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Conditions in the money market generally remained
tight during 1993, largely because of a substantial
decrease In the net foreign assets (including gold) of the
Reserve Bank. The Bank prevented conditions from
becoming too tight by injecting additional liquidity in the
domestic money market. In view of the relatively tight
conditions and expected interest rate movements, the
decline in money market interest rates, which had already
started at the beginning of 1990, continued during 1993
but took place at a much slower pace than in 1992.

Activities on the Johannesburg Stock Exchange, the
bond market and the South African Futures Exchange
remained buoyant throughout 1993. A decline in the
inflation rate, the tumn-about in economic activity and a
sharp increase in net purchases of securities by non-
residents served to fuel a strengthening bull market.
Share and stock prices accordingly increased
considerably. The market for fixed property also
improved significantly in the second half of 1993, The
success that was achieved with the reduction of the
inflation rate, in conjunction with a decline in overseas
interest rates and continued net foreign purchases of
domestic loan stock, led to a sharp decrease in long-
term interest rates and yields during the course of 1993.

The revival of economic activity and the attainment of
greater financial stability in the economy were restricted
by a continued large net outflow of capital not related to
reserves. Owing largely to political uncertainty, the
ongoing intemal unrest, pressure on the exchange rate of
the rand, a relatively strong US dollar internationally and
the relatively high cost of foreign borrowing on
international capital markets, a net outflow of capital of no
less than R16,3 billion was registered in 1993, Over 90
per cent of this net capital outflow was in the form of
short-term capital, i.e. capital with an original maturity of
one year or less, and errors and unrecorded transactions.

These large capital outflows caused the net gold and
other foreign reserves of the country to decrease by
R10,3 billion in 1993, In order to support the level of the
foreign reserves and the exchange rate of the rand, the
monetary authorities made drawings of R7,1 hilion on
foreign credit facilities (including an IMF loan) in 1993, As
a result of these drawings, the gross gold and other
foreign reserves of South Africa declined only marginally.
In the first two months of 1994 this position seems to
have improved considerably, as reflected in an increase
of R1,1 billion in the net foreign reserves of the Reserve
Bank, even though a repayment of R1,7 billion was made
by South African debtors on foreign debt in terms of the
final arrangernents with foreign creditor banks.

Despite borrowing by the authorities, the nominal
effective exchange rate of the rand declined by 8,7 per
cent in 1993, compared with 4,4 per cent in 1992. This
sharp drop in the nominal effective exchange rate of the
rand exceeded the inflation differential between South
Africa and its main trading partners; the real effective
exchange rate of the rand therefore also declined by 4,9
per cent in 1993.
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The government exercised considerable financial
restraint in 1993 and for the second consecutive year real
government consumption expenditure increased by less
than % per cent, compared with an average annual rate
of 4 per cent in the 1980s. The Exchequer deficit before
borrowing and debt repayment as a ratio of gross
domestic product accordingly amounted to 7,3 per cent
in the first nine months of fiscal 1993/94, l.e. fairly close
to the level of the deficit budgeted for the year as a
whole. Although this is a considerable improvement in
comparison with the preceding year, the present level of
the govemment deficit is still clearly unsustainable in the
long run and, if maintained, will lead to a sharp rise in
government debt.

Efforts by the Central Government and parastatal
organisations to curtail increases in current expenditure
caused the total employment by public authorities to
decrease sharply in 1993. Private-sector employment
also decreased in the first quarter of 1993, but there are
indications that retrenchments may have bottomed out in
the second half of 1993, The sharp reductions in
employment in the formal sectors of the economy since
the second quarter of 1989 have offset increases in
employment in the preceding six years. This means that
no net additional employment has been provided in the
formal non-agricultural sectors of the economy over the
past ten years.






























Net capital movements (not related to reserves)*

R millions
1992 1993
Year 1stgr 2nd gr 3rd gr 4th gr Year
Long-term capital
PUblc AL NONES. .. cxrerss i vrrpsxsadessinraessshesrmvesn ] | EAIDE -119 -597 -738 -619 -2073
Public corporations ........cveveeevrcirvenniincnnne. 1 0580 -526 -132 -140 -876 -1 674
Private SeCtor.......cccvuimmismen -4 653 441 750 -224 1280 2247
Total long-term capital ,......cccoemviciciinniiniinnnn. =1 511 -204 21 -1102 -215 -1 500
Short-term capital not related to reserves
MONELArY SBCIOT cuvrseirrssnussrrmssmiasireremeassmesseseses. 3008 =1 799 -1 033 652 -629 -2 809
Other, including unrecorded transactions....... -5468 -1652 -1787 -3 900 -4625  -11964
Total capital movements, excluding
liabilities related to reserves.......ccusmisssnns -3673 -3655 -2799 -4 350 -5469 -16 273

* Redefined to include the foreign short-term liabilities of the private monetary sector,

political and social uncertainty, the ongoing internal
unrest, pressure on the exchange rate of the rand
combined with a relatively strong US dollar, and the
practice of some foreign banks to reduce their
outstanding claims on non-residents at the end of their
financial years, a net outflow of capital of no less than
R5,5 billion was recorded in the fourth quarter of 1993;
this level was somewhat higher than the net outflow of
R4,4 billion in the third quarter of 1993,

As in the previous quarters, the continued large net
outflow of capital in the fourth quarter of 1993 again
occurred mainly in short-term capital, including errors and
unrecorded transactions. The net outflow of short-term
capital not related to reserves increased from R3,2 billion
in the third quarter of 1993 to R5,3 billion in the fourth
guarter, The net outflow of long-term capital, on the
other hand, contracted from R1,1 bilion to R0,2 billion
over the same period.

For the calendar year 1993 as a whole a net outflow
of R16,3 bilion was registered, which was substantially
higher than the net outflow of R3,7 billion in 1992; the
curmulative net outflow of capital since 1985 now adds
up to R49 billion. Over 90 per cent of the net capital
outflow in 1993 was in the form of short-term capital, i.e.
capital with an original maturity of one year or less. A
large part of this short-term capital outflow was due to a
decline in the financial rand balances with banks because
of net purchases of securities by non-residents.

The net outflow of long-term capital of R1,5 billion
consisted largely of repayments on foreign loans by
public authorities and public corporations. Owing to the
relatively high cost of foreign borrowing vis-a-vis
domestic borrowing, these institutions were reluctant to

12

roll over debt faling due to non-residents. No less than
R1,6 bilion on bearer bonds and notes and R1,8 billion
on loans guaranteed by foreign governments were
therefore redeemed in 1993, These institutions and the
private sector also made net repayments of R0,9 billion
on debt converted to medium- and long-term loans
outside the standstill net, while the final three instalments
to foreign creditors in terms of the Third Interim Debt
Arrangements came to R2,4 billion in 1993.

Although a net inflow of long-term capital to the
private sector of R2,2 billion was recorded in South Africa
in 1993, this included net purchases of R4,2 bilion by
non-residents of securities listed on the Johannesburg
Stock Exchange; these purchases do not, of course,
represent a net gain of foreign reserves to the country
because they were offset by corresponding outflows in
other categories of the capital account (for example in the
short-term foreign liabilities of monetary Institutions), in
view of the fact that these transactions had to be
concluded through the financial-rand mechanism.

Foreign reserves

The net result of the large outflow of capital not related to
reserves and the slightly smaller surplus on the current
account of the balance of payments was a decrease of
R4,3 billion in South Africa’s net gold and other foreign
reserves in the fourth quarter of 1993. The country's net
foreign reserves therefore declined by R10,3 billion in the
calendar year 1993; a significant turn-about from the
increase of R0,3 billon recorded in 1992. In the first two
months of 1994, however, a sharp reversal in this
aggregate took place and the net foreign reserves of the
Reserve Bank rose by R1,1 bilion.







































A macro-economic examination of the price-formation
process in the South African economy

by C.J. Pretorius and M.M. Smal

1. Introduction

South Africa has been troubled by relatively high inflation
since the beginning of the 1970s. Over this period
inflation expectations became firmly entrenched and until
fairly recently people have generally assumed that
inflation will continue at a rate in the region of 15 per cent
per year.

In 1989 the Reserve Bank announced its intention
to deal effectively with the problem of inflation. The
Bank then adopted as its mission the protection of the
internal and external value of the rand. The Bank
proclaimed in no uncertain terms that its future actions
would concentrate on the need to obtain financial
stability in order to reduce the rate of inflation.

For a while it appeared as if the Bank's efforts met
with little success. Inflation remained high and at times
moved even higher under the impact of some price-
raising exogenous shocks. Only after a protracted period
of persistently restrictive monetary policy did price
increases begin to subside.

In some circles the long delay in the response of
prices to the tightening of policies was interpreted as
an indication of the impotence of monetary policy,
However, such a delay is perfectly reconcilable with a
theoretical model of the price-formation process that
was developed by the Economics Department of the
Reserve Bank during the first half of the 1980s.

The purpose of this paper is to describe the price-
determination process as contained in the econometric
model of the Bank. The development of this theoretical
model is depicted in Section 2 of the paper. The most
important variables of the model, which is based
predominantly on the expectations-augmented version
of the Phillips curve, are then discussed briefly in Section
3. The quantification of the price-forming process is
portrayed by means of economic equations in Section 4
and the price-determination process is summarised in a
flow chart in Section 5. Some pertinent remarks with
fegard to the curbing of inflation, as they are suggested
by the study, are made in Section 6.

2. A theoretical model of price-determination

The point of departure for the description of the price-
formation process is that output prices are essentially
determined as a fixed mark-up over costs. When
output prices are defined as value-added deflators and
output itself is defined as the value-added concept of
the national income and product accounts, labour

costs become the most important single cost element,
In accordance with this simplification, output prices are
derived as a fixed mark-up over labour costs,

Labour’s share in the aggregate value of output
has traditionally been expressed in mathematical
terms as:

— WN
o= 1
Py g
where W = nominal labour costs (wage) per unit of

labour input,

N = number of units of labour input,
P = final product price per unit of output, and
y = the physical volume of output.

By rearranging Equation (1), output prices can be
expressed as the product of a constant mark-up factor
and the costs of labour per unit of output:

P=é"W57"4

=mu x ULC )

where mu = gi = mark-up factor, and

u:_cz%f! = the cost of labour per unit of output.

A simple algebraic manipulation of the expression for
unit labour costs reveals that unit labour costs can be
written as the quotient of the nominal wage and the
average productivity of labour':

= N
uLc VN

>I=

3)

where A = y/N = average output per unit of labour
input, i.e. average labour productivity.

Incorporating Equation (3) Into Equation (2) and

From this formulation follows that the ratio which is
usually labelled as “real unit labour costs” (¥2) is equal
to labour's share in the aggregate nominal value of
output (&),
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rewriting the resultant expression in terms of percent-
age changes gives the following expression for output
price changes:

P=W-A @)

where a dot over a variable indicates percentage
change.

Equation (4) indicates that changes in final output
prices are the net result of changes in wage rates less
changes in the average productivity of labour. If
nominal wage growth exceeds productivity growth,
output prices rise. Conversely, if nominal wage
growth falls short of productivity growth, output prices
will fall according to Equation (4). Only when wage
growth matches productivity growth will price stability
prevalil.

It can reasonably be assumed that price-setters
respond to changes in nominal wage rates in a manner
that differs from their response to changes in average
labour productivity. In the short term, movements in
prices are more likely to be dominated by changes in
wage rates rather than by changes in productivity levels.

Although measured labour productivity may exhibit
fairly dramatic changes in the short term, such
changes are usually short-lived and are soon reversed.
In contrast, fundamental changes in labour productivity
are likely to occur gradually as the existing labour force
acquires new skills, production techniques became
more advanced and skilful management succeeds in
improving the cost-efficiency of the production
process.

Nominal wage increases (just as productivity changes)
are highly volatile over the course of the business cycle,
but rising wages (unlike short term productivity increases)
are rarely reversed by later declines in nominal wages.
Wage increases in the short term therefore tend to
swamp the impact of productivity improvements on
prices, Thus, attempts to explain short term price-setting
behaviour have to focus much more closely on wage
changes than on productivity changes.

A popular approach for explaining changes in
nominal wages finds its origin in Phillips’ statistical
analysis of the relationship between wage rate changes
and unemployment rates in the United Kingdom.?
Phillips’ statistical analysis pointed to a direct negative
relationship between the rate of increase of nominal
wages and the unemployment rate. This relationship
can be formulated as follows:

W =f(u), f' <0 (5)

where u indicates the unemployment rate and f' the
first derivative of the functional relationship.

Phillips, AW.: “The relationship between unemployment
and the rate of change in money wage rates in the UK.,
1861-1957", Economica, November 1958, pp. 283-299.
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The original relationship between nominal wage
changes and the unemployment rate, or the so-
called Phillips curve, was widely interpreted as
offering a menu of policies which allowed policy-
makers to choose between various combinations of
rates of wage increases and unemployment rates.
Less unemployment was attainable according to the
Phillips curve, but at the cost of faster wage inflation.
Economies with a preference for lower inflation
could, on the other hand, indulge this preference, but
would then have to accept a higher unemployment
rate.

The possibility of obtaining a stable trade-off between
wage rises and unemployment was not confirmed by
developments in many industrialised countries during the
1970s. Most of these countries experienced a more or
less unchanged unemployment situation coupled with a
variable inflation rate. This contradicted the original view
of the Phillips relationship that nominal wage growth and
unemployment were uniquely related.

The developments of the 1970s called for a
revision of the Phillips relationship between wages and
unemployment. To allow the same unemployment
rate to co-exist with multiple inflation rates, it was
suggested that inflation expectations should be added
as an explanatory variable in the wage-determination
model.® This expectations-augmented version of the
model postulates that a nominal wage increase, which
may be acceptable to workers for a given
unemployment rate and inflation rate, is unlikely to be
acceptable when unemployment remains unchanged,
but inflation is expected to be much higher than
before.

A further theoretical insight which was added to the
wage-determination model in order to eliminate some
of its perceived deficiencies, is that so-called “full
employment” of labour is consistent with some
unutilised labour resources. Such unemployment is
fully compatible with equilibrium in the goods and
labour markets and results from unavoidable frictions
in the functioning of these markets. Expressed as a
percentage of the total labour force, such
unemployment is referred to as “natural" and its
accompanying unemployment rate as the “natural
rate of unemployment”, It differs from country to
country and is mainly determined by factors such as
the degree of unionisation of labour supply, labour
mobility, cost of information and search confronting
job seekers, the availability of unemployment benefits
and other factors that may inhibit the productive
utilisation of all labour resources. The natural rate is
not affected by short-term stabilisation policies, but it
can be influenced by government policies regarding
the structure and functioning of the labour market,
such as education programmes, minimum-wage

' See Friedman, M.: "The role of monetary policy”,
ican Economic Review, March 1968, pp.1-17.



legislation, unemployment compensation, social
security programmes, re-training of unemployed
workers and the availability of labour-market
information. Sustained inflation, through its
debilitating effect on the efficient functioning of a
market economy, is also likely to raise the natural rate
of unemployment to a higher level.

A wage-determination model based on the view
that workers are remunerated according to
productivity improvements and incorporating the
original ideas of Phillips, inflation expectations and the
natural rate hypothesis, can be presented algebraically
as follows:

W=a (u-u)+aA+ape, a<0; a,a>0 (6)

where u" = natural rate of unemployment, and

p* = expected future inflation rate.
All the other symbols have the same meaning as
before.

Equation (6) states that wage changes are inversely
related to the unemployment rate (u). For low levels of
unemployment, or when the actual unemployment rate
is below the natural rate (u-u® < 0), nominal wage
increases will be higher. When unemployment
increases during times of economic slack to levels
exceeding the natural rate (u-u* > 0), downward
pressure is likely to be exerted on changes in nominal
wages. Equilibrium in the labour market will be
attained when the actual unemployment rate matches
the natural rate. In such an event, wage rises may stil
occur because of increases in labour productivity and
the persistence of inflation expectations.

Equation (6) served as the basis for the estimation
of an empirical function explaining nominal wage
change in South Africa. The Inadequacy of
information on unemployment, however, necessitated
a slight modification of the unemployment variable.
Following Okun® it is assumed that a direct
relationship exists between the unemployment rate
and the difference or gap between potential
aggregate production and actual aggregate
production. This implies the existence of a certain
output level where the gap between potential
production and actual production Is consistent with
equilibrium in the labour and goods markets — a so-
called “natural output gap”, The output gap and the
natural output gap were consequently substituted for
the unemployment rate and the natural un-
employment rate in Equation (6).

Some interesting conclusions can be made from
this wage-determination model, If it is assumed that
labour is fully rewarded for productivity improvements

“ Okun, A.: Potential GNP; Its measurement and signifi-
cance, Proceedings of the Business and Economic
?éaéizstics Section of the American Statistical Association,

and fully compensated for expected inflation, both a,
and a, in Equation (6) equal unity. By incorporating
Equation (B) (with a, = a, = 1) into Equation (4), the
following relationship is obtained:

p=a (G-GY)+p", a<0, )

where G and G* indicate the actual and the “natural”
output gaps, respectively, Equation (7) can be
adjusted slightly as follows:

p = p‘ = 81 (G'G‘)| a| {.O- (8)

From Equation (8) it can be deduced that attempts to
permanently reduce the actual output gap below its
natural level® requires actual inflation to be consistently
higher than expected inflation. If it is assumed that
inflation expectations will eventually adjust to actual
inflation, a continuously accelerating inflation rate is
necessary to ensure that the actual output gap is
permanently lower than its natural level. Thus,
according to the postulated wage-determination
model it is possible to encourage higher output and
employment levels by allowing inflation to accelerate.
However, if the expectations-formation process is
such that inflation expectations ultimately adjust to
actual inflation, the output gap will widen once again
and return to its natural level, leaving the economy
with a higher rate of inflation and without any durable
improvement in the level of output and income.

3. The variables of the model

The variables of the specified model are described briefly
in this section. A distinction is drawn between
endogenous variables (whose values are determined
within the framework of the model) and exogenous
variables (whose values are not determined within the
model, but which play a prominent role in the
determination of the values of the endogenous
variables).

Endogenous variables

Wage per worker

The dependent variable in the wage equation is
calculated as the percentage change over four quarters
in the average remuneration per worker in the non-
agricultural sectors, excluding the gold-mining sector
and the general government, Aggregate labour

* This is equivalent to reducing the unemployment rate
below its natural level or raising actual output beyond the
level consistent with the full employment of labour
resources.
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were well below the inflation rate. The relatively large
increases that occurred during 1982, 1984 and 1989
can be partly attributed to increases in the general sales
tax rate during those years, whilst the increase in 1988
can be ascribed to the introduction of the fuel levy.

4. Statistical estimation of wage and price
equations

In this section the results of the statistical estimation of
the theoretical model are discussed. Ordinary least
squares estimation techniques were applied and the t-
values of the estimated coefficients and the following
summary statistics are tabulated:

=2

R = Adjusted coefficient of determination;
D-W = Durbin-Watson d-statistic;
RHO = Autocorrelation coefficient.

Quarterly data were used and the period of estimation
is also indicated.

Wages in the private sector

The dependent variable in the wage equation is the
percentage change over four quarters in the average
nominal remuneration per worker in the non-agricultural
sectors, excluding the gold-mining sector and the
general government, and is denoted by W,. The
following explanatory variables are included in the
equation;

- the difference between the output gap, expressed
as a percentage of potential output, and the average
percentage output gap over the sample period (u=G-
G"):

— the percentage change over four quarters in the
real output per worker in the non-agricultural sector,
excluding the general government and the gold-mining
sector (A);

— Inflation expectations, based on changes in the
derived deflator for private consumption expenditure

(p%); and

= a dummy variable (fv), used to indicate the entry to
and presence of labour unions in the labour market
since 1980, with 1980.1 to 1992.IV = 1.0, and O
otherwise'.

" The stability of the estimated equation over the entire
period was the prime consideration for the inclusion of
the dummy variable. See the section under the heading
*“Tests for structural change” below.
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The estimated wage equation is as follows:

: 1 ;
W, = 089p*-0,550,25% u,-9.3)+060:A + 2,87

=]

(17,43) (5,26) 6.06) (3,22)
R° =045
D-W = 1.70
RHO = 0,48

Estimation period: 1970.1 to 1992.IV

The relatively low R™-value can be attributed to the fact
that the dependent variable is the percentage change
in wages over four quarters, which is subject to large
fluctuations.

Because all the variables, apart from the dummy
variable, are expressed as percentage changes, the
estimated coefficients can be interpreted as elasticities.
The coefficients accordingly indicate the percentage
change in the nominal wage that can be expected from
a change of one per cent in the relevant explanatory
variable. The size of the coefficient of the dummy
variable indicates that labour unions were very
successful in accelerating the rate of wage increases.
On average, the rate of nominal wage increase rose by
about 2% percentage points per year when labour
unions for black workers were legalised at the
beginning of the 1980s.

Productivity growth has been properly accounted
for in nominal wage growth during the estimation
period. Over the period since 1970 labour has been
rewarded for productivity increases broadly in
proportion to its share of the value of output — about 60
per cent of the rise in productivity was allocated to
nominal wage growth. This implies constancy of the
distribution of income between labour and capital in the
long run,

According to the estimated equation, upward wage
pressure is likely to arise when idle productive capacity
is reduced to a level below 9,3 per cent of total
productive capacity. When unutilised productive
capacity equals 9,3 per cent of potential output, wage
changes will no longer be influenced by excess
demand pressures. Under such circumstances
nominal wage growth will be determined by other
forces, such as inflation expectations, productivity
growth and the bargaining power of trade unions. At
this rate of idle capacity, wage inflation will not be
accelerating nor decelerating because of excess or
insufficient demand. The estimated equation therefore
agrees with the theory of a non-accelerating inflation
rate of unemployment (NAIRU), with the implication that
there is a trade-off between higher wage inflation and
lower unutilised capacity in the short term, but that
inflation will be the only lasting outcome of such a
demand-management policy in the long run.

The estimated wage equation also resembles a very
flat trade-off between idle productive capacity and wage



inflation in the short term. According to these results
unutilised productive capacity will have to rise to about
18,4 per cent of potential capacity in order to reduce
nominal wage growth by 5 percentage points. This
means that in the absence of other forces favouring
lower wage growth, a very deep recession is required to
slow the rate of increase in nominal wages significantly.

The estimated equation also confirms that inflation
expectations play an important role in the wage
formation process. All other things equal, expected
inflation of 10 per cent per year is likely to increase
nominal wages by almost 9 per cent per year. This
high sensitivity of changes in nominal wages to
inflation expectations, combined with the relative
inflexibility of wages to respond to slack demand and
a rising output gap, indicates that attempts to curb
inflation by means of orthodox demand-restraining
policies could turn out to be costly in terms of output
and employment losses, especially if not applied
consistently. If policy measures are not perceived to
be credible, inflation expectations are unlikely to
adjust to the desired degree and economic activity
will have to decline substantially to bring about the
desired results. A consistent conservative monetary
policy Is therefore required to restore policy credibility
and price stability at the lowest cost to the country in
terms of lost employment opportunities and lower
production.

The price functions
The model distinguishes between a production price
function and a consumer price function,

The production price function

The equation for production prices is a linear
approximation of the mark-up relationship between
production costs and output prices. Labour costs and
the costs of imported goods are singled out as the
most important cost elements influencing output
prices. Net indirect tax payments by producers are,
however, not taken into consideration at this level of
the price-formation process because the value-added
deflators are derived from national-accounts
aggregates at factor costs. The costs of goods and
services rendered by public-sector bodies and
parastatal corporations are captured by the inclusion of
the average wage costs of workers in the general
government sector,

The deflator for the gross value added in the non-
agricultural sectors, excluding the general government
and the gold-mining sector, is used as the dependent
variable and as proxy for output prices (p,).The
explanatory variables are:

- the deflator for consumption expenditure by the
general government (remuneration of employees), used
as a proxy for the cost of general government services

(wa);

- the average wage per worker in the non-
agricultural sector, excluding the general government
and gold-mining sector, used as a proxy for unit
labour costs in the private sector (wg); and

- the prices of imported goods and services (p,).

The estimated function is as follows:

B, = 0,05+ 0,84+0,8W;+0,2:W) + 0,14+p,
(7,95) (44,53) (5,23)

R = 099

DW = 1,94

RHO = 0,66

Estimation period: 1970.| to 1992.IV

The consumer price function

The equation describing the relationship between
consumer prices and production prices allows explicitly
for the direct effects of the prices of imported goods
and administered prices on end-user prices. The
dependent variable in the consumer price function is
the derived deflator for private consumption
expenditure (p,). The variables used to explain
consumer prices are:

— administered prices (p,), weighted with the share
of administered prices in the consumer price index

(wp,):

- production prices (p,); and

-~ the prices of imported goods and services (p),
weighted with the share of imported prices in the
consumer price index (wp,).

The estimated function is as follows:

Py = WpgP, +wWp+p, - 0,08 +0.83.p,
(3,08) (51,96)

R° = 097

DW = 1,78

RHO = 0,90

Estimation period: 1975.1to 1992.IV

Equation for inflation expectations

The inflation expectations variable is based on the
percentage change over four quarters in the
derived deflator for private consumption
expenditure (p#).The explanatory variables which
play a role are:

- the growth rate over four quarters in the M3 money
supply per unit of production(My);
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variable for a unit change in each explanatory variable,
keeping other variables unchanged,

The Diagram indicates that inflation expectations
are based predominantly on the most recent inflation
rate (90,5 per cent of previous inflation feeds through
to current expected inflation) and these inflation
expectations, in tum, constitute the main explanatory
variable in the wage-determination process in the
private sector (37,4 per cent of the variation in nominal
wages is explained by the price-expectations variable),
Wages in the private sector are seen as the most
important component (69,4 per cent) in the
determination of the production prices. Changes in
production prices, in turn, contribute largely to changes
in consumer prices (84,0 per cent).

Certain variables in the price-formation process, as
described above, can be influenced directly or
indirectly by the authorities in order to constrain
inflation. The growth in the money supply can be
influenced by, among other things, adjustments in the
instruments of monetary policy such as the discount
rate of the Reserve Bank. A policy-induced
depreciation of the rand against a basket of other
currencies will lead to an increase in the cost of
imported goods and consequently to an increase in the
domestic price level. Should the monetary authorities
succeed in maintaining a stable exchange rate, the
influence of the prices of imported goods on the
domestic price level will only be limited to the extent of
inflation in South Africa’s trading partner countries.
The authorities can also attempt to keep increases in
administered prices moderate and to restrict increases
in the salaries of civil servants below the current
inflation rate. Such a policy Is not always
commendable because it can produce undesired
results arising from unintended distortions of relative
prices.

The beta-coefficients indicate that inflation
expectations and increases in the remuneration of
employees are the most important explanatory variables
in the price-formation process. According to these
coefficients, wage settlements are based largely on
inflation expectations and, to a lesser extent, on
demand and supply in the labour market, Expected
price increases are taken into account during the wage-
formation process and inflation is therefore in reality
propagated mainly by expectations that it will continue.

6. Constraining inflation

The spiral of inflation expectations and the inflation rate
poses a serious problem for policy-makers and also
places a responsibility on them to influence the way in
which participants in the economic process form these
expectations. Policy must be aimed at persuading
economic participants to use the future expected
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inflation rate in the decision-making processes and not
the most recent historical inflation rate. This future
expected inflation rate ought to be based also on the
policy actions pursued by the authorities to influence
the inflation rate. If the authorities are able to convince
other participants that they are capable of lowering
inflation, expectations are likely to be adjusted
accordingly. Just as inflation is generated by
participants’ expectations of price increases, so price
stability can be obtained if participants can be let to
expect that prices will remain relatively stable in future,

The consistent adherence to a conservative
monetary policy and the maintenance of fiscal
discipline is the usual way to restore the credibility of
the authorities when they embark on an anti-inflation
campaign. During such attempts to restore policy
credibility, inflation expectations are likely to adjust
slowly until the economic participants are convinced
that the authorities will persist with their policies. This
also explains why real production and job opportunities
are affected adversely during the early stages of an
active policy programme to reduce inflation from
relatively high levels. Once more stable financial
conditions have been created, the negative effects of
financial discipline will most likely be reduced
considerably.

7. Summary

This study has analysed the price-formation process in
South Africa by means of a theoretical model. The
main conclusions are that changes In labour costs are
at the core of the inflation process and that wage-
changes are largely driven by inflation expectations.
These expectations react slowly to conventional
monetary policies directed at reducing the growth in
the money supply, until people are convinced that the
authorities will persist with a restrictive policy to achieve
their stated objectives. In order to influence
expectations decisively, a conservative monetary policy
will therefore have to be pursued for an extended
period. The consistent application of an anti-inflation
policy is seen as an absolutely essential part of any
programme aimed at stabilising the overall price level at
the lowest cost to the country. Altempts to speed up
the move towards greater price stability will require
unorthodox and perhaps in the end unhealthy methods
to reduce inflationary expectations more speedily.
Once financial stability has been achieved, the costs of
maintaining these conditions will decrease
considerably.



Notes to tables

Balance of payments - tables S-70, S-71 and
S-85

In this issue of the Quarterly Bulletin the item “changes in
liabilities related to reserves” has been redefined to
include only changes in the short-term liabilities of the
Reserve Bank, and in foreign loans of the Central
Government (such as loans from the International
Monetary Fund) that have been entered into for the
specific purpose of supporting the level of the gross
foreign exchange holdings of the country. The other
short-term foreign liabilities of the rest of the monetary
sector are therefore now excluded from reserve-related
liabilities and are shown against a separate item under
“short-term capital movements not related to reserves”,
In the table on the “gold and other foreign reserves”
(Table S-85) the item “liabilities related to reserves” has
been changed accordingly.

This revision should improve the analytical
presentation of South Africa’s balance of payments. It
also brings the compilation of South Africa’s balance of
payments more in line with the guidelines of the
Intemational Monetary Fund in their recently released Fifth
Edition of the Balance of Payments Manual. In this
Manual the classification of a liability under “liabilities
related to reserves” depends on whether the liability is:

- repayable on demand or in the short term;
- repayable in an asset that the debtor would regard as

a reserve asset; and/or
- owed to a central bank or central government.

Monetary analysis - table S-24

In the monetary analysis the item "net gold and other
foreign reserves” has been renamed “net foreign assets”
so as to show that this item differs conceptually from the
definition of the net gold and other foreign reserves as
reported in the balance of payments of the country.
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daarna het dit tot aan die einde van die jaar effens
versnel, Dit het die groei (gemeet oor twaalf maande) in
die omvattend gedefinieerde geldvoorraad (M3) tot binne
die geldvoorraadriglyngrense van 6-9 persent gebring.

Geldmarktoestande het gedurende 1993 oor die
algemeen stram gebly, hoofsaaklik as gevolg van die
aansienlike daling in die netto buitelandse bates (ingesluit
goud) van die Reserwebank. Die Bank het verhoed dat
toestande te stram word deur bykomende likwiditeit in
die binnelandse geldmark terug te plaas. Gegewe hierdie
betreklike stram toestande en verwagtings oor rente-
koersbewegings, het die daling in geldmarkrentekoerse
wat aan die begin van 1990 reeds 'n aanvang geneem
het, in 1993 voortgeduur maar teen 'n heelwat stadiger
tempo as in 1992,

Bedrywighede op die Johannesburgse Effektebeurs,
die effektemark en die Suid-Afrikaanse Termynmark het
dwarsdeur 1993 lewendig gebly. 'n Daling in die inflasie-
koers, die ommekeer in ekonomiese bedrywigheid en die
skerp toename In die netto aankope van sekuriteite deur
nie-inwoners het tot 'n sterkerwordende stygmark
bygedra. Aandele- en effektepryse het diencoreen-
komstig aansienlik gestyg. Die vaste-eiendomsmark het
ook in die tweede helfte van 1993 opmerklik verbeter.
Die sukses wat met die verlaging in die inflasiekoers
behaal is, in samehang met die daling in die buitelandse
rentekoerse en die voortgesette netto aankope van
binnelandse leningseffekte deur nie-inwoners, het in die
loop van 1993 tot 'n skerp daling in langtermynrente-
koerse en opbrengskoerse gelei.

Die oplewing in die ekonomiese bedrywigheid en die
bereiking van groter finansiéle bestendigheid in die
ekonomie is aan bande gelé deur die voortdurende groot
netto uitvioeiing van kapitaal nie verwant aan reserwes
nie. Hoofsaaklik vanweé politieke onsekerheid, die
voortslepende binnelandse onrus, druk op die wissel-
koers van die rand, 'n betreklike sterk VSA-dallar
internasionaal en die betreklik hoé koste van buitelandse
lenings op internasionale kapitaalmarkte, is 'n netto
uitvioeiing van kapitaal van nie minder nie as R16,3
miljard in 1993 aangeteken. Meer as 90 persent van
hierdie netto kapitaaluitvloeling was in die vorm van
korttermynkapitaal, dit wil s& kapitaal met 'n aanvanklike
looptyd van een jaar of minder, en foute en onaange-
tekende transaksles.

Hierdie groot kapitaaluitvioeiinge het veroorsaak dat
die netto goud- en ander buitelandse reserwes van die
land in 1993 met R10,3 miliard gedaal het. Ten einde die
viak van die buitelandse reserwes en die wisselkoers van
die rand te ondersteun, het die monetére owerhede in
1993 trekkings van R7,1 miljard op buitelandse krediet-
fasiliteite gemaak (met Inbegrip van 'n lening van die IMF).
As gevolg van hierdie trekkings, het die bruto goud- en
ander buitelandse reserwes van Suld-Afrika net effens
gedaal. In die eerste twee maande van 1993 het hierdie
posisie skynbaar aansienlik verbeter soos in 'n toename
van R1,1 miliard in die netto buitelandse reserwes van die
Reserwebank weerspieél word, selfs nadat 'n terug-

betaling van R1,7 miljard deur Suid-Afrikaanse debiteure
op buitelandse skuld ingevolge die finale reélings met die
buitelandse krediteurbanke gemaak is.

Ondanks hierdie lenings deur die owerhede, het die
effektiewe wisselkoers van die rand in 1993 met 8,7
persent gedaal, vergeleke met 4,4 persent in 1992, Dié
skerp daling in die nominale effektiewe wisselkoers van
die rand was groter as die verskil tussen die inflasiekoers
van Suid-Afrika en dié van sy belangrikste handels-
vennote; die reéle effektiewe wisselkoers van die rand
het gevolglik ook in 1993 met 4,9 persent gedaal.

Die regering het in 1993 aansienlike finansiéle
beheersing uitgeoefen en die reéle owerheidsverbruiks-
besteding het vir die tweede agtereenvolgende jaar met
minder as % persent gestyg, vergeleke met 'n jaarlikse
gemiddelde van 4 persent in die tagtigerjare. Die skatkis-
tekort voor lenings en skuldaflossings in verhouding tot
die bruto binnelandse produk het in die eerste nege
maande van die fiskale jaar 1993/94 diencoreenkomstig
7,3 persent beloop, dit wil sé betreklik na aan die viak van
die tekort wat vir die jaar in die geheel begroot is, Hoewel
dit 'n aansienlike verbetering is vergeleke met die vooraf-
gaande jaar, is die huidige vlak van die regeringstekort,
indien daarmee volgehou word, duidelik steeds nie cor
die lang termyn handhaafbaar nie en sal dit tot 'n skerp
toename in die staatskuld aanleiding gee.

Pogings van die Sentrale Regering en die openbare
instellings om die toenames in hul lopende besteding
binne perke te hou, het tot gevolg gehad dat die totale
werkverskaffing deur die openbare owerhede in 1993
skerp afgeneem het. Die werkverskaffing in die private
sektor het ook in die eerste kwartaal van 1993 verminder,
maar daar is aanduidings dat afdankings in die tweede
helfte van 1993 'n keerpunt kon bereik het. Die skerp
verminderings in die werkverskaffing in die formele
sektore van die ekonomie sedert die tweede kwartaal van
1989, het toenames in die werkverskaffing in die
voorafgaande ses jaar geneutraliseer. Dit beteken dat
geen netto bykomstige werkgeleenthede oor die
afgelope tien jaar in die formele sektore van die ekonomie
buite die landbou geskep is nie.
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afwaartse beweging was hoofsaaklik 'n weerspieéling
van die voortgesette sukses wat behaal is met die
vermindering van inflasie, 'n daling in buitelandse rente-
koerse en netto buitelandse aankope van binnelandse
leningseffekte. Die daling in die opbrengskoers van
langtermynstaatseffekte was aansienlik skerper as die
daling in die inflasiekoers; die reéle opbrengskoers op
staatseffekte het gevolglik van 3,6 persent In April 1993
tot 2,5 persent in Desember 1993 afgeneem. In
Februarie 1994 het die nominale opbrengskoers op
langtermynstaatseffekte aansienlik verstewig tot 'n
maandelikse gemiddelde van 12,6 persent as gevolg van
buitelandse verkope van effekte, winsneming, ‘n afname
in die verwagtinge oor 'n verlaging in Bankkoers en
onsekerheid rakende politieke ontwikkelings,

Die banke se oorheersende koers op huisverband-
lenings is van 1 Maart 1993 met 0,75 persentasiepunte
ot 16,0 persent en in November 1993 met 'n verdere
0,75 persentasiepunte tot 15,25 persent verlaag. Die
koers op huisverbandlenings is derhalwe nou reeds met
5,5 persentasiepunte sedert die hoogtepunt van 20,75
persent in Februarie 1991 verlaag.

Die koers op deposito's van twaalf maande is van
15,5 persent aan die begin van 1992 tot 12,0 persent in
Desember en verder tot 11,0 persent in Februarie 1993
verlaag. Sonder 'n gepaardgaande verhoging in die koers
op huisverbandlenings, het sommige banke die koers op
deposito's van twaalf maande in April weer tot 12,0
persent verhoog, terwyl ander hulle teen die middel van
Mei gevolg het. In November 1993 is hierdie koers tot
11,0 persent en in Januarie 1994 weer tot 10,5 persent
verlaag. Aangesien die verrekeningsbanke se oorheer-
sende primakoers op oortrokke rekeninge gedurende
November in dieselfde mate gedaal het, het die marge
tussen die koers op deposito's van twaalf maande en die
banke se corheersende primakoers op 4,25 persentasie-
punte gebly voordat dit in Januarie 1994 tot 4,75 persen-
tasiepunte toegeneem het, Die koers op deposito’s van
twaalf maande het in Desember 1993 'n positiewe reéle
opbrengs voor belasting van 1,4 persent aan deposante
gelewer,

Die skerp toename in aandelepryse het 'n afname in
die gemiddelde dividendopbrengskoers van 3,51 persent
in Desember 1992 tot 2,97 persent in September 1993
en daama nog verder tot 2,36 persent in Januarie 1994
tot gevolg gehad. Die gemiddelde verdienste-opbrengs-
koers op alle klasse van aandele (uitgesonderd goudmyn-
aandele) het selfs meer beduidend afgeneem van 7,74
persent tot 6,91 persent en 5,50 persent oor dieselfde
tydperke. Sodoende het die prys-verdienste-verhouding
van 18,2 in Januarie 1994 weer nader aan die rekord
hoogtepunt van 18,6 in September 1987 beweeg. Indien
die diskonto op finansiéle rand egter in berekening
gebring word, het die prys-verdienste-verhouding vir nie-
inwoners in Januarie 1994 slegs 13,8 bedra.

Die maksimum toelaatbare koerse op finansierings-
koste soos dit deur die Woekerwet vasgestel word, is
met ingang van 24 Desember 1993 van 25 tot 23

persent verlaag in die geval van geldlenings, krediet- en
bruikhuurtransaksies vir bedrae van meer as R6 000
(maar nie meer as R500 000), en van 28 tot 26 persent in
die geval van bedrae tot en met R6 000. Dit het die
totale verlaging in hierdie koerse gedurende 1993 op 3,0
persentasiepunte te staan gebring.

Ander langertermynrentekoerse is ook gedurende die
vyfmaande-tydperk tot Februarie 1994 verlaag. Die
standaardrentekoers van toepassing op lenings deur die
staat uit die Staatsinkomstefonds is op 1 November
1993 van 14,75 persent tot 13,5 persent, en in drie
verdere stappe tot 12,5 persent op 1 Februarie 1994
verlaag. Die standaardrentekoers is met ingang van
1 Maart 1994 tot 13,25 persent verhoog. Nadat dit
sedert 1 Julie 1989 onveranderd gebly het, is die
voorgeskrewe rentekoers op sekere vonnisskulde met
ingang van 1 Oktober 1993 met 3 persentasiepunte tot
15,5 persent verlaag. Die amptelike rentekoers, soos
omskryf in die Inkomstebelastingwet, is met ingang van
1 Februarie 1994 met 1 persentasiepunt tot 14 persent
verlaag.
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'n addisionele bedrag van R4 113 miljioen vir die huidige
fiskale jaar beskikbaar gestel sal moet word, Die hersiene
besteding vir die fiskale jaar 1993/94 is derhalwe R115,2
miljard; dit is nadat aansuiwerings gemaak is vir die
verwagte terugstortings ten bedrae van R1,5 miljard,
besparings van R0O,5 miliard en addisionele besteding van
R1,1 miljard, wat alreeds in die begrote bedrag van
R114,2 miliard ingesluit is.






waar A = y/N = gemiddelde produksie per eenheid van
arbeidsinset, dit wil sé die gemiddelde arbeidsproduk-
tiwiteit.

Deur vergelyking (3) in vergelyking (2) te vervang en
die vergelyking te herskryf in terme van persentasie-
veranderings, word die volgende vergelyking vir produk-
sieprysveranderings verkry:

P=W-A (4)

waar 'n kolletjie bo 'n veranderlike 'n persentasieveran-
dering aandui,

Vergelyking (4) toon dat veranderings in finale
produkpryse die netto resultaat is van veranderings in die
loonkoerse verminder met veranderings in die gemid-
delde arbeidsproduktiwiteit, Indien die groei in die
geldione die groei in die produktiwiteit corskry, neem die
produksiepryse toe. Omgekeerd sal die produksiepryse
volgens vergelyking (4) daal indien die groei in die geld-
lone kleiner is as die produktiwiteitsgroei. Prysstabiliteit
sal slegs gehandhaaf word as die groei in lone coreen-
stem met die groei in produktiwiteit.

Dit kan geredelik aanvaar word dat die reaksie van
prysbepalers op veranderings in die geldioonkoerse sal
verskil van hul reaksie op veranderings in die gemiddelde
arbeidsproduktiwiteit. Op kort termyn is prysbewegings
meer geneig om deur veranderings In die loonkoerse as
deur veranderings in die produktiwiteitsviakke oorheers te
word,

Hoewel die waargenome arbeidsproduktiwiteit op kort
termyn redelik drasties kan verander, is sulke verande-
rings gewoonlik van korte duur en word dit spoedig
omgekeer, In teensteling hiermee is die grondliggende
veranderings in die arbeidsproduktiwiteit geneig om gelei-
delik plaas te vind namate die bestaande arbeidsmag
nuwe vaardighede verwerf, produksietegnologie ontwik-
kel en bekwame bestuur daarin slaag om die koste-
doeltreffendheid van die produksieproses te verhoog.

Geldloonverhogings (net soos produktiwiteits-
veranderings) is baie veranderlik gedurende die
konjunktuursiklus, maar stygings in lone (in teenstelling
met produktiwiteitsvernogings op kort termyn) word selde
ongedaan gemaak deur latere afnames in geldlone.
Loonverhogings neig dus om die uitwerking van
produktiwiteitsverbeterings op pryse op kort termyn te
verswelg, Pogings om die gedrag van prysvasstelings
op kort termyn te verklaar moet gevolglik baie meer op
loonveranderings as op produktiwiteitsveranderings let.

'n Gewilde benadering om die veranderings in
geldione te verklaar vind sy oorsprong in Phillips se
statistiese ontleding van die verwantskap tussen die
veranderings in loonkoerse en werkloosheidskoerse in die
Verenigde Koninkryk.” Die statistiese verwerkings van
Phillips het op ‘n regstreekse negatiewe verwantskap

“  Phnillips, AW.: “The relationship between unemployment
and the rate of change in money wage rates in the UK.,
1861-1957", Economica, November 1958, pp. 283-299,

tussen die koers van toename in geldlone en die
werkloosheidskoers gedui. Hierdie verwantskap kan
soos volg geformuleer word:

W=1u), f' <0 (5)

waar u die werkloosheidskoers en ' die eerste afgeleide
van die funksionele verwantskap aandui.

Die oorspronklike verwantskap tussen die geldloon-
veranderings en die werkloosheidskoers, of die soge-
naamde Phillipskromme, is allerweé vertolk as 'n
spyskaart van beleidsopsies, wat beleidmakers toegelaat
het om tussen verskillende kombinasies van koerse van
loonverhogings en werkloosheldskoerse te kies. Volgens
die Phillipskromme was minder werkloosheid moontlik,
maar ten koste van vinniger looninflasie. In teenstelling
hiermee kan ekonomieé met ‘n voorkeur vir laer inflasie
s0 'n keuse uitoefen, maar dan moes 'n hoér werkloos-
heidskoers aanvaar word.

Die moontlikheid van 'n bestendige verruiling van
loonverhogings vir werkloosheid, is nie deur ontwikkelings
in die meeste nywerheidslande gedurende die sewen-
tigerjare gestaaf nie. Die meeste van hierdie lande het 'n
min of meer onveranderde werkloosheidsituasie gepaard
met 'n wisselende inflasiekoers ondervind. Dit het die
oorspronklike beskouing van die Phillips-verwantskap
weerspreek dat die groei in die geldloon en werkloosheid
op 'n eenduidige wyse met mekaar verband hou.,

Ontwikkelings gedurende die sewentigerjare het 'n
hersiening van die Phillipsverwantskap tussen lone en
werkloosheid genoodsaak. Om toe te laat dat dieselfde
werkloosheidskoers saam met verskillende inflasiekoerse
kan voorkom, is aan die hand gedoen dat inflasie-
verwagtings as 'n verklarende veranderlike in die
loonvasstellingsmodel bygevoeg word.” Hierdie verwag-
tingsaangepaste weergawe van die model aanvaar dat 'n
geldloonverhoging, wat vir werkers teen 'n gegewe
werkloosheidskoers en inflasiekoers aanvaarbaar mag
wees, heel waarskynlik onaanvaarbaar sal wees indien
werkloosheid onveranderd bly, maar dit verwag word dat
inflasie baie hoér as voorheen sal wees.

'n Verdere teoretiese insig wal by die prysvas-
stellingsmodel gevoeg is om enkele tekortkominge uit te
skakel, is dat die sogenaamde “volle indiensneming” van
arbeid versoen kan word met 'n mate van onbenutte
arbeidsbronne. Sulke werkloosheid is ten volle versoen-
baar met ewewig in die goedere- en arbeidsmarkte en
spruit voort uit onvermydelike wrywings in die werking
van hierdie markte. Bereken as 'n persentasie van die
totale arbeidsmag, word na hierdie werkloosheid as
“natuurlik” verwys en na die gepaardgaande werk-
loosheidskoers as die “natuurlike werkloosheidskoers".
Dit verskil van land tot land en word hoofsaaklik bepaal
deur faktore soos die omvang van vakbondvorming in die
geledere van die arbeidsmag, arbeidsmabiliteit, die koste

*  Sien Friedman, M.: “The role of monetary policy”, American
Economic Review, Maart 1968, pp.1-17.
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wat werksoekers moet aangaan vir die verkryging van
inligting en die soektog na werkgeleenthede, die beskik-
baarheid van werkloosheidsvoordele en ander faktore
wat die produktiewe aanwending van alle arbeidsbronne
aan bande kan 8. Die natuurlike koers word nie deur 'n
korttermynstabiliseringsbeleid beinvioed nie, maar kan
wel beinvioed word deur owerheidsbeleid wat op die
strukture en die werking van die arbeidsmark gerig is,
soos opvoedkundige programme, minimumloonwet-
gewing, werkloosheidsvergoeding, bestaansbeveiligings-
programme, heropleiding van werklose persone en die
beskikbaarstelling van arbeidsmarkinligting.
Voortdurende inflasie sal moontlik ook die natuurlike
koers van werkloosheid op 'n hoér viak te staan laat kom,
deur middel van die aftakelende uitwerking wat dit op die
doeltreffende werkverrigting van 'n markekonomie het.

'n Loonvasstellingsmodel wat gegrond word op die
standpunt dat werkers in coreenstemming met
produktiwiteitsverbeteringe vergoed word en met
inagneming van die oorspronklike idees van Phillips,
inflasieverwagtings en die hipotese van die natuurlike
koers, kan algebraies soos volg geskryf word:

W =a,u-u’) + 8A + a, a,<0; 8,850 )

waar u"= natuurlike werkloosheidskoers, en
p* = verwagte toekomstige inflasiekoers.

Al die ander simbole het dieselfde betekenis as voorheen.

Vergelyking (6) toon dat loonveranderings omgekeerd
gekorreleerd is met die werkloosheidskoers (u). In die
geval van lae viakke van werkloosheid, of wanneer die
werklike werkloosheldskoers laer is as die natuurlike
koers (u-u” < 0), sal toenames in geldione hoér wees.
Wanneer werkloosheid in tye van ekonomiese traagheid
tot viakke bo die natuurlike koers styg (u-u* > 0), sal
afwaartse druk waarskynlik op veranderings in geldione
uitgeoefen word. Ewewig in die arbeidsmark sal bereik
word wanneer die werklike werkloosheidskoers gelyk is
aan die natuurlike koers. In s6 'n geval kan loonstygings
steeds plaasvind as gevolg van toenames in arbeids-
produktiwiteit en voortgesette inflasieverwagtings.

Vergelyking (6) het as grondslag gedien vir die skatting
van 'n empiriese funksie wat geldioonveranderings in
Suid-Afrika verklaar, Ontoereikende gegewens met
betrekking tot werkloosheid noodsaak egter 'n geringe
wysiging aan die werkloosheidsveranderlike. In navolging
van Okun' word aanvaar dat 'n regstreekse verwantskap
bestaan tussen die werkloosheidskoers en die verskil of
gaping tussen die potensiéle totale produksie en die
werklike totale produksie. Dit veronderstel dat 'n sekere
produksieviak bestaan waar die gaping tussen die
potensiéle en die werklike produksie in ooreenstermming is
met ewewig in die arbeids- en goederemarkte - 'n

sogenaamde "natuurlike produksiegaping”. Die
produksiegaping en die natuurlike produksiegaping
vervang derhalwe die werkloosheidskoers en die
natuuriike werkloosheidskoers in vergelyking (6).

Enkele interessante gevolgtrekkings kan op grond van
hierdie loonvasstellingsmodel gemaak word, Indien
aanvaar word dat arbeid ten volle beloon word vir
produktiwiteitsverbeterings en ook ten volle vir verwagte
inflasie vergoed word, is sowel a, as a, in vergelyking (6)
gelyk aan een. Deur vergelyking (6) (met a8, = a; = 1) in
vergelyking (4) in te stel, word die volgende verwantskap
verkry:

p=a,G-G") +p*, a,<0, (7)

waar G en G* onderskeidelik die werklike en die
"natuurlike” produksiegapings voorstel. Vergelyking (7)
kan soos volg gewysig word:

p-p'=a,(G-GY, a<0. (8)

Uit vergelyking (8) kan afgelei word dat pogings om die
werklike produksiegaping standhoudend tot onder die
natuurlike viak® te verlaag, sal vereis dat die werklike inflasie
deurlopend hoér as die verwagte inflasie moet wees.
Indien aanvaar word dat inflasieverwagtings uiteindelik
gelyk aan die werklike inflasie sal wees, is 'n voortdurende
versnelling in die inflasiekoers nodig om te verseker dat die
werklike produksiegaping standhoudend laer sal wees as
die natuurlike viak, Volgens die hipotetiese loonvas-
stelingsmodel is dit dus moontlik om hoér produksie- en
indiensnemingsviakke aan te moedig deur toe te laat dat
inflasie versnel, Indien die verwagtingsvormingsproses
egter sodanig is dat inflasieverwagtings uiteindelik dieselfde
as die werklike inflasie sal wees, sal die produksiegaping
weer eens vergroot en tot sy natuurlike viak terugkeer, wat
die ekonomie met 'n hoér inflasiekoers sal laat sonder om
enige langdurige verbetering in die viak van produksie en
inkome te bewerkstellig.

3. Die veranderlikes van die model

Die veranderlikes van die model word kortliks in hierdie
afdeling beskryf. 'n Onderskeid word getref tussen die
endogene veranderlikes (waarvan die waardes binne die
raamwerk van die model bepaal word) en die eksogene
veranderlikes (waarvan die waardes nie binne die
raamwerk van die model bepaal word nie, maar wat 'n
vername rol speel in die bepaling van die waardes van die
endogene veranderlikes),

* Dit is gelykstaande aan die verlaging van die
werkloosheidskoers tot onder sy natuurlike viak, of die
verhoging van die werklike produksie tot bo die viak wat in
ooreenstemming is met die volle indiensneming van

arbeidshulpbronne.















Netto indirekte belastings

Netto indirekte belastings word om tegniese redes in die
mode! ingesluit. Die pryse van eindprodukte word in die
model afgelel van totale wat in die nasionale rekeninge
voorkom en wat teen faktorkoste bereken is, dit wil sé
wat netto indirekte belastings uitsiuit. Hierteenoor sluit
verbruikerspryse alle indirekte belastings in wat by
produksiekoste getel word. Indien aanvaar word dat
eindgebruikerspryse deur produksiekoste bepaal word,
behoort daar in die prysvergelyking uitdruklik voorsiening
gemaak te word vir die uitwerking van netto indirekte
belasting op verbruikerspryse.

Grafiek 8 toon dat die netto indirekte belastings, dit wil
sé die indirekte belastings verminder met die subsidies
per eenheid van fisiese produksie gedurende die tydperk
van 1970 tot 1989, teen 'n heelwat vinniger koers as die
inflasiekoers toegeneem het. Sedert 1990 het ‘'n omme-
keer in hierdie neiging plaasgevind en was toenames in
die netto indirekte belastings heelwat laer as die
inflasiekoers. Die betreklik groot stygings wat gedurende
1982, 1984 en 1989 voorgekom het, kan deels aan
toenames in die algemene verkoopbelastingkoers
gedurende daardie jare toegeskryf word, terwyl die
styging in 1988 aan die instelling van die brandstofheffing
toegeskryf kan word.

4. Statistiese skatting van loon- en
prysvergelykings

In hierdie afdeling word die resultate van die statistiese
skatting van die teoretiese model bespreek, Gewone
kleinste kwadrate skattingstegnieke is toegepas en die t-
waardes van die geskatte koéffisiénte, asook die
volgende opsommende statistieke, word getabelleer:

R = Aangepaste bepaaldheidskoéffisiént;
D-W = Durbin-Watson d-statistiek;
RHO = Outokorrelasiekoéffisiént.

Kwartaallikse gegewens is gebruik en die skattings-
tydperk word ook aangedui,

Lone in die private sektor

Die afhanklike veranderlike in die loonvergelyking is die
persentasieverandering oor vier kwartale in die
gemiddelde nominale vergoeding per werker in die
sektore buite die landbou, uitgesonderd die goudmyn-
bousektor en die algemene owerheid, en word deur W,
aangedui. Die volgende verklarende veranderlikes is in die

vergelyking ingesluit:

- die verskil tussen die produksiegaping (gemeet as 'n
persentasie van die produksievermog) en die gemiddelde

produksiegaping oor die steekproeftydperk (gemeet as 'n
persentasie van die produksievermoé) (u=G-G*);

- die persentasieverandering oor vier kwartale in die
reéle produksie per werker in die sektore buite die
landbou, uitgesonderd die algemene owerheid en die
goudmynbousektor (A);

- inflasieverwagtings, gegrond op veranderings in die
afgeleide deflator vir private verbruiksbesteding (p); en

- 'n fopveranderlike (fv) wat gebruik word om die
instelling en die bestaan van vakbonde in die
arbeidsmark sedert 1980 te toon, met 1980.| tat 1992.IV
= 1,0 en 0 andersins.’

Die geskatte loonvergelyking is soos volg:
¢ 3 .
W, = 0,89p-0,55+0,25% u,-9.3)+0,60°A + 2,87+fv

1=l

(17.43) (5.26) 6.06) (3.22)
R = 045
DW = 1,70
RHO = 0,48

Skattingstydperk: 1970.1 tot 1992.IV

Die betrekiik lae R -waarde kan toegeskryf word aan die
feit dat die afhanklike veranderlike, dit wil sé die
persentasieverandering in lone oor vier kwartale, aan
groot wisseling onderhewig is.

Aangesien al die veranderlikes, behalwe die fop-
veranderlike, as persentasieveranderings uitgedruk word,
kan die geskatte koéffisiénte as elastisiteite vertolk word.
Die koéffisiénte toon derhalwe die persentasieverandering
in die nominale loon wat verwag kan word as gevolg van
'n verandering van een persent in die betrokke verkla-
rende veranderlike. Die grootte van die koéffisiént van die
fopveranderlike dul daarop dat vakbonde baie suksesvol
was om die koers van loontoenames te laat versnel,
Sedert die bestaan van vakbonde vir swart werkers aan
die begin van die tagtigerjare deur wetgewing gemagtiq
is, het die gemiddelde koers van toename in die geldioon
met ongeveer 24 persentasiepunte per jaar gestyg.

Produktiwiteitsgroei is na behore in berekening
gebring by die geldloongroei gedurende die skattings-
tydperk. Gedurende die tydperk sedert 1970 is arbeid vir
produktiwiteitstoenames naastenby in verhouding tot die
aandeel daarvan in die waarde van produksie vergoed —
ongeveer 60 persent van die toename in produktiwiteit is
toegewys aan die groei in die geldloon. Dit dui op 'n
konstante verdeling van inkome tussen arbeid en kapitaal
oor die lang termyn.

Die stabiliteit van die geskatte vergelyking gedurende die
hele tydperk was die belangrikste rede vir die insluiting van
die fopveranderlike. Kyk na die afdeling onder die opskrif
“Toetse vir struktuurveranderings” wat volg.
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van onortodokse metodes vereis om  besluitnemers in die
private sektor, veral diegene betrokke by die arbeidsmark,
aan te moedig om die wyse te verander waarop hulle
verwagtings van toekomstige prystoenames formuleer,

Grafiek 9 stel 'n enkelvergelyking-simulasie van die
reaksie van inflasieverwagtings op beperkende monetére
beleid voor. In die standaardsimulasie word aanvaar dat
die monetére groei teen 15 persent per jaar sal voortduur.
Dit verseker dat die verwagte inflasie ongeveer 13 persent
per jaar sal beloop. In die alternatiewe simulasie is
aangeneem dat die groei in die geldvoorraad standhou-
dend tot 5 persent verminder word, wat 'n inflasiekoers
van ongeveer 3 persent oor die lang termyn impliseer. Die
alternatiewe simulasie dui daarop dat inflasieverwagtings
eers na verloop van vier jaar (sestien kwartale) van 13
persent tot ongeveer 5 persent sal afneem.

Toetse vir struktuurveranderings
Ten einde die stabiliteit van die geskatte vergelykings te
toets, is regressies oor verskillende skattingstydperke
uitgevoer. Die enigste funksie wat 'n merkbare
verswakking in die bepaaldheidskoéffisiént getoon het,
was die funksie vir vergoeding in die private sektor (sien
tabel 2).°

Quandt- en Chow-toetse’ is op al die funksies uitge-
voer om Vir struktuurveranderings te toets. Hiervolgens is
vasgestel dat daar slegs gedurende 1980 'n struktuur-
verandering in die loonfunksie voorgekom het. Sedert
1980 was die gemiddelde koers van loonveranderings
beduidend hoér as voorheen. 'n Moontiike rede hiervoor
is dat die vakbonde sedert 1980 'n belangrike rol in
loononderhandelings gespeel het, Die Wiehahn-verslag'
wat voorgestel het dat die deelname van swart vakbonde
aan die onderhandelingsproses gewettig moet word, is in
1979 vrygestel en hierdie voorstelle is in 1980 deur die
regering aanvaar en geimplementeer. 'n Fopveranderlike
is derhalwe in die loonfunksie ingesluit (soos in die
voorafgaande beskrywing van die loonvergelyking
genoem is) en die funksie se bepaaldheidskoéffisiént het
tot 0,45 verbeter,

5. Vloeidiagram van die prysvormingsproses
in die model van die Suid-Afrikaanse
Reserwebank

'n Vioeidiagram van die prysvormingsmodel verskyn in die
diagram. Die ingekleurde dele dul op veranderlikes wat in
'n groot mate deur die owerhede beinvioed kan word.

*  Hierdie loonvergelyking sluit nie die fopveranderlike, wat die
effek van die toetrede van georganiseerde swart vakbonde
tot die arbeidsmark weergee, in nie,

* Intriligator M.D.: Econometric Models, Techniques and
Applications, Prentice Hall, 1978,

“  Die Wiehahn Kommissie; “Report of the Commission of
Investigation on Labour Regulation”, RP27/1981,
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Die syfers tussen hakies is die beta-koéffisiénte’ wat it die
regressie-ontleding verkry is. Hierdie koéffisiénte dui op die
verandering in die afhanklike veranderlike in reaksie op 'n
eenheidsverandering in elke verklarende veranderlike,
wanneer alle ander veranderlikes onveranderd bly,

Die diagram toon dat inflasieverwagtings hoofsaaklik
gegrond word op die jongste inflasiekoers (90,5 persent
van die vorige inflasie word deurgevoer na die huidige
verwagte inflasiekoers) en hierdie inflasieverwagtings
word op hul beurt as die belangrikste verklarende veran-
derlike in die loononderhandelingsproses in die private
sektor beskou (37,4 persent van die variasie in nominale
lone word deur die prysverwagtingsveranderlike verklaar).
Lone in die private sektor word as die belangrikste kom-
ponent (69,4 persent) in die vasstelling van produksie-
pryse beskou. Veranderings in produksiepryse dra op
hul beurt grootiiks by tot veranderings in verbruikerspryse
(84,0 persent).

Soos hierbo beskryf kan sekere veranderlikes in die
prysvormingsproses regstreeks of onregstreeks deur die
owerhede beinvioed word om inflasie te bekamp. Onder
andere kan die groei in die geldvoorraad beinvioed word
deur aanpassings in die monetére beleidsinstrumente,
s00s byvoorbeeld die Reserwebank se diskontokoers, 'n
Depresiasie van die rand teen 'n mandjie van ander
geldeenhede as gevolg van beleidsoptrede sal lei tot 'n
toename in die koste van ingevoerde goedere en gevolglik
tot 'n toename in die binnelandse prysviak. Indien die
monetére owerhede daarin sou slaag om 'n bestendige
wisselkoers te handhaaf, sal die invioed van die pryse van
ingevoerde goedere op die binnelandse prysviak beperk
word tot slegs die omvang van inflasie in Suid-Afrika se
handelsvennootlande. Die owerhede kan ook poog om
die toenames in geadministreerde pryse te beteuel en om
stygings in die salarisse van staatsamptenare tot onder
die huidige inflasiekoers te beperk. S6 'n beleid kan egter
nie altyd aanbeveel word nie, aangesien dit ongewenste
resultate kan oplewer, wat uit die onbedoelde verwringing
van relatiewe pryse voortspruit.

Die beta-koéffisiénte dui daarop dat inflasieverwag-
tings en toenames in die vergoeding van werknemers die
belangrikste verklarende veranderlikes in die prysvasstel-
lingsproses is. Volgens hierdie koéffisiente word
loonskikkings hoofsaaklik gegrond op inflasieverwaglings
en in 'n mindere mate op die vraag en aanbod in die
arbeidsmark, Verwagte prystoenames word gedurende
die loonvasstellingsproses in aanmerking geneem en
inflasie word dus in werklikheid voortgeplant hoofsaaklik
vanweé die verwagting dat dit sal voortduur.

6. Bekamping van inflasie

Die spiraal van inflasieverwagtings en die inflasiekoers stel
beleldmakers voor 'n emstige probleem en plaas ook die

" Maddala G.S.: Economelrics, McGraw-Hill, Inc., 1977,






konvensionele monetére beleid wat gerig is op die
vermindering van die groei in die geldvoorraad totdat die
publiek daarvan oortuig is dat die owerhede met 'n
beperkende beleid sal volhard om hul vooropgestelde
doelstellings te bereik. Ten einde verwagtings
deurslaggewend ta beinvioed moet 'n konserwatiewe
monetére beleid dus vir 'n lang tydperk gehandhaaf
word. Die konsekwente toepassing van 'n anti-
inflasionistiese beleid word beskou as ‘n onontbeerlike
deel van enige program wat gemik is op die stabilisering
van die algemene prysviak, teen die laagste koste vir die
land. Pogings om die beweging na groter prysbesten-
digheid te bespoedig, sal onortodokse en desnoods
ongesonde metodes vereis om inflasieverwagtings
vinniger te verminder. Sodra finansiéle stabiliteit verkry is,
sal die koste verbonde aan die handhawing van so 'n
toestand merkbaar afneern.
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Notas tot tabelle

Betalingsbalans - tabelle S-70, S-71 en S-85

In hierdie uitgawe van die Kwartaalblad is die pos
“veranderings in laste verwant aan reserwes” heromskryf
om slegs die veranderings in die korttermynlaste van die
Reserwebank, en in buitelandse lenings van die Sentrale
Regering (soos lenings van die Internasionale Monetére
Fonds) wat aangegaan is met die uitsluitlike doel om die
viak van die bruto buitelandse valutabesit van die land te
ondersteun, in te sluit. Die ander buitelandse korttermyn-
laste van die res van die monetére sektor word gevolglik
nou nie by die laste verwant aan reserwes ingesiuit nie en
teen 'n afsonderlike pos onder "korttermynkapitaal-
bewegings nie verwant aan reserwes nie" getoon. In die
tabel oor die "goud- en ander buitelandse reserwes”
(tabel S-85) is die pos “laste verwant aan reserwes”
diencoreenkomstig aangepas.

Hierdie hersiening behoort die analitiese voorstelling
van Suid-Afrika se betalingsbalans te verbeter. Dit bring
ook die samestelling van Suid-Afrika se betalingsbalans
meer In ooreenstemming met die riglyne van die
Internasionale Monetére Fonds in hul Vyfde Uitgawe van
die Betalingsbalanshandleiding wat onlangs vrygestel is.
In hierdie handleiding is die klassifikasie van 'n las onder
“laste verwant aan reserwes” afhanklik daarvan of die las:
- op aanvraag of op kort termyn betaalbaar is;

terugbetaalbaar is in 'n bate wat die debiteur as 'n

reserwebate sou beskou; en/of
- verskuldig is aan 'n sentrale bank of sentrale regering.

Monetére ontleding - tabel S-24

In die monetére ontleding word die pos "netto goud- en
ander buitelandse reserwes” herbenoem as “netto
buitelandse bates” ten einde aan te dui dat hierdie pos
konsepsioneel verskil van die definisie van die netto
goud- en ander buitelandse reserwes soos wat dit in die
betalingsbalans van die land aangeteken word.
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