Abstract 26

OFFSETS AND REGIONAL DEVELOPMENT IN SOUTH AFRICA

This paper explores the regional effects of the offset programme of the R57bn procurement exercise of the South African defence force that was initiated in 1999. Both the DIP (defence-related industrial participation) and NIP (national industrial participation) components are examined.  

It is argued that the impact of the offsets on the South African space economy is more ad hoc and project-oriented than is officially acknowledged. In general, the deployment of the DIP and NIP offsets has not had the requisite coherence to help link national industrial strategy – with an increased stress on the promotion of a knowledge economy – with prevailing regional development policy and practice. The DIP investments coordinated in part by the parastatal Armscor, have mostly helped perpetuate the South African defence industry, although in a somewhat reduced and underdeveloped form, and have confirmed the existing spatial distribution of the industry. While the NIP offsets supervised by the DTI (Department of Trade and Industry) have had a more pervasive impact on the South African economy as a whole, their overall regional effects are unbalanced, and unlikely to affect regional and local disparities and employment prospects. It is also suggested that opportunities for investment in strategic sites of South African industry – such as the film industry, eco- and game-tourism, and even shipping – have not been grasped by the relevant private and public-sector agents directing the offsets.

Policy makers need to take more cognizance of the increased emphasis in the relevant international literature on the dynamics of social and institutional factors in the making and implementation of a coherent regional development strategy.   
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