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FINANCIAL AND FISCAL RELATIONS

The ACDP believe that effective government is determined by the extent decentration is

realised, which in turn affects political accountability and measures a population's response or

involvement to socio-economic demands.

The foundation for effective financial and fiscal discipline is proportional to the say people have

in where and how their taxes are being utilised.  It is reported that on average, the tax levels on

gross personal income lingers around 30%, yet the people get very little value for their tax

money.  In fact, we have a situation where the so called wealth of the people is only apparent

wealth.  Simply stated our people are becoming poorer, while the state takes more and more.

If there is a large difference between taxes paid and services or benefits rendered, dissatisfaction

creeps into the population, and in many instances efficacy decreases and country-hopping is

being encouraged.

In so far as the disparities of the past have affected a large sector of our population; pressures

on government spending and increased taxation to redress these imbalances are seen as ways to

solve such problems.  However, we ask for caution on such 'drastic' methods, as our economy is

still too weak to sustain major changes.

For example, the growth rate of South Africa is at present 3% and with regards to

unemployment, the economy needs to expand at a rate of 5,5% per annum to absorb new

entrants into the labour market.

Already we have an unemployment rate of 32,4% with the largest rate of unemployment in the

Northern Transvaal at 47% followed by the Eastern Cape at 45.3%. Coupled with this is that

87% of the unemployed are unskilled.

The demands for wage increases and improved workers rights are important economic factors

which need to be taken into consideration.

We are also seeing an increase in the crime rate, and this is already having a negative influence

on investment opportunities.



What further distresses the economic climate is that we are a new democracy in the making,

which still has to prove itself and which is strained by the above emerging factors characteristic

of an open democratic society.

It is required of us to balance these diverse influences and demands, by ensuring a steady

growth rate and friendly investment climate, as well as securing ready or disposable cash to the

average person in the street.

In view of all these factors, the ACDP believe in the principle that smaller is better; the adage

which states that the bigger you are the harder you fall is readily more true in the case of the

latter than the former.

By allowing districts, regions or local communities to control their own finances, better controls

can be exercised and larger returns can be expected.

Each community or region will commit itself to building up its infrastructure through a finance

system supported by the community, and as a result services will trickle down quicker and be

more cost effective.

A special tax system should be devised which is compatible to the status of a given region, and

which corresponds co-efficiently to a tax structure on a national scale.

What is required is that finance and fiscal policy be based on simplicity, stability, equity and

efficiency, through a process of community or regional consultation.

With regards to socioeconomic upliftment and equity, a National "Watchdog" can be instituted

to measure the regions economic growth patterns on one hand and how disparities of the past

are being redressed, on the other.

People at local level need to experience economic growth in the shortest possible time, and this

can be achieved through creative methods of enterprise and community contributions.

Masakhane is a good example in how finances are generated to pay for services rendered.



As the RDP is a process of delivery, decentration is a plan to fund these projects.  For example

a variety of tax incentives or subsidy schemes at local level are useful economic growth

initiatives, where the biggest beneficiary will be the local regions, and for which the people will

readily finance such projects.
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