UPDATED EDITION TALK LEFT
WALK RIGHT

South Africa’s Frustrated Global Reforms

SOUTH AFRICA MEETS THE WORLD BANK, IMF AND INTERMATIOHAL FIMANCE | o !l-

svp——— if‘\i

" “ - S SaTION
SR wEang.j; -
¢t THEID D‘I:"-

: -’- I j'i‘._—_l“ I

PATRch BOND | Patrick Bon :

- Lt T i C L;

Bond




World GDF per capita growth, 1267 -2003 (annual change in per cent)
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World GDF per capita growth, 1261 -2003 (annual change in per cent)

Vigure 3 US, nonfinancial corporations : Profit rates prior to the payment of real nterest
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Profits are measured before profit taxes. The rest of the world corresponds to the excess of profits
made on US investments abroad over the profits made by the rest of the world on foreign direct
investment in the US. (These profits may remain in the country where the investment is made.)
Trade, Contruction, Public Utilities, Transportation and Communications, and services are not
represented.
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PERCENT OF TOTAL DOMESTIC PROFITS
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Real Index Value

The Stock Market, 1871-Present:
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580 trillion of global financial assets three years ago.

560 trillion of global financial assets today.

Detault, duration, risk, and information discounts.

Default discounts:

— A S3 trillion increase from mortgages.

— A S6 trillion increase from other forecast recession losses.

Duration discounts:

— A -S4 trillion move by central banks.
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savings to
account for a
country’s
tangible wealth
and resource

Tangiole wealh
Subsoll assets AR

Timber resources 280

Adjuzied net saving

Gross Mational Saving 40

Education expendiure 7

Consumption fixed
NTFR [li capital 18
Froecled areas 7 Energy depletion 0
Croplana 855 Mingral depletion 4
FastUrelang 4 Metforest depleton &
Froduced capital 688
Total tangible
wealih 200 Aduzed netsaving 16
Fopulation growth  1.7% AWealthpercapta  -18

Note: Data for 2000, NTFR: nontimber forest resorces.




SR Fopulation Adjusted Change in

per growth rate net saving  wealth per S3Ving gap

capita {%5) per capita capita T GMI
Benin 360 2.8 14 42 1.5
Botswana 2025 1.7 1021 514
Burkina Faso 730 2.5 15 _ae 15.8
Burundi a7 1.0 -0 a7 a7.7
Cameroon E45 2.3 8 152 277
Cape Verde 1195 27 43 81 8.5
Chad 174 3.1 8 74 42.8
Comoros 35T 2 5 AT 73 10.@
e e B0 a2 227 D 110.2 WO rl d B an k
Céte & lvoire B2 2.3 5 100 16.0 -
Ethiopia 101 2 .4 4 27 27.1 Freco rdlng Of
Sakon 3370 2.3 -1183 885 _
Gambia, The ans 3.4 5 =E 14.8
i - b African
Kenya 243 2.3 40 11 3.2 . ,
Madagascar 245 31 o -56 227 COuntrIeS
Malawi 162 2 1 2 25 18.2
Ml 221 2.4 20 47 242 -
Mauritaniz agz 2.0 a0 147 ag 4 adJ USted
Mauritius 2807 1.1 B4E 514 i
Mozambigue 105 2.3 15 20 10.0 t I
Mamibia 1820 3.2 apz 140 Nationa
Miger 168 3.3 -0 83 50.3
Migeria 297 2 4 87 @ 70.8
Rwanda >33 2.0 14 80 26.0
Senagal 449 2.5 31 27 B.1
Seychelles 7080 0.0 1162 o04
South Africa 2837 2 5 24p 2 .1
Swaziland 1375 2.5 120 8
Togo 285 40 o0 88 30,8
Zambia 312 2.0 13 83 0.4
Zimbabwe E50 2.0 53 4 D.7

Norg: All dollars at nominal exchanes rates.




Scenario A: The parent TNC in the example is domiciled in a
relatively high-tax (34 per cent) country, and it has a foreign affiliate
in a lower-tax (10 per cent) host country. A component is produced
by the affiliate in the host country at a cost of $400, and sold to the
parent in the home country at the (transfer) price of $550, which
becomes part of the parent TNC's cost of goods sold. The home
country parent firm incurs an additional $300 to complete the

product which contains the transferred component. The product is tra‘nSfe r

sold at $2000. Tax liabilities are calculated using the host affiliates's . -
and parent firm's pre-tax income, resulting in total tax liabilities of p rl CI n g -

e on $2000

Affiliate inlow-tax ~ Parent in high-tax

Transfers to country (10 per country (34 per Total TNC S al e t aX —
)

income statement cent tax rate) cent tax rate) income
Revenue $550 $2,000 $2,000
Less costs of goods sold $400 (3550 + $300) $700
Gross margin = $150 $1,150 $1,300
Less operating expenses $100 $500 $600
Income before taxes = $50 $650 $700

Less tax expense $5 $221 $226
Netincome $45 $429 $474
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spending by OBCD donaors, 2003
(LISF billions)
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