to become even more pronounced.

« Direction of Assistance for Health and Medical Care

Poverty and low health standards seen among the many poor black people places South Africa below other middle-income
developing nations. The two key pillars of South Africa's current health and medical care strategy are to improve and strengthen
primary care and public hospitals. In view of the limited financial and personnel resources of provincia governments, it is desired
to strengthen effective primary care without placing a heavy financia burden on the provincial governments.

In the future, it will be necessary to establish a relationship of confidence with the South African Health Ministry as a partner
and participate in policy discussions to rebuild the health sector as well as discussions on drawing up comprehensive plans for
funding the required rebuilding work while narrowing down the necessary items. Parallel financing for primary health care pro-
grams through the supply of capital goods and other forms of assistance is believed to hold great promise for aid effectiveness. Fur-
ther, it is also important to extend follow-up support so that the equipment provided can also be installed and used in other
hospitals, and to provide support programs based on detailed planning that incorporates management aspects.

8. Education and Human Resource Development
» Historical Background and History of Education Measures
In South Africain the Apartheid era, education for Whites, Asians and Coloureds was racialy divided under the unprecedented

system, so each group had its own administrative body for education. This in turn has led to a massive educational disparity
between white and black children. Thus, South Africafindsitself in a unique situation marked by the coexistence of amodern edu-

XXi



cational sector and a second educational sector faced with the urgent task of quaitative improvement and quantitative expansion of
basic education that is no different from that in other African countries.

Drastic reform of the education system is the most crucia issue facing post-Apartheid South Africaasit strivesto build a dem-
ocratic nation, and reform here is seen as having the potential to be an important catalyst for change in other sectors.

e Primary and Secondary Education

Primary and secondary education is a priority area for the government, and urgent tasks for future include expanding educa-
tional opportunities and improving the quality of education. What is vital for this to become reality is true social equity in which
discrimination because of race, gender, language, age or any other grounds ceases to exist. Limited resources must be used effec-
tively and efficiently, and perhaps some degree of financial contribution by the beneficiaries cannot be avoided.

A major problem, like other African countries, the immense disparity between regions as seen in the fact that education environ-
ment is seriously deteriorated in many of the homelands. The poor standard of science and mathematics at the former black
schooals is quite striking, and this becomes even more obvious as students progress through the higher school years. In this regard,
too, thereis apressing need not just to expand opportunities to gain a higher education, but to improve the quality of that education
as well. The reality of the situation, however, is that the education budget is already coming under severe pressure, and teacher
numbers are being cut.

» Higher Education

Ingtitutions of higher education in South Africaare acomplex mix of universities, technikong] technical schoolsOJand colleges.
More than a few graduates of secondary school have an inadeguate language capability or a poor understanding of science and
mathematics, but at the same time, there is some concern that because higher education is opening up and being made more acces-
sible, standards at universities and the like may drop.

The standard of education and research at the former white universities has been world-class, whereas at the former black uni-
versities, besides other constraints, the academic capabilities of students graduating from secondary schools were often less than
adequate, so naturally there were limits on the quality of the education provided. Another factor exacerbating the problem of
declining quality is that funding has not kept pace with the sharp rise in the number of students entering the former black universi-
ties. And even after the students graduate, their chances of finding employment are extremely limited. Moreover, the general trend
isthat higher education budgets are being cut, and the number of entrants into universities has levelled off these past few years.

» Adult Basic Education and Training

Adult basic education and training] ABETOoccupies apivota position in the RDP. Government policy affords ABET the same
status as school education, but current realities are that the education budget is under severe pressure and there is not enough fund-
ing even for schools, let alone education targeted at adults.

ABET organizations include adult basic education centres operated by labour groups, churches, NGOs and the like, and other
adult schools that use primary school facilities after hours. However, the government has shown no sign of actively attempting to
systematically combine school education and education facilities and giving illiterate people the opportunity of gaining an educa-
tion.

» Vocational Training

Government of South Africais endeavouring to position vocational training at generally the same level as school education.
While obtaining a skill through vocationa training does not mean that it will lead directly to ajob, there is also a need to consider
providing the opportunity to acquire basic skills for earning a living, including the potential for self-employment in the informal
sector.

The private sector is much more mature in South Africa than it is other African countries. Department of Labour of South
Africa, however, is aware that training is not being carried out on an organized basisin companies, and the lower level workers are
hardly given any opportunities for formal training. In the future, the Government plans to implement skills devel opment measures,
including skills development programs conducted by local governments, under the Skills Development Levies Act.
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* Direction of Assistance

When considering assistance to South Africa, consideration should be given to the possibility that the Government of South
Africawill not accept foreign assistance unlessit isrationa. In particular, if donor countries and recipient countriesaim at apurely
equal relationship as partners, there is aneed to listen carefully to what South Africahasto say.

The role South Africa can play in the development of education within southern African region is by no means small, provided
the region can achieve political and economic stability. In particular, South Africa's predominance in higher education institutions
isclear, and it is widely hoped that this framework will promote the effective use of information technology in areas such as dis-
tance education, and advance exchanges that will work for the benefit of all.

Thus, assistance approaches to be implemented in the future in the areas of education and human resources development should
include the following:

10 Priority to primary and secondary education;

20 Improve the quality of education;

30 Rectify regional disparities;

40 Emphasis on science and mathematics;

50 Support for employment creation;

600 Cooperation in management aspects,

70 Effective use of local resources;

80 Flexible response to aid needs

9. Infrastructure and Energy

» General Trendsin Energy Sector

With limited oil and natural gas reserves and hydropower potential, South Africa’s energy resources are relatively insignificant,
except for its abundant coal, leading to a lopsided energy structure through over dependence on coal. In the area of renewable
energy, active efforts are being made for development of solar energy and wind energy.

 Electric power

South Africa has the largest power network on the African continent. The nation’s power generation capacity accounts for 40%
of total African capacity. This, however, is largely built on the power consumption of the white population, which makes up just
10% of South Africa’s total population, while alarge percentage of black poor, who form the mgjority of the population, still have
no access to electricity.

Through ESKOM, South Africais an important player in power supply in the southern African region as seen in the SAPP pro-
gram that seeksto link SADC countries with South Africa through a power network.

* Roads and Urban Transport

The road infrastructure in South Africa expanded rapidly in the 1960s and 1970s with the extensive construction of primary
roads, including highway networks. While primary roads are comparable with those in developed countries, only 17% of regiona
roads are paved] 199901 , and this figure includes the primary roads. Similar to other facets of the economic infrastructure, roads
are also subject to anationa “north-south divide” with rural roads in particular badly neglected.

About nine million South Africans in cities depend on public transport. However, the coverage of public bus routes is inade-
guate, and safety and security is a problem on commuter trains, so many commuters end up having no option but to use minibuses
or taxis.

Key areas that can be considered for future roads-related assistance are, depending on the form of the loans, infrastructure
development through private-sector participation, and the construction and maintenance of access roads for poor black communi-
ties. Asroad maintenance is identified as an urgent issue, technical cooperation and soft loans to this area are also worth examin-

ing.
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* Rail and Urban Commuter Rail Service

South Africa’s rail network is the most advanced on the African continent, and virtually covers all major citiesin South Africa

Demand for urban rail as a means of urban commuting has been at about the same level as that for bus services, so rail has
become an important means of transport for the black poor. During Apartheid, the commuter rail network did not receive appropri-
ate investment, and in the absence of systematic and uniform transport policies, management and operations remained inefficient,
and rolling-stock and other related infrastructure deteriorated. Meanwhile, train violence and destruction became rampant, and in
the face of growing popularity of and intense competition from minibus taxis, the number of passengers using commuter rail ser-
vicesfell sharply.

The Mandela administration reviewed the effectiveness of inexpensive, environmentally friendly, and, in terms of accidents, rel-
atively saferail transportation, and gave a high priority to the maintenance and extension of the commuter rail network in the pub-
lic commuter transport plan with a view to a future urban development plan.

* Ports and Harbours

With its relatively smooth coastline, South Africa can hardly be said to be blessed with good natural ports, but situated at the
southern tip of the African continent and serving as a vital link between the navigation routes of the Indian and Atlantic Oceans,
South Africa has long had well-devel oped harbours such as Durban and Cape Town.

South Africa has long been the door to the ocean for many SADC countries, and in 1996 South African share of al goods han-
dled by southern African portsd SADC countriesC]stood at 91%. The South African government is also planning to help develop
Maputo port in Mozambique, which is closer to the metropolitan area of South Africa.

* Aviation

Most airports in South Africa are under public management, but in the past few years the government has been pushing ahead
with privatization. Johannesburg International Airport has aready shifted to private-sector management.

Johannesburg International Airport, the largest airport in South Africa, is also among the largest in Africa, and with the end of
Apartheid and South Africa’s closer ties with other African countries, its role as a hub airport linking Africa with Europe, North
Americaand Asia has become much more prominent.

» Telecommunications and the Postal Service

For a developing country, South Africa possesses a high level of technology and has a well-devel oped infrastructure, however
there are still many telecommunication-related issues that must be addressed, including the low telephone penetration rate among
black communities, measures to counter crime such as theft of telephone cable, unpaid telephone charges in poor regions, and
catching up to the developed countries in information technology. Again, the major task in the area of telecommunications is to
remove the racial disparity in access to infrastructure.

In the area of postal services aswell, racial and regional disparities has grown in the provision of services under the Apartheid
structure.

What is needed in this area from Japan is technical cooperation rather than loans; for example, offering advice on the organiza-
tional reform of Telkom, and providing I T-related assistance. Loans, however, still have an important role to play along with tech-
nical cooperation, though, in connecting poor rural areas to the telephone network as an integral part of comprehensive regional
devel opment.

* Water Resources

South Africa’s water resources tend to be concentrated in remote regions, so water often has to be piped considerable distances
to places of demand, limiting the volume of water and supply and pushing up water resource development costs. Along with run-
off, groundwater is aso being developed, but there are problems with this source in that groundwater boreholes are scattered
throughout the country and all are of asmall scale, and that the quality of the water obtained is generally poor and not particularly
suitable for drinking. Nonetheless, groundwater still fulfilsarolein farmirrigation in dry areas, and for water supply in black rural
communities.

The 1996 Constitution guarantees that everyone has the right to have access to sufficient water, indicating the importance of

XXiV



water supply as anational issue.

» Water Supply and Sewerage

As in many other aspects of South African life, the country isin fact two societies in one: in the cities people have access to
world-class water, whereas people living in black residential areas in the former homelands do not even have access to community
water taps. For them, reality is constant trips to carry water from the local well or river, but the quality of the water even from the
wellsis quite poor, and sanitation is often a problem.

To tackle these problems, the South African government has emphasized water supply to and environmental sanitation in black
rural communities. Since fiscal 1994, numerous water projects have been implemented in al provinces, but much still needs to be
done to increase access to clean water.

The RDP highlights sanitation, including sewerage systems, as a priority area along with water supply, but sanitation facilities
were in an even poorer condition than water supply, making their development that much more difficult. Asis the case with water
supply, there is substantial racial inequality in accessto sewerage systems, with the level of access among black communities man-
ifestly low.

* Direction of Assistance

In South Africa, there is an ongoing need to inject significant amounts of money in all infrastructure areas, and to identify how
those funds will be obtained and who will take the lead in infrastructure devel opment as the central government continues along its
path of “small government”, reduced subsidies and privatization.

When providing aid to South Africa, Japan must present schemes that are in line with South African needs and are asflexible as
possible in consideration of South African government’s wariness of the political influence of foreign assistance. Both Japan and
South Africamust patiently discuss the variousissues at al levels, from policy to implementation, and from government to private
sector.

Priority must undeniably be given to improving the living environment for black communities. Specific targets include e ectrifi-
cation, roads, commuter rail, water supply and sewerage systems, telephones, and housing devel opment in provinces and areas sur-
rounding the mgjor cities.

In upgrading South African industry, it should be appropriate to conduct technical cooperation in concert with Malaysia and
other countries with which South Africa has close and strong relations. It is expected that the private sector will extend funds and
provide assistance for natural resources development and profitable type economic infrastructure development on a private or
semi-private base, so Japan should also ook into providing fund assistance centred on the use of, for instance, the OOF other offi-
cial flowsOsuch as JBIC untied loans] including BOT-type programs[] .

Part Il. Trends in Japan’s ODA to South Africa

Since 1990 Japan has been providing grant through international organisations, accepting trainees and extending grant aid to
projects help Africans, who were forced to make tremendous sacrifices under Apartheid. Since Mandela's election in 1994 Japan
has positioned South Africa among its highest priority aid countries from the viewpoint that the development and stability of the
new South Africa can contribute to the development and stability of southern Africa, and indeed, the entire African continent. In
July 1994, Japan announced the South African support package centring on aid that would benefit the poor. In December 1998,
policy discussions were held on technical cooperation and grant aid, agreeing to set human resources devel opment for black people
asitsbasic policy line.

In addition, when President Mbeki succeeded President Mandelain June 1999, Japan announced that it would continue to pro-
vide an appropriate level of assistance based on cooperation outcomes over the past five years that had totalled roughly $1.5 bil-
lion.

So far, Japan’s primary task in providing cooperation to South Africa is to support the two aid pillars of satisfying the basic
needs of the people equally by enhancing the delivery of services, which is a central theme of the RDP, and creating employment
by cutting the budget deficit and achieving a stable high rate of growth around the 6% mark through stronger GEAR policies.

Yen loan assistance began as part of Japan’s South African assistance package announced by the Japanese Government in July
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1994 worth 1.3 billion dollars[] following the dismantling of Apartheid and democratisation in South Africa. The assistance pack-
age included 300 million dollars of ODA, of which 250 million dollars were earmarked for yen loans. However, the actual lending
process has not been all that smooth for a couple of reasons. First, there have been instances of the South African Government
walving ayen loan after making arequest for one, asin the case of the Eastern Cape Province Road Devel opment Project. Second,
problems such as a delay in the approval of aloan after the signing of an E/N and the failure for some projects to trandlate into an
increase in actual lending after their approval have arisen from the currency exchange risks associated with yen loans.

Part Ill. Recommendations for Japan’s ODA to South Africa

1. Basic Perspectives on Bilateral Development Cooperation to South Africa

» Singular Regiona Power” - South Africaas a player in the world politico-economic situation

Accounting for almost half of total production by Africa's 47 countries and 80% of production by SADC member countries,
South Africa alone stands out in Africa Region. Although an aid recipient, at the same time South Africa also provides aid of
roughly 300 million yen ayear to neighbouring countries. Since the end of Apartheid, South African private-sector investment has
been spreading widely, not just throughout neighbouring countries but around the central and southern regions of the continent as
well. When looking at South Africa, therefore, we should always view the nation as a player in the world politico-economic situa-
tion.

» TheLegacy of the Apartheid: Hidden awful backwardness

In contrast to such an external appearance of strength, South Africais burdened with the Apartheid legacy. South Africa cannot
deal with itsdark past reaching back 400 years and build a new nation overnight. The vigour of the mining industry and other core
industries, and average income levels give no indication of the problems facing South Africa’s black poor. Comprehending the spe-
cial character that stems from the two sides of South Africa— “strength and future as aregional power” and “difficulties brought on
by remnants of the old Apartheid institution” — is the most fundamental and crucial key to understanding the significance of inter-
national cooperation for South Africa, and reflecting on how that cooperation should unfold in the future.

» TheRole of ODA for Strengthening “Global Partnership”

In the light of its position in the world, the idea of cooperation to South Africa should not be confined to contributing to the sta-
bilization and sound development of that country alone; rather, there is a need to broaden the cooperation vision to incorporate
southern Africa, or the entire African continent, and in turn, to work toward strengthening ties between Africaand Asia. To achieve
this, both Japan and South Africa need to question the current form of Japanese ODA from the key concern of how it can contrib-
ute more directly to peace and stability in southern Africa and throughout Africa as awhole. In view of their respective positions,
furthermore, Japan and South Africa should step beyond the simple bilateral framework and pursue a cooperation structure that is
conscious of the potential of this cooperation to form a bridge for broader Asian and African cooperation.

2. Priority Areas for JAPAN's ODA to South Africa

» Socid Stahilization through Support for Basic Livelihoods of the Poorest African Population and Job Creation

1) Stable supply of basic public services
Major challengesin assistance for South Africa's African poor are summarized below.
First is the stable delivery of basic public services. Health and basic education services, including basic health care, pri-
mary and secondary education, literacy education, and general water supply, are fundamental. The efforts of the govern-
ment and people alone are not enough to build a society where even the poorest groups have access to at least the
minimum necessary health care, education and other public services to enable them to live independent lives with dignity.
Japan must continue and expand cooperation with highest priority given to these areas.
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2) Support for self-reliance through job creation
Second is the importance of assistance for self-reliance through job creation, especially rural community development and
fostering labour-intensive industries.
Apartheid completely disregarded African agriculture, and dispossessed of their land and forced to work long distances
from their homes, black communities move out of agriculture, and rural communities were no longer able to absorb
labours. Apartheid also prevented labour-intensive industries typical of a semi-industrialised country from developing,
resulting in avery serious employment situation in South Africa
In the face of this, the South African Government has identifed employment creation as one of the top priority economy
policy tasks, but the initiative is yet to produce tangible results and its future outlook is not particularly good.
Based on this, Japan has been providing cooperation for grass-roots project for organizing farmers, improving farm man-
agement, and fostering African and women entrepreneurs. In future cooperation, it will be important to continue coopera-
tion in these areas and to develop and implement specific cooperation programs for creation of new rural communities.

3) Moredirect support for socia stability and protection of the socially vulnerable

The deterioration in safety and socia security in South Africais extremely serious compared to other nationsin the world,
and there is a pressing need to tackle the high incidence of heinous crimes. Support should not be confined to simply pre-
venting the direct damage from crime; unless crimeis reduced and people can feel safe to leave the protection of their own
homes, socioeconomic development is a mere pipedream. Japan has already been providing cooperation to enhance the
function of the police force, but more is required from the perspective of protecting women and other vulnerable members
of society from crime, and contributing to the improvement of safety and social security in poor residential areas. This
should go beyond strengthening measures to curb crime. There is aso a need to examine the kinds of cooperation that can
enhance protection for the rights of victims, prevent crime, and turn around the trend of tolerating violence, which is at the
heart of much of the crime in South Africa.

 Support for Provincial and Loca Government Capacity Building that will Form the Core of the Sustainable Development Sys-
tem

Regarding measures to combat poverty, South Africais burdened with a severe handicap of amajor administrative void as aleg-
acy of Apartheid in which 35 million African people were not recognized as citizens of South Africa, and received no government
services. It isimportant to fill this major administrative void and build a sustainable development system, and the key to thisis the
part played by local entities, especially provincial governments, and the non-profit sector.

In general, the South African government only formulates policy, and hardly becomes involved in its implementation, while
provincia governments and other local government bodies in many cases do not have sufficient capabilities to implement these
functions as to date the private non-profit sector has been the main provider of those services. Provincial governments, moreover,
are generaly lacking in people with technical or specialist skills, and overall administration can tend to be inefficient.

Japan is providing assistance for human resources development in such areas as general local administration institutions, police,
health and education by way of programs for provincial and local government capacity building to help South Africaresolve this
administrative void through its own efforts. Cooperation in this area should be implemented more efficiently in the future.

 Clarification of Cooperation and Role-Sharing beyond the ODA Framework

When considering ODA to South Africa, what are important are a partnership that steps beyond the ODA framework, and, at the
same time, formation of a part of the process of clarifying ODA role sharing within that partnership. It is desirable that Japan
actively implement various promising aid proposals that combine both practical appropriateness and creativity. It is also desirable
that policy makers adopt as flexible an approach as possible regarding the ODA system and the form of aid, with consideration
given to the special nature of South Africa and the importance of the Japan-South Africa relationship.

What South Africaislooking toinitsinternational cooperation with Japan is the development of bilateral relations based on a
bold outlook conceived in the advancement of 21st century globalism, and pragmatism that will bring thisto fruition in atangible
form. With full consideration to South Africa's expectations, Japan is extending ODA to the “shadow” areas where OOF and pri-
vate-sector economic activities on a commercia base would find it difficult to enter, and at the same time, it must also maintain
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cooperative ties with OOF and the private sector and provide lateral assistance that is complementary to their activities.

3. Practical Measures and Considerations

» Cooperation that Reaches the Poorest People and Ensuring Sustainability

Having cooperation reach the poorest communities by expanding its effect from single points to whole areas in aform that can
ensure sustainability is by no means simple. So that aid does not end up as mere relief from past poverty, aid providers and recipi-
ents must take a tough view on what kind of aid can be absorbed and sustained after it has been implemented, and work together
through trial and error to ensure the aid provided is appropriate without sticking to traditional approaches.

« Effective Collaboration with the Non-Profit Sectdrl NGO/CBOO

The private non-profit sector has been providing services on a voluntary basis in place of local governments, and has built a
great depth of experience and influence in development projects. The experience and vitality of the private non-profit sector can be
effectively utilized to complement the service-providing efforts of provincial governments, and ensure that assistance reaches poor
Africans.

More can be expected not just from the South African private non-profit sector, but also from the Japanese private non-profit
sector active in South Africa. For example, one Japanese NGO is carrying out many dynamic projects including those aimed at
revitalizing communities by building structures that promote the autonomous community development and assistance for natural
farming methods, and has established a valuable human network within South Africa. Participation in the Japan-South Africa Part-
nership Forum by NGOs from both countries is worth serious consideration.

« Effective Collaboration with Loca Resourcesl local private companies
South Africa has many highly capable private companies, and these local resources can be used in such areas as construction of
facilities under financia assistance. Their use is expected to increase in the future.

» Consistency with South African Government Policies and Partnership including the implementation level

The South African government does not always give the same priority to issues as that given by international cooperation for
South Africa. Moreover, while the central government does not welcome participation by foreign experts in the policy making pro-
cess within the government sector, the South African government does use the private sector quite decisively in policy formulation.
When considering participation in its policy process, therefore, it is important to observe the following two points: the donor
should never be presumptuous enough to request it or even force it; and even if it is allowed to take part, the donor should never
“advertise” the fact. Indeed, these have become a common understanding of locally-based experienced foreign aid personnel from
various countries.
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ABET
AFD
AfDB
AIDS
ANC
CBO
CEC
COSATU
CSS
DBSA
DFID
DLA
DTI
DWAF
EU
FAO
GATT
GDP
GEAR
GNP
HDI
HIV
HSRC
IBRD
IDASA
IDT
IFC
IMF
IOR-ARC
ISS
JSE
vC
Kfw
MERG
MIIF
NDA
NGO
NQF
ODA
RDP

SACP
SACU

Abbreviations

Adult Basic Education and Training
France Development Agency

African Development Bank

Acquired Immune Deficiency Syndrome
African National Congress
Community-Based Organization
Commission of the European Communities
Congress of South African Trade Unions
Central Statistical Service

Devel opment Bank of Southern Africa
Department for International Development
Department of Land Affairs

Department of Trade and Industry
Department of Water Affairs and Forestry
European Union

Food and Agriculture Organization

General Agreement on Tariffs and Trade
Gross Domestic Product

Growth, Employment and Redistribution
Gross National Product

Human Development Index

Human Immunodeficiency Virus

Human Science Research Council
International Bank for Reconstruction and Devel opment
Ingtitute for Democracy in South Africa
Independent Development Trust
International Finance Corporation
International Monetary Fund

Indian Ocean Rim Association of Regiona Cooperation
Institute for Security Studies

Johannesburg Stock Exchange

Japan Volunteer Center

Kreditanstalt fur Wiederaufbau

M acroeconomic Research Group
Municipal Infrastructure Investment Framework
National Development Agency
Non-Governmental Organization

National Qualification Framework

Official Development Assistance
Reconstruction and Development Programme
South African Airways

South African Communist Party

Southern African Customs Union
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SADC Southern African Development Community
SANGOCO South African NGO Coadlition
SANRA South Africa National Roads Agency
SAPS South African Police Service
SARB South African Reserve Bank
Stassa Statistics South Africa
TICAD Tokyo International Conference of African Devel opment
TNDT Transitional National Development Trust
TRC Truth and Reconciliation Commission
UN United Nations
UNHCR Office of the United Nations High Commissioner for
Refugees
UNIDO United Nations Industrial Devel opment Organization
UNISA Univesity of South Africa
USAID United States Agency for International Development
WTO World Trade Organization
< Currency > Currency 0 Randd Rand: RO US$1 0 7.74R0O as of Dec. 1, 2000.00

< List of Provinces >

Province

Northern
Eastern Cape
KwaZulu Natal
Mpumalanga
North West
Gauteng

West Cape
Northern Cape
Free State
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Basic Concept of the Report

Basic Perspectives on Development
Assistance to South Africa

“Singular Regiona Power”,
South Africa as a Part of the World
Politico-Economic Situation

The Legacy of the Apartheid:
Hidden Awful Backwardness

The Role of ODA for Strengthening
“Global Partnership”

Priority Areas for Japan’s ODA
to South Africa

Social Stabilization through Support for Basic
Livelihoods of the Africa Poor Population and
Job Creation

« Stable supply of basic public services

« Support for self-reliance through job cre-
ation

» Moredirect support for socia stability and
protection of the socially vulnerable

Support for Provincial and Loca Government
Capacity Building that will Form the Core of
the Sustainable Development System

Clarification of Cooperation and Role-Sharing
beyond the ODA Framework

Practical Measures and Considerations

Cooperation that Reaches the Poorest People and
Ensuring Sustai nability

« Utilization of Integrated Social Devel opment
Programs

¢ Program coordinators

 Policy advisors, wide-area experts, wide-area/
regional project formulation specialists

« Turning project leaders into program |leaders

Effective Collaboration with the Non-Profit Sector
(NGO/CBO)

Effective Collaboration with Local Resources
(Local private companies)

Consistency with South African Government Policies
and Partnership including the Implementation Level
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