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1. Background: Measuring the Problem of Massive Rural Unemployment

The conditions of life in the rural parts of the Eastern Cape Province where +/- 60% of the population reside are depressing, ten years after the advent of majority rule.  Widespread poverty combines with high levels of open and hidden unemployment.  About 50% of the labour force is openly unemployed.  Many of the adult population – particularly the youth - residing in rural communities are under employed in the part time pursuit of subsistence benefits from livestock farming, agriculture, gathering of food, firewood, and water from the nearby environment, constructing and repairing houses, etc.  

The periodic drought years result in extensive crop failure and exhaustion of the over grazed and badly degraded natural pasture land.  Arable, grazing, garden, and fuel wood plantation lands are all rapidly drying out due to gradual devegitation and the consequent accelerating run off of rainfall.  The population of stock and people today in the rural Eastern Cape is approximately 10 times larger than it was 150 years ago because of continuing rapid growth.

Back in the 1980’s, the old Transkei already had the third highest population density in Africa with 68 people per square kilometre of total land area.  The present over population of the rural zones of the Eastern Cape, particularly the former Ciskei and Transkei areas, is made more of an obstacle to productive and efficient use of the land because of the rigid division of densely occupied land into arable, grazing, tree plantation, and residential uses.  This rigid land use division forces land using families residing in compact villages to travel many kilometres back and forth to access and use their dispersed land based resources.  For example, it is not uncommon for a rural household to travel more than 10 kms to and from their arable, grazing, fuel wood, and water resources.  The same household would travel less than a kilometre to access and integrate all these components of their rural livelihood system were they still residing in a dispersed co-residential cluster of family members, which was the normal settlement pattern before the imposition of Betterment Planning in the 50’s and 60’s by the Nationalist government. 

In this rigid and deteriorating situation, immense difficulties are encountered by rural women, often the de facto heads of households, as they struggle to secure the food, fuel, building materials, income, etc. they need to survive at the most basic subsistence level.  The remittances sent home by migrant husbands, sons and daughters working in the urban industrial centres of the Eastern Cape and the other Provinces of the country often constitute the largest contribution  – in terms of monetary value – to the family’s household budget.  This household budget may also include old age pensions, disability pensions, and dependent child grants, in addition to remittances.  

In the late 1980’s in the old Transkei, it was verified that 62% of all rural households had at least one member of the immediate family working as a migrant in the urban industrial centres of the country and overall remittances from migrants covered +/- 42% of total annual household expenditures.  

A major consequence of the deteriorating economic conditions in the rural zones of the Eastern Cape is the increase in the number of young women drawn into the towns and cities of Transkei and South Africa, which in the late 1980’s was estimated to reach a high of 15% among the 25 to 29 year olds.  

There is no reason for these trends of creeping urbanization to change unless major measures are taken to make rural life more tenable for all members of the community, but particularly for the youth who are graduating from high school with no prospects what ever for earning a viable income to finance their marriage and maturation into self reliant, land based householders and family men and women.  

At present there is almost no light manufacturing or production of goods and services for local consumption in rural communities, although there is more than 50% unemployment in the rural communities of the Province.  Small scale commercial and subsistence farming which makes use of the land based resources of soil, water, livestock, labour, and agricultural and livestock know-how is becoming less and less attractive.   Because the rural economy of the Eastern Cape is so moribund, each year it is producing approximately 60 000 new post matric entrants into the provincial and national labour pool.  In 2004 it is sometimes not possible to find any of the youth who have graduated from high school still living in their home communities 5 years after they have completed and/or left school.  They have all relocated to urban industrial centres in search of employment because they prefer to be unemployed in the townships where they can occasionally pick up piece work than to be unemployed in their rural home communities.  

The long term consequences of this ‘forced urbanization’ here in South Africa is well known from the uncontrollable hyper-urbanization throughout most of the developing countries of the Third World.  The accelerating collapse of the land based subsistence economy in South Africa creates shanty towns, unhygienic living conditions, crime, prostitution, unemployment, broken families, poverty, frustration, and eventually acute social instability in the peri-urban zones surrounding the urban industrial centres of the neo-colonial system.  

This is the by now well known social and economic context in which development organizations and the government of the new South Africa are attempting to find a way to stabilize the growing ‘army’ of refugees from a collapsed rural economy.  One option is to accelerate the creation of a dynamic urban industrial system; the alternative is to figure out how to revitalize the rural zones of the country.

2. The Proposed Rural Production and Marketing Centre (RPMC) Strategy    

The approach promoted here is called the Rural Production and Marketing Centre Strategy and it is presented here for consideration and critical review.  We believe that the RPMC strategy may well prove to be a very powerful mechanism for generating tens of thousands of private sector jobs for village residents all over the country.  

After a decade of ANC led government, there is a growing awareness in government circles, national and provincial parastatals, the big private sector, and NGO and civil society agencies of the many implicit and explicit benefits to be gained if affordable and sustainable ways and means are discovered to rapidly re-inflate the collapsed land based and mixed subsistence economies of the rural zones.  The President Thabo Mbeki high lighted the existence of two separate economies in his State of the Nation address in 2004, one well to do and urban and the other poor and predominantly rural.  He is calling upon all the departments of the national government to systematically work toward the elimination of poverty and unemployment within this ‘second economy’.  

The work of Hernando de Soto on the self help processes by which refugees from moribund rural areas have created their own capital and development on the peri-urban fringes of big cities in the Andean regions of South America (The Other Path and more recently The Mystery of Capital) is currently being reviewed at a high level by political strategists and professional development agents.  The problem confronted by the national economy is that +/- 30% of the population of the country  now finds itself stranded midway between their moribund rural communities of origin and only slightly less moribund peri-urban communities which they – as economic refugees - perceive to be a more promising point of entry into an income paying job, a house, an education, and a future for themselves that has some chance of working.

Work done in the 1980’s and 1990’s by the Transkei Appropriate Technology Unit strongly indicates that the cost of all forms of rural development is +/- 5 times less per unit of comparable benefit than urban development, including peri-urban development (see the report written by C E Cook, founding Director of TATU, The Making and Unmaking of Poverty in the Eastern Cape: lessons from the periphery).  If the cost of urban and peri-urban development is 5 times more than rural development, that means that the cost of stabilizing one family in an urban setting in Joburg would enable 5 comparable families to establish themselves firmly in rural communities.  

If the urban development option is favoured, the fiscus of South Africa will have to find 5 times more Rands and development resources to meet the total development needs of the rural refugees waiting on the margins of the urban industrial zones of the country.  In effect, the deliberate or the implicit selection of the urban option renders  South Africa 5 times poorer than the choice of the rural development option.  (See Leopold Kohr’s Development Without Aid and Over Developed Nations). The decision to focus investment and programme activities on the rural hinterland increases the development impact of scarce development resources by a factor of 5.  Investing these same resources in urban and peri-urban zones decreases their impact by a factor of 5.  

A major campaign to systematically re-inflate rural communities and land based economies would have to focus firstly on expanding the local production of goods and services for household consumption. Land in the former homelands and independent states is viewed more as a security anchor, a retirement venue, than as a source of productive capital.  Unfortunately, there are very few examples of land based small holder schemes having achieved profitability in their own right.  The only quasi success stories are projects which have ‘piggy backed’ small holders into existing corporate farming enterprises organized around plantations and large scale commercial farmers such as Mondi’s family tree farms and the Natal sugar industries incorporation of small holder cane growers as small contributors to their total intake of cane. 

The SMME promotion agencies created by the DTI such as Ntsika and Khula have concentrated largely on developing the formal and semi-formal manufacturing sector.  The Land Bank and the Provincial Departments of Agriculture have primarily focused on the revitalization of the big and moribund small holder schemes started by the Nationalists during the days of separate development. The National and Provincial Departments of Agriculture and their parastatal agents have not yet been able to separately or in cooperation with the private banks been able to create a viable and expansive network of village banks and/or credit unions. 

The newly created Local and District Municipalities have thus far not shown themselves to be able to equally serve the development interests of urban and township dwellers and rural dwellers residing within the same municipality.  The requirement that the new municipalities plan, implement and maintain both large scale urban and small scale, dispersed rural infrastructure and programmes is resulting in the systematic short changing of the rural constituencies.  

Therefore, there is no development organization or programme that has been commissioned by the National Government to exclusively upon the promotion of the local production of both agricultural and non-agricultural goods and services both for local consumption and also for export into the nearby urban areas.  The continuing existence of general dealers in rural communities, as well as the smaller rural spaza shops, is a clear indication of the dependency of rural communities on imports of all kinds from the national market system.  The size of this rural purchasing power needs to be documented, measured, and explored to ascertain how much of this demand could be reasonably met by local production for local consumption.  

The aim of a network of Rural Production and Marketing Centres is to establish profitable networks of rurally situated producers who raise and process food stuff and fabricate products for sale into nearby rural markets.  In the next section, we will review the socio-economic needs and the potential benefits of such a network of RPMC’s.

3.   The Need for and Potential Benefits of Rural Production and Marketing 

Centres

1. So long a rural people are prepared to work for relatively lower wages or profits – in part because their cost of living is much lower than urban workers – many tasks can be cost effectively reduced to a production process that makes extensive use of hand labour.

A good example of the opportunities created by the lower costs of rural labour is the netwire (jackal netting) fencing product which can be relatively easily fabricated by hand using the New Dawn Engineering innovated Net Wire Board.  It can be hand fabricated for a price and at a quality which competes favourably with netwire that is mass produced by a big expensive machine.  The capital cost of the boards used to hand fabricate jackal netting is +/- R300 or about 1/400th the cost of the machines used to mass produce the same product. A hand fabricator can make +/- 15 meters of jackal netting a day on which he will earn +/- R25 a day for his or her labour.  So, 400 hand fabricators can produce up to 6 kms of fencing product in a day.  The profitability of had made fencing of all kinds depends on the availability of mild drawn galvanized wire at good price distributed to the point of production, which ideally should be located close to the client who is purchasing the product. 

It is important to emphasize that hand production in the rural areas of the Eastern Cape would be a transitional stage in the economic awakening of communities that are outside the modern industrial system of production and marketing.  As these rural communities slowly build up their own economic foundations, the cost of labour will gradually increase and machinery will come to play an ever increasing role in rural manufacturing.  Hand fabrication or crafting should be looked upon as a way to jump start the manufacturing process in communities where almost nothing is being fabricated for local consumption or export. 

2. The fact that an ‘ilali’ (village) or a Tribal Authority annually expends hundred of thousands of Rands on imported good - fabricated in the urban industrial centres of the country – many of which could in fact be cost effectively and profitably produced locally for sale into the local market, such as: soap, clothing, shoes, furniture, windows, doors, bricks and blocks, cement, roofing material, agricultural tools and equipment, and processed foods (sugar, wheat, coffee, tea, canned foods, sweets, etc.), human medicines and veterinary remedies, etc.  

The main constraints on the feasibility and the long term viability of ‘local production for local consumption’ is the availability of raw materials, technical know-how, and small business management skills needed to create small production units that are able to earn enough profit selling to local and other markets to justify the investment and training required to get such a network of enterprises up and running.  

In addition there are a number of services that could be conducted advantageously within the immediate micro-market such as the repair of motor vehicles, agricultural implements, water pumps, and crop processing equipment, sheet metal tanks and plumbing systems, stoves and kitchen equipment, radios and TV’s, etc. 

3. It needs to be emphasized that the projected cost of creating rural employment opportunities through the proposed RPMC’s will be between 10 and 20 times less costly than the creation of comparable employment opportunities in a formal urban setting.

The cost of the envisaged rural employment and self employment opportunities can be kept to +/- R6 000 each which is well within the realm of the yearly income that will be generated by these rural manufacturing and service jobs.  This very small capital cost per employment opportunity meets Fritz Schumacher’s ‘rule of thumb’ that a developing country or community that is serious about moving toward a full employment economy cannot spend more than the average income earned by a family in capitalizing and starting up each rural employment opportunity.  If we get an average income for rural households in the Eastern Cape, then we can use that figure as the upper limit for the total investment and start up cost for each new rural employment opportunity (See The Future Is Manageable, Schumacher’s observations on non-violent economics and technology with a human face, Impex, India, New Delhi, 1978 ) .

There exists sufficient accumulated and field tested know-how within the world wide Appropriate Technology Network to provide the National, Provincial and Local Units of Government with the models and technologies it needs to create tens of thousands of small production and service enterprises in rural communities.  If these rural enterprises are supported with training, a ready supply of inputs, and assistance in the marketing of surpluses, will generate enough income to initiate the beginning of a self financing – and therefore dynamic – local economy in advantageously resourced and positioned rural areas.

4. It is predicted that the spin-off and multiplication effects of an aggressive programme of ‘light industry’ manufacturing, crop processing, and technical services generated by a network of RPMC’s will result in the employment/self employment of tens of thousands of rural dwellers over the coming decade.  Each RPMC would serve a cluster of between l5 and 25 villages (7500 to 12 500 rural dwellers) that are geographically, politically and culturally linked to each other.  These new employment opportunities will be created largely by substituting locally sourced products, goods, and services with a very high local labour content for imported products, goods and services with much lower labour content.  Employment intensive production maximizes the appropriate use of skilled labour to generate products, goods, and services that are competitive on price and quality to industrialized mass production.

As a transitional strategy for revitalizing rural zones, the major objective of the RPMC programme is to cause as many employment opportunities as possible to move out of the urban industrial centres back into the rural areas suffering from the highest levels of poverty and unemployment.  The conversion of 1000 high tech urban jobs into rural employment opportunities will double or perhaps even triple the number of rural dwellers who will now be able to earn a small income producing the same products, goods and services. 

4.  Phase I - Research and Development of the RPMC Prototype (12 months)

It is proposed that one or more technology assessment and innovation organizations be contracted to objectively investigate all of the relevant factors relating to the design, construction and start up of the proposed RPMC’s.  The development of the RPMC prototype during Phase I can be divided into five steps or distinctive tasks that will have to be carried out before one or more demonstration RPMC’s can be field tested, redesigned and then hopefully massively implemented::

(i.) the economic, socio-political and technological feasibility study of the RPMC concept;

(ii.) the siting of one or more demonstration RPMC’s and the design of the buildings, equipment, staff complement, training processes, funding requirements, etc.  It is also necessary to identify the most promising product fabrication and service provision packages for incorporation in the initial demonstrations.

(iii.) the construction of structures and the procurement of necessary production equipment from around South Africa, the continent, and the world; the criteria to be used to select owner-practitioners and the creation of simple training programmes in how to run the different micro-enterprise units (financial management, procurement, fabrication, quality control, marketing, etc.).

(iv.) guidelines, training, start up assistance, and longer term support for the owner/practitioners in how to collectively manage the RPMC and themselves as de facto production and marketing cooperative.

(v.) continuing research and development on new products, goods and services for which sufficient demand exists to support additional production and marketing enterprises.

It should be possible to come up with a complete model and process for the first RPMC prototype for +/- R500 000.  If we assume that a typical RPMC will create +/- 100 employment/self employment opportunities and that the cost per permanent job will be R6000, then an additional budget of R600 000 would be required to actually start up the first demonstration of the RPMC concept.

The R&D phase of the RPMC Programme will first look at up to date data on rural household expenditures.  Where the existing data is inadequate, it will be necessary to carry out additional surveys in the communities surrounding the proposed RPMC demonstration.  The purpose of these surveys is to determine those products for which the strongest local demand exists and also to determine whether rural consumers will be willing to shift from buying those products in the regional market centres to a new RPMC that is much closer to their home village.  Research has already indicated that rural households need to be given credit in order to purchase major consumer goods such as furniture.  The production of high quality furniture in a rural workshop will not be that helpful to a rural consumer in need of new furniture unless the rural furniture maker is able to offer the same kind of credit provided by the furniture sellers in the big towns and cities.  

TATU has already determined that it is possible to triple the value of the raw materials used to make any piece of furniture using very basic hand tools together with a good, modern design and a high gloss finish.  So, if R100 000 worth of furniture is fabricated and sold by a rural furniture fabricator, then +/- R30 000 is available to pay for labour (assume 1/3 goes for materials, 1/3 goes for operational overheads, and 1/3 is paid for labour).  Thus, 6 owner/practitioners can earn R6000 a year, or 3 owner/practitioners can earn R12 000 a year,

It is necessary to carefully estimate the size and nature of villages, townships, and clusters of villages and to figure out how the disposable income of the households is presently being spent.   It is necessary to understand from what commercial outlets the rural households are now buying their products, goods, and services, and to assess their willingness under different cost and transport conditions to redirect their purchasing power.  It is important to understand the roles of highways and roads, transportation flows, existing crossroad markets, general dealers and spaza shops, travelling salesmen, etc. in supplying the needs of rural householders in any rural area before making a decision to create a RPMC in a particular rural area.  It is also necessary to research the costs and benefits of centralized as opposed to dispersed or network RPMC’s, the kinds of products will uniquely lend themselves to labour intensive fabrication and walk in (local) marketing, the kinds of services for which there will be a strong enough demand within a market of – say – 10 000 rural residents to keep ‘x’ self employed service providers fully or partially employed, etc.  It should be possible to ‘guestimate’ the total potential employment that can be created by 500 to 1000 strategically located RPMC’s.         

5.  Phase II – Field Testing of the RPMC Prototype  (12 to 18 months)

During the second phase of the RPMC demonstration, the implementation agent(s) will concentrate on actually operating, re-evaluating and optimising three different versions of the prototype RPMC.

This period of field testing will enable the implementation agent(s) to discover in practice those technologies, organization arrangements, and general principles of operation required to effectively start up and run a RPMC in three different types of rural communities: deep rural, semi-rural, and small town.  The aim is to learn as much as possible about the different start up requirements, costs, obstacles, and rates of return on investment in these very different rural environments. 

It is absolutely essential for the RPMC concept and process to be field tested, evaluated and then redesigned so as to discover the most workable structure and cost effective pattern of operation of the RPMC in different socio-economic environments.  The defects in the first and second generation versions of RPMC prototypes need to be identified and fixed before the RPMC Programme shifts into the mass implementation phase of development.  The practical experience gained during Phase I and II will enable the implementation agent(s) to perfect the RPMC model before big investments are made by the public sector.  

The evaluation of the performance of the RPMC prototypes in different rural environments allows the implementation agent(s) and their sponsors to carry out the following tasks:

· where necessary to radically redesign the RPMC model, start up process and operation to get ride of any built in defects and to adapt the concept to different types of rural communities

· identify the necessary socio-economic preconditions, start up sequences, and geographical and commercial siting requirements to successfully launch the proposed RPMC system in different kinds of rural communities

· create the training processes, technical assistance services and management support functions needed to rapidly launch a network of small scale rural entrepreneurs who become the owners and operators of their own RPMC 

· move the RPMC’s as quickly as possible away from dependency on public sector funds and support

The main outcomes from Phase II are to optimise the RPMC prototype(s) and to draw up a detailed plan for the systematic establishment of between 50 and 100 RPMC’s in the Eastern Cape and between 500 and 1000 RPMC’s throughout the country.  

This implementation plan will specify how the different types of RPMC’s will be staffed, what kinds of premises will be required and how they will be held (leased or cooperatively owned), whether operations will be centralized and consolidated or decentralised and distributed through out a network of rural production units, the start up and recurrent costs to the public/private funding agents for the different types of RPMC’s, the development capital required over a decade to establish a national system of RPMC’s, the annual recurrent costs of the RPMC’s, and the step by step process by which individual RPMC’s and the entire system will gradually become self financing to the point of being able to finance further expansion of the RPMC process into new communities and environments.  

6.  Phase III - Nationwide Expansion of RPMC’s    
This phase is concerned with the rapid and cost effective replication of RPMC’s throughout the Eastern Cape and the other 8 Provinces.  A new and completely dedicated national and provincial organization will need to be designed, financed, started up and staffed.  It seems likely that the expansion process will be phased over a 10 year period.  

The expansion process will quickly become highly standardized, rather like establishing hundreds of Kentucky Fried Chicken outlets all over South Africa.  Each RPMC will need to be carefully sited at the natural interface of existing rural, peri-rural and peri-urban markets so as to capture as much business as possible and to minimize the cost of serving these nearby markets.  It seems likely that it will take at least 12 months to create and launch a new RPMC.  

Many major decisions will have to made in consultation with funding agents and sponsoring department(s) about how to grow, sustain and gradually eliminate most or all public subsidies for RPMC’s.  It may be decided that it makes political and economic sense to create a new National Organization to finance and manage the establishment of 500 to 1000 RPMC’s throughout the land at a cost of +/- R600 000 a piece.  It may also make sense for the National RPMC Agency to contract the establishment of specific RPMC to a range of different implementation agents: private management firms, NGO’s and even CBO’s, university affiliated implementation agents, or some private/public partnership combining the best of both worlds.               

Both the National and the Provincial implementation agents will have to be guaranteed enough autonomy for these units to aggressively carry out their mandates and contracts above the petty party, tribal, racial, and organizational politics which increasingly dominate and interfere with development initiatives in the country.  

It is very likely that a decision will be made during Phase III to create a wholesale depot for the procurement in bulk of a vast range of inputs and raw materials needed by small production units at the RPMC level.  Such a bulk purchasing, storage (or just in time delivery), and distribution system would have to be carefully constructed, highly computerized, and centrally managed – although regionally and locally implemented – so as to obtain as many economies of scale as possible while simultaneously minimizing costs.  The aim is to obtain raw materials and inputs at the lowest possible prices for rural fabricators so as to maximize their profits on their labour.   

Bulk buying of raw materials from the big companies and parastatals which dominate the national economy of South Africa will help to overcome one of the primary obstacles undermining the viability of small scale business in the country,  the impossibility of small buyers to purchase their raw materials at a bargain (whole sale or ex factory) price.  

The history of the first or heavy industrial revolution achieved huge economies of scale by aggregating and concentrating machine power, labour, raw materials, expertise, and management in the factory system of production.  The vast increases in the productivity of labour achieved by the factory system necessitated costly organization and transportation to and aggregate all the necessary inputs at the point of production.  There were other heavy organizational and distributional costs to disperse product back to scattered clients and consumers.  The RPMC concept proposes to decentralize raw materials to networks of labour intensive fabricators of products and providers of services who are already distributed and therefore advantageously positioned to minimize the costs associated with distributing and selling factory products back to highly dispersed consumers and clients.  The RPMC process proposes to combine savings on the mass production of raw materials (bulk buying and just in time distribution) with savings on direct sale of finished products by fabricators to the consumer.  The RPMC process aims to distribute wealth generation capacity by directly re-distributing the means of production to the people (M Gandhi: ‘we need production by the masses, not mass production’)

7.  Projected Budget for National Implementation of RPMC’s. 

7.1 Recurrent Annual Staff and Operational Costs (for a typical RPMC)

7.2 Capital Plant for Construction of RPMC’s  

7.3 Revolving Capital Loan Fund to Pay for Technology and Plant 

7.4 Revolving Fund to Cover Raw Materials and Operating Expenses 

8.  Review of the Major Aims and Objectives of the Proposed RPMC Programme   
8.1 The RPMC Programme proposes - by means of low cost, human powered, income generating, and therefore appropriate technologies - to open up opportunities at the micro-regional level of organization for hundreds and thousands of small rural producers of goods, products and services to earn a living income with their resources, skills and hand labour.  The goal is to find ways to cost effectively decentralize the conventional factory system and redistribute simple, human powered micro-factories back to rural areas where owner/producers hopefully will be able to profitably fabricate and then directly sell products to rural dwellers.

8.2 The typical micro-markets contain between 10 000 to 20 000 consumers, so 1 000 000 

rural dwellers would need approximately 50 RPMC’s.  The objective of the RPMC Programme is to generate as many employment opportunities as possible by cost effectively supplying the needs of small rural, peri-rural or peri-urban (township) market areas for food, manufactured goods, and services. 

8.3 The RPMC Programme will be able to objectively determine how many rural dwellers

can earn a living by making use of labour intensive technologies to fabricate products, produce and process goods, and provide necessary services for sale to consumers within a micro market.  The question to be answered is whether simple, low cost technologies exist that will empower rural dwellers to substitute their labour, skills, and cheap local  raw materials for more expensive mass produced products, produce and services that are purchased in urban markets.  If the RPMC’s make it possible for rural producers to compete on price and quality with machine fabricated products and urban sourced produce and services, then it will create opportunities for many unemployed people temporarily resident in the urban centres of South Africa to become self employed producers in their rural homes.  

8.4 The cost of living in rural areas is substantially less than the cost of living in the suburbs 

or the urban townships, in part due to the many benefits enjoyed by rural dwellers such 

very low cost access to water, fuel wood, building materials, self help food supply (meat, vegetables, carbohydrates), collected medicines, etc.), savings on the rental of housing and land, savings on transportation, and the lower cost of labour.  The reduced cost of living in rural communities means that a rural household does not need to earn as much money to meet all of its expenses as that same household would have to earn were it living in an urban township.  

Therefore, a rural person engaged in producing products, goods, or services for the nearby rural market does not have to earn nearly as much cash income to achieve a parity of benefits with his or her urban counterpart.  It is estimated that a rural household earning an income of R750 will end up with more disposable income than a comparable urban household earning between R1500 and R2000.  One of the greatest potential benefits of the proposed RPMC Programme is the effect it can have on reducing the ‘urban drift’ of unemployed and impoverished rural people to the townships of the urban industrial centres of the country. 

8.5 To be successful, the RPMC Programme will have to simplify the logistics of supplying raw materials, equipment, small business management assistance, and small start up loans for equipment, materials, and operating expenses.  

8.6 The proposed RPMC’s greatly reduce the need for a separate distribution and sales system because the local market is small enough for the owner/practitioners to personally manage the distribution, sales, and repair functions as well as the production functions.  If successful, the RPMC will serve as a physical and organization point of integration between the household, village and micro-regional economies on the one hand and the national and international economies, on the other.  Historically, there were +/- 400 general dealers in the old Transkei who systematically managed the outward sale of surpluses from the in-kind village economy into the national cash economy and the inward sale of ‘money based’ industrialized products into a largely money less subsistence economy largely that until relatively recently was predominantly based on direct exchanges of goods and services.  

8.7 The research, evaluation, and redesign of the RPMC prototype to adapt the general model to fit a wide range of different types of communities, geographical areas and market zones, aims to remove as many obstacles as possible from the ‘spontaneous’ adoption and adaptation of the model to suit their specific needs and socio-economic conditions.  The aim is to stimulate the rapid emergence of  an energized little economy that is dynamic enough to generate its own growth cycle based on local savings and local reinvestment.  The emergence of an independent growth process will actively promote the expansion of existing RPMC’s or the replication of the RPMC units in new market areas.  

8.8 It is important to keep the cost of the physical plant, production technologies, inputs and operating expenses, training, labour costs, management and marketing support services and all other costs of production as low as possible.  It is only by keeping the total cost per employment opportunity at less than R10 000 per permanent job that the RPMC Programme will tend to spread naturally.  It will be pushed forward by the self interest of unemployed rural, peri-rural and per-urban ‘artisans’ with the capacity and energy needed to create their own little enterprises.  

8.9 The proposed RPMC Programme needs to emphasize as far as possible the self governing nature of associations and networks of labour intensive, AT based little enterprise units.  If the RPMC’s are allowed to become too organizationally complex, then they will become dependent on the services of expensive professionals whose services will always cost more than the participating enterprises can afford.  One model is for the RPMC to be constituted as a membership organization.  The entrance fee also serves to purchase a share in the RPMC as a ‘production and marketing cooperative’. Members would pay a flat monthly service fee to the RPMC and would have the option of purchasing more specialized services for other members such as book keeping, packaging, marketing, transportation.  The benefits of membership in an RPMC may turn out to be significant: the right to purchase inputs through a central buying organization as substantial discounts; referrals from other members or production contracts from more distant RPMC’s; walk in customers; warehouse space for storage of finished products or short term expansion; shared security arrangements; etc.

8.10 Initially, the enterprise units participating in each RPMC’s would be encouraged to concentrate on producing and selling those products, goods and services where they earn a good income delivering locally ‘manufactured’ products, produce and services of comparable quality at competitive prices.  The RPMC linked producers would naturally concentrate on those products, goods and services where a major part of the retail price is caused by high transportation costs, big mark ups by middle men and retailers (particularly in rural shops and general dealers), the high costs of skilled and unskilled urban labour.  

The challenge is to find and use appropriate, in this case labour enhancing technologies, which allow rural dwellers to apply their cheaper labour power and skills to the fabrication of competing products that maximize the use of lower cost local raw material.  The goal of the RPMC Programme is to discover as many simple, inexpensive technologies of production, processing, and servicing as possible which reverse the deeply institutionalised tendency of big industries to invest in expensive labour saving technologies as a way of controlling the escalating cost of labour in the new South Africa.  The unintended consequence of the efforts by owners and managers of big businesses has been to decrease the labour content of production by about 1% a year over the past 15 years.  

8.11The aim of the RPMC is to gradually increase the labour content of the rural and

       eventually the urban production and distribution systems until the national 

       economy approaches full employment  without undermining the value of the 

       GNP of South Africa.  In contradistinction to the redistribution of wealth, which

       is the aim of socialism, the RPMC Programme seeks to rationally and 

       systematically redefine and distribute work until every able bodied member of the

       society is meaningfully employed doing useful work.     

9.  Benefits of the RPMC Approach to Employment Creation 

9.1 It is reasonable to assume a total cost  of R6000 per employment through the proposed RPMC Programme to the agency/organization managing the implementation process.  This R6000 covers all the direct costs connected with the creation of an employment opportunity through the RPMC such as: physical plant, AT equipment, technical training and support, management of the RPMC as an organization in its own right, etc.  Thus, if we assume that the average RPMC will create 100 employment opportunities within its first year of operation, then there is a budget of +/- R600 000 from which to pay for the above mentioned costs.  If 100 hundred RPMC’s were established in the rural areas of the Eastern Cape, that would lead to the creation of 10 0000 employment opportunities at a cost of +/- R60 000 000.

9.2 The original Special Employment Action Programme in the mid 1980’s in the former Transkei paid the equivalent of R6000 a year (2004 values) or R500 a month to cover the cost of putting unemployed urban, township and village people to work as manual labourers on public works projects.  The short term employment opportunities created by the Community Based Public Works Project (and now the Extended version of the same) spends +/- R10 000 to pay for a year of public service work.  This money goes to pay for wages, tools, administrative overhead, supervision, materials, etc. At the end of the year, needed infrastructure has been constructed which is a definite benefit to the citizenry, but the job disappears unless another R10 000 is voted next year by parliament and used to pay for the employment of the same person in the same community.  The investment by the government of R1 000 000 000 Rands worth of public funds would create 100 000 jobs at a cost of +/- R10 000. 

The Community Public Works Programme which creates more or less permanent infrastructure (schools, water systems, roads, clinics, irrigation for agriculture, etc.) and short term employment opportunities.  In contrast, the RPMC Programme invests public funds in a process of employment creation which has a high probability of creating permanent jobs and forms of self employment.  The proposed RPMC strategy ‘privatises’ the public funds it invests in the creation of rural employment and self employment opportunities.  If the RPMC strategy is able to successfully privatise public resources in the inexpensive creation of permanent employment, these privatised resources now have a chance to become dynamic and create additional employment without recourse to additional public sector funds.  

The owners of small rural enterprises funded by the RPMC Programme gradually repay the portion of public funds invested in purchasing the AT equipment and operating capital, used to purchase the initial inputs and labour costs.  The government will earn in direct and indirect taxes approximately 30% on all economic activity.  The owner/operator of a small enterprise will pay 14% VAT on all materials and services he or she purchases through their micro-enterprise.  Taxes on income, training levees, profit, unemployment insurance and workman’s compensation, and many other direct and indirect taxes recovers the other +/- 16% for the fiscus.  In crude terms, if a business does R30 000 of sales a year for three or four years and the government recovers +/- 30% of this annual turnover, then the government will probably recover most of the unrecoverable public subsidy initially invested in the establishment of the RPMC.      

9.3 It is possible to divide the rural and peri-rural zones of South Africa into +/- 1000 ‘natural’ micro-markets of 15 000 people, or +/- 3 000 families.  The estimated rural population resident within these rural and peri-rural zones comes to +/- 15 000 000  persons.  Let us assume that 100 persons, representing 100 households, will find direct employment within the RPMC (roughly 3% of the population).  

If we include the indirect secondary and tertiary employment opportunities in agriculture and food processing, craft, cottage industries, transportation, building, etc. then it is possible that the original 100 owner/operators of RPMC enterprise units will multiply into 200 or even 300 additional part and full time employment opportunities.  If each of 1000 RPMC’s directly and indirectly create 300 jobs, then approximately 9% of all the families resident within the immediate micro-market now find that one of their members are earning an income, however modest.  

9.4 The small producer who lives and works in a rural setting is less ‘informal’ than the same small producer relocated to an urban industrial setting.  This contrast between urban and rural contexts means that the are not the same entrenched interests to be overcome in the rural areas that are found in the urban industrial communities.  The government and its many public/private regulatory bodies have considerably less control over ‘informal’ rural enterprises than they do over urban and even peri-urban situated enterprises.  

The proposed RPMC Programme focuses the attention of politicians, government officials, corporate leaders, private sector and the leaders of civil society on the question of whether rural enterprise development is getting a reasonable (fair?) share of all public and private investment involved in the creation of  new forms of permanent employment.  If the per capita investment in rural employment creation is far less than the per capita investment in urban job creation, then a very strong case can be made in favour of radically increasing the level of investment in small holder agriculture, land based enterprise, and light rural industrial production.  The long term impact of making very large investments in urban enterprise and systematically short changing rural enterprise promotion is the accelerating collapse of the rural economy, which is now being experienced in South Africa.  It is only by increasing investments in rural enterprise promotion that it will be possible to re-inflate the rural economy and stop the destructive erosion of young people, the breadwinners of rural families, and the leadership of rural communities to the cities in search of part time work.  

It is well established that the instabilities created by the tensions between an over developed urban core and an woefully underdeveloped rural hinterland (the dual economy syndrome) results in the social and economic pathologies associated with underdevelopment.  The RPMC strategy will have a tendency to counteract the pointless and production-less out migration of rural dwellers to urban centres of the Eastern Cape and the other ‘over developed’ centres of the country.  The tragedy is that the urban bound refugees from a moribund rural economy are chasing the mirage of permanent employment in the cities because increasingly there are very few new opportunities for work being created in the urban industrial centres.   

9.5 The proposed RPMC Programme will require the redirection of +/- R600 000 000 in public resources from the urban industrial areas into the rural zones of the country to pay for the establishment and support of 1000 RPMC’s.  The point has already been made that the national government will recover its original investment within a few years by taxing the economic activity generated by the +/- 100 000 new direct employment opportunities created by these 1000 RPMC’s.  

If 25 000 new rural enterprises do R60 000 worth of business (R1.5 billion) and 40% of this turnover is paid to labour, then approximately R600 000 000 worth of annual payment for labour and/or profits are shared between 100 000 owner/

operators and workers, which gives R6 000 per RPMC generated employment opportunity.  A series of points need to be raised concerning these 100 000 new rural employment opportunities created through the RPMC Programme:

· These permanent jobs cost perhaps 1/10th  to 1/15th of the cost of the same number of employment opportunities in the urban industrial areas of South Africa.

· By creating significant numbers of rural enterprise and employment opportunities, the RDPC Programme begins to break the destructive  downward spiral of rural areas into economically dead, almost production-less zones which function – as they did under apartheid – as social and economic ‘warehouses’ for surplus people for whom no productive role exists in the urban industrial zones of the country.  The RPMC Programme opens up an alternative solution to the problem of chronic rural impoverishment and dependency on the urban industrial centres.

· With the assistance of the RPMC’s, it becomes possible for positive minded and energetic members of rural households to earn enough income locally to decide in favour of permanently relocating themselves from the urban centres to their rural homes.  The benefits of a lower cost, high benefit rural pattern of living becomes more attractive than working in the city or the peri-urban zone and sending remittances to ones family.  The rural entrepreneur and worker opt to embody their labour power in products, produce and services which are then traded into urban industrial centres, rather than to export themselves as migrant workers.

· The government and its high level economic modellers will have to decide whether it gets a better return on its scarce public resources:

(i.) by investing in the creation of a national network of RPMC or

(ii.) by continuing to aggressively tax all national economic activities to raise the extra funds it needs to prevent the dependent, unemployed, under employed and retired rural masses from starving to death and/or in desperation attacking the well to do residents of cities. 

9.6 What must be done?  Does it make sense to continue increasing the transfer 

payments from the over developed to the under developed sectors of the South 

African, or does it make more humanitarian, environmental, political, and economic sense to prioritize public and private investment in strategies and programmes like the proposed RPMC which envision the gradual creation of a full employment national economy, starting with the most impoverished rural zones of the country. 
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