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Researchers have advised industrialists to stop
demanding unconditional tariff protection from
imports and concentrate instead on whether
they were keeping abreast of modern
technological developments.

At the same time, the researchers have
warned, the government should not totally
abandon its policy making role to market forces
and should be more selective about the kinds of
industries it did support.

In two recent research papers posted on the
website of Trade and Industrial Policy
Strategies, a local think-tank with close ties to
the government, the researchers focused on
the debate about whether government had cut
import tariffs too quickly, harming major
industries such as clothing and textiles.

"Consumers would These industries have

benefit even more if c|aimed that they are being
f)hpié’ do;/:rrrs];rr]::;er driven out of business, at the
antitrust policies ~ COSt of thousands of jobs,
and tarrif because of the flood of
liberalisation cheap imports from countries
such as China.

The researchers appear to have some
sympathy with these complaints, but point out
that in a world of rapid globalisation, trade
liberalisation is inevitable and may well benefit
local consumers while encouraging the
development of new exports.

In one paper, Lawrence Edwards and Tijl van
de Winkel of the school of economics at the
University of Cape Town said it appeared as if
tariff liberalisation during the 1990s had
lowered average mark-ups in South African
industries.

They estimated South Africa had cut average
protection in manufacturing from 14.5 percent
to 9.4 percent between 1994 and 2002. During
this time, a 1 percent cut in tariffs is estimated
to have reduced average mark-ups by about 2
percent.

The cut in mark-ups was even higher when the
cost of intermediate inputs was taken into
consideration.

Edwards and Van de Winkel said consumers
would benefit even more if the government
opted for "stronger antitrust policies and tariff
liberalisation.

Secondly, an accelerated programme of
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liberalisation and more competition-enhancing
policies will enable the Reserve Bank to pursue
a less restrictive monetary policy, at least in
the short run."

Lower mark-ups would also increase the
profitability of exports "through lower input
costs".

In the other research paper, Sanjaya Lall, a
professor of development economics at the
University of Oxford, said that as "liberalisation
and globalisation gather pace, concern with
industrial competitiveness is growing, not just in
developing countries but also in mature
industrial ones".

How best to deal with this was, however, still
wide open to intense debate, although there
was a growing body of opinion that
governments should not abdicate their policy
making role to market forces and should instead
make selective and targeted policy choices to
help their industries become more competitive.

The key to this, she said, was encouraging
industry to keep abreast with the latest
technology and finding niche markets rather
than demanding protection from imports through
higher tariffs.
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price index (CPI) and producer price index. [Full
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