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s 1 Iudustnal Develnp-
ment Corporation ( has
announced a new R500m

low-interest rate scheme to-

promote the export of in-
dustrial products.

The scheme, aimed at re-
inforeing government’s at-
tempts to boost exports and

“treate job opporhunities,

has been welcomed by hoth

Sacob and Saffo.
The IDC Wnuld make

available Rﬁﬂﬂm at a rate
of R100m a year for the
financing of additiunal pro-
duction capacify that re-

sulted:%iri'.at least 30%
growth'in exports, had eco-
nomic¢ . merit and created
new jobs.

Safto CE Wim Holtes
said the new scheme would

contribufe to solving the
problem of lack of export
-capacity in some sectors of

the economy and could he
followed b increased

foreign mvestment in SA’s

‘manufacturing secfor.

A Sacob statement saud
the move would further as-

- aem =k,

become more internation-
ally competitive and there-
by haoost exports,

Sacob deputy director
general Ron Haywood add-
ed that while R100m a year

might not necessarily be

seen as a lot of money for

manufactunng projects, it
was a step in the right di-
rection to addressing the is-
sues which placed SA man-
ufacturers at a

~ disadvantage in the inter-

national market.

In a statement outlining
the scheme, the IDC said an
interest rate of 9% p.a

' RIeE
sist SA

would be applicable for the |

first three years provided
that 60% or more of the
sales from the project or
expansion were exported.
After three years the bor-

rower could chose between |

the IDC's fluctuating or
fixed interest rates.

If between 30% and 60%
was exporied, only half the
finance would qualify for
the 9% interest rate. The
balance could be obtained
at normal I interest
rates.”

Companies with total as-
sets of over R100m would
belimited to a maximum of
R20m per project, but nor-
mal IDC funds were avail-
able for the balance of the
funding,

The new scheme, which
would come into effect im-
mediately, was based on
the IDC’s previous low-in-
terest rate scheme
taunched in 1988 which pro-
vided R320m for 273 pru—
]ects




CAPE TOWN — Employers have generally
not been as well organised as workers in
recent years, Manpower Minister Eli Louw
said yesterday.

Outlining recent trepds in the labour field
to the annual conference of the Cape Local
Government Employers’ Organisation in
Parow, Louw said statistics showed that
unions bad used the prescribed conflict res-
olution mechanism to their advantage.

“Af the same time, employers watched
passively and did not grasp the epportuni-
ties and measure available to them.”

Louw said it could be expected that la-
bour union activities would become increas-
ingly extended {o the rural areas.

“If would therefore be good for rurai
employers to make themselves conversant
with negotiations with upions and labour

.

-

law.”

Louw said that while the trade union
movement had shown a downward trend for
some time in Eurgpe, the movement was
crowing in SA.

“The growing infiuence of unions in the
public sector and in the area of local au-
thorities will continue.”

Louw noted that among workers there
was a measure of opposition to privatisa-
tion because job losses were feared, and
that would have to be addressed.

The chief reason for strikes continued to
be disputes over wages, accounting for 80%
of strikes ig 1990,

But SA's economice realities meant that

unions would have to revise their demands -

__——_-—-———————-——-——-—_—___.______-______

eééﬁays Louw

opted too hastily for strikes.
Louw saui employers and organised la-
hour should “join hands in a conciliatory
approach in moulding attitudes in the battle
for the hearts and minds of people”.
Emplovers and employees had 2 common
goal — the improvement of their living
standards. “This can hardly be done hy‘cnn-
flict. [ strongly recommend cg-operation.”
Louw said that in balancing these inter-
ests, employers should not act defensively,
as though the economic and commercial
environment would remain unchanged.
“They must act pro-actively to bring '
about mutual beneficial changes in a con- |
structive way.
“Those employers that can adapt most ¢
easily to the art of compromise will uiti-,

- mately be better off,” Louw said.
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With the fhining sector — particu-
larly gold — in a decline, most
economists are pinning their

hopes on industry to revitalise the

South African economy, reports
REG RUMNEY

HE one belief commeon to
both left wing and orthodox
cconomists is that South Afri-
can industry should be the en-
gine of further growth.

On how to do this there is less
agreement,

There i3 a difference in emphasis on
the export and the domestic market. .

Maipsiream economists and indeed
the government recently have stressed
export-led prowth. Those on the left
have pinted their hopes on growth in
the domestic market as redistribution
of wealth enables the poverty-stricken
majority to buy locally produced basic
g00ds.

How to create jobs for the rapidly
growing labour force and earn foreign
exchange (rather than save it), is &
question addressed in the lates Eco-
nomic Survey by Sanlam's Economic
Research Department.

The survey notes that though the
crumbling of sanctions will open new
doors to South African cxporters, the
industrial sector will have to change
drastically to take advantage of these
opportunities,

Atwhat stage are we now?

Firstly, the industrial sector’s contri-
bution to gross domestic proguct — the
broad measure of cconomic acLivity
— rose only slightly in the past 20
years. At the same time, industrial ex-
ports as g percentage of GDP stayed
still, and actually dropped in recent
years. Also, industrial imports de-
creased, byt not enough to stop the
trade balance for manufactured goods
showing continued deficits, _

Secondly, South Africa’s productivi-
ty is low. Crucially, the finger cannot,
as is commonly belicved, be pointed
wholly at iabour. Capital productivity
is the villain, During the past two dec-
ades more and more capital has flowed
Into the industrial sector to buy plant
and Emn_:zn..u_. while the number of
workers has risen only slightly. San-
lam’s economists reckon the declining
relative cost of capital because of low
interest rates is the cause. With interest
rates at levels below the inflation rate
for long periods, entreprencurs found
capital investment in plant attractive.
The cost of capital investment was fur-
ther reduced by the relatively generous

Can export
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Boost ... the graph shows the effect of a R1-billlon Increase In final
demand on employment and use of forelgn excharnge

imumuﬂuﬁ. and incentive allowances The ncEﬁnmmﬂn sector and the in-
available in our tax system. “On the ward-looking sector together employ
other hand, the cost of labour increadéd ! 46 hércedr of the total labour force in the
much faster than the consumer price in- industrial sector,

dex.” o These two are responsible for almost
Our low productivity compared 00U 7, nercent of total exports, but use only

competitiveness of South African in-
dustrialists, notes the survey.

Sanlam’s economists leave the matter
there, but the implication is clear: to
compete in the tough international ex-
port markets industrialists will have to
use capital better. Wage increases will
also have to be capped, for while labour
productivity is better than capital pro-
ductivity it 1s not good,

But where to put most effort? The in-
dustrial sector is not, after atl, mono-
Hmﬁmn. PO ' a . s

Sanlam's economists conclude that of
four categories of the industrial sector
the “competitive” and the “inward-
looking" sectors are best able to create
jobs and earn foreign exchange.

slead t

2{s - q]¢[al

« JITL7)
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“*Non-compeulive stries include
the chemical industry, the motor indus-
try, and electrical machinery.

The non-competitive sector accounts
for around 38 percent of total industrial
production. It uses more capilal and
provides work for 28 percent’of the to-
tal industrial 1abour force, |

It absorbs 70 percent of industrial im-
ports, but contributes only 26 percent

| of total industrial exports,

What remains are “open industries”,
where 1mports as well as exports are

significant. This category accounts for -

only I percent of total industrial pro-
duction. -

The inward-looking and non-
competitive sectors both deliver about
90 percent of their preduction of fin-
ished poods to the domestic market.

Import replacement, notes the Sur-
vey, probably caused the capital-
intensive, non-competitive sector to
grow at the expense of the competitive
sector singe 1970,

The effect of a R1-billion increase in
final demand will have a markedly dif-
ferent effect on employment and the use
of foreign exchange in each of the ma-
jor categories. |

Increased production in the competi-
tive and inward-looking sectors will
create most jobs. In the competitive
sector 14 Q00 jobs will be created, in

AR BN MR LSO PR 3 Fretss a0 F
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Interim results

_for the six months to 28 February 1991
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the inward-looking sector the figure
will be 13 000, and in the non-
competitive sector 9 000 jobs wili be
created.

The clincher is that the first two scc-
tors will also need the smallest amotnt.
of foreign exchange to increase pro-,
duction capacity.

So from the Sanlam analysis it scems
both export-orientafed industries and
suppliers of basic goods mainly for the
domestic market should be favoured.

The suppliers of goods from “non-
‘competitive” industries lose out (this
includes the motor industry, already
subject to a foreigh-exchange saving
programime). -

The next big question is simply: how?
The Sanlam survey does not address
the complex mechanics, .

It is clear from the survey’s analysis
that the emphasis should fall on exports
rather than import replacement, and
this appears 10 be accepted by the gov-
ernment.

However, this normally means more
capital investment to produce goods
with “added valuc™ for exports. In
view of South Africa’s low capital pro-
ductivity and high unemployment rate,
this is undesirable.

The best route would be a labour-
intensive export-oriented industry —
but this is easier said than done.
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Industries which have a competitive

advantage include certain branches of
the textile industry, the clothing indus- .
try, and the basic Eu: and steei .Ennm- Six months to 28 Febroary 1991 1990 Percent
m.mﬁ well as basic non-iron indus- Unaudited Unaudited  incrcase

es.
hﬁwﬁ“ﬂwmﬁmﬁ ﬁmhﬁwﬂ_mnnnﬁw_wmm Attributable income R million 402 386 4
wmwagwumw%nmwﬁm .mw_w_ﬂm”wm%%_ﬂwﬁmmw Earnings per share conrs | 30,9 54,7 4
:.w..m.ﬁ inward-looking sector mm_ respon- Dividends per share cents | 13,3 12.5 6
ﬂv_mn .._.H%_unohw%o percent of total indus- | Net assets per share cents
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HE ever increasing cre-
scendo of voices — includ-
ing Business Day editorials
. — calling for a new eco-
nomic policy based on “removal
_of taritf protection” so as to ex-
womm local manufacturers to
oreign competition is highly
disturbing. .

SA manufacturers are being ac-
cused by all quarters of being com-
placent and inefficient, of being un-
able to compete internationally, and
of being leeches who sponge off the

ood of the land and give back very
ittle. Instead of recognising the fact
that SA manufacturers have brought
irreplaceable skills to this country,
.that they have created employment
and have been courageous in invest-
ing capital in a politically unstable
country, we are being classified al-
most as a leper colony which must be
exorcised for the benefit of a new SA.
. Incredible ignorance exists in SA
about the real problems facing local
manufacturers. Free advice is being
given, and new reborn economic
policies are being formulated with-
out any understanding of the chaotic
consequences that some of these
m_omﬁmm Emw. have. They are being
ormulated by theoreticians, few of
whom have ever run a business, It is
not SA manufacturers who have to
be “shaken out of their complacen-
cy” but the economic policymakers.

-

A manufacturers are faced with
endemic problems:
[J Our cost of labour is very high. We
are asked to compete with countries
in the Far and Middle East whose
hourly labour cost is 50% or less than
that in SA — not to mention main-
land China which pays its workers
$15 a month. The equivalent going
rate*in SA i3 more than R1000 a
month;
O The productivity of labour in SA is
extremely low. The work ethic here
cannot be compared with that of
Elastern countries, the Middle East
or Europe. Productivity is a difficult
concept to sell to trade unions, most
of whom tend to see it as a capitalist
ploy to exploit the masses. Changing
this attitude will take a long time,
without any guarantee of results;
COWe have a generally militant
trade union movement, which is vy-

SA manufacturers’
survival depends
n tariff protection

NICOLA MAGNI PP €

]

ST -

ing for political power, does not real-
ly understand the basics of business
economics, and whose main contri-
bution over the years has been to
raise artificially the cost of labour. It
is all very easy for theoreticians to
say manufacturers must stand up to
unreasonable trade union demands,
but a long strike is financially disas-
trous for the medium to smaller

manufacturer. Only the big conglom- -

erates can really afford it;

(0 The cost of capital equipment in
SA. is abnormally high. It is estimat-
ed that between surcharges, GST,
high transport costs and ridiculously
high interest rates, a machine costs
an SA manufacturer 50% fo 120%
more than his overseas counterparts.
Although some positive moves have
been made in this direction, we are a
long, long way from having solved
the problem; .

(3 Local manufacturers are very
highly taxed and the investment al-
lowances granted up to a few years
ago have now been abolished;

O There is a pitiful shortage of
skilled lahour. Once upon a time
skilled workers could be imported.
Today, with the unstable political
situation, very few are available.
The few left behind are commanding
unreallstically high earnings, and
they are generally the residue, the
better ones having emigrated;
“Foreign competition” is often un-
fair competition. Exporters in coun-

-n [

tries such as Turkey and Taiwan are
aggressive and heavily subsidised by
their governments. They are able to
uote prices which often represent a
raction of local manufacturers’ cost
of production. This is not only be-
cause they are more efficient, but
largely because they are financed by
taxpayers in their own countries to
export unemployment into SA. This
will lead to the demise of whichever
lecal industry is exposed to this type
of “competition”; and
O In a politically unstable country
there is the further disadvantage
that when import channels are
opened, people will have the ten-
dency to import at almost any cost,
because by doing so they can obtain
all sorts of “fringe benefits” — such
as free overseas trips and commis-
sions paid into foreign bank accounts
— which are unrelated to competi-
tion or efficiency.

aving said all this, calls such as
that in your editorial of April 12 for
the removal of tariff protection are
short-sighted. If SA manufacturers
are going to he “exposed” to the mem
of competition discussed above, the
thing that will be stimulated will be
the quickening of the pace at which
they close down their plants.
It i3 a relief that you realise there

LETTERS

will be “dozens of manufacturers
pointing out that export giants such
as Japan only achieved their posi-
tions trom behind almost impenetra-
ble trade barriers”. However, you go
and mwcﬂ it all by saying these spe-
cial pleas will have to be “ignored’.

It is also argued that the “bottom
line is that high tariffs cheat us all,
and allow inefficient local manufac-
turers to burden us with excessively
high prices for locally made goods”.
Thought needs to be given to the fact
that, even granting this, it means

ple are given Jobs. Is it more
mportant to have cheaper prices
with increased unemployment, or
perhaps slightly higher prices with
more employment?

Almost any consumer product
produced locally could be obtained
at a nwmmwm_. price from a foreign
supplier. If your argument Is carried
through to its logical conclusion, it
would mean that most of SA’s manu-
facturing industry must be shut
down, simply because everything
(from a hox of matches to a motor-
car) can be imported at a cheaper
price. Who then would employ these
consumers who are to go out in
droves to buy “cheaper” imported
products?

SA manufacturers have had no
shortage of the “competitive jolts" {o
which you refer. We have not only
been competing among ourselves lo-
cally, but against dumping from

overseas, against policymakers and
politicians who have, at best, not had
an industrial policy, against militant
trade unions which are pricing our
labour out of the market. We have
also been “jolted” by matters such as
political instability, boycotts, intimi-
dation, uncertainty, industrial un-
rest, high interest rates, bankrupt-
cies. How many more “jolts” do we
have to suffer before our plight is
really understood?

In conclusion, there are obviously
SA manufacturers who are indeed
inefficient and who may even be
complacent. But this is an ever di-
minishing factor. There are, how-
ever, very clear endemic problems
in manufacturing in SA which are
beyond the control of the manufac-
turer. These problems must be un-
derstood by all if they are to bhe
solved.

It is indeed iromic to read that
Finance Minister Barend du Plessis
and Reserve Bank Governor Chris
Stals appreciate the fact that, unless
strong growth is promoted within
five years, SA will become
ungovernable.

On the one hand we realise the
certainty of this unpleasant scenario,
and at the same time economic poli-
cy is being formulated which will
certainly encourage this taking
place. People will be put out of work,
go that they may join the queues of
criminals carrying AK-47s who will
then help themseives from the
shelves in the shops without worry-
ing necessarily whether the goods

they are stealing are being manufac- -

tured in SA or not.

ur top priority is job creation,

investment and expansion of produc- -

tive capacity in SA. Some local man-

ufacturers are giving thought to -
shutting some of their operations and .

possibly reopening them in another
country, where the right hand knows
what the left hand is doing, where
employment is appreciated and en-
couraged rather than otherwise,
where the cost of labour will be more
reasonable, and where economic

olicies will be formulated and tai-

-I‘.

u b oo s
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ored to the needs and realities of .

that country.

OO Magni is MD of a textile manu-
facturing concern amploying 2 000
poopla at four factories.
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AN organisation has been
formed to provide a plat-
form for business con-
cerned about political is-
sues affecting the economy.

The organisation, which

includes several well- ]

known Dbusinessmen, has
not adopied an ideclogical
stance but will “speak out”
on any issue which affects
growth or stability in SA,
says spokesman nariette
van Niekerk.

Prominent among the
members of Businessmen
for Growth apd Stability is
former Kersaf chairman
Dick Goss.

“We feel that business-
men should play a more ac-
tive role”, says Van Nie-
kerk who runs an
international marketing
husiness.

The organisation was
formed after informal dis-
cussions between a handful
of businessmen who were
concerned abont develop-
ments in SA which would
passibly affect investments
and economic growth

She described the organi-
sation as a “dynamic”
group of people who were
pot prepared to wait ior
others to come forward
with information.

The organisation, which
has about 50 members,
would only involve itself
with political issues affect-
ing SA’s growth potential

" ———— e e et S LRI

Dhlomo 1

for talks

1:'.‘5
ANC and Inkatha leaders must talk

peace and avoid the temptation to use
violence to entrench their political po-
sitions, Instifute for Muitiparty De-

mocracy execuilve chairman Oscar
Dhlomo said on Saturday.

Addressing the Foundation for African
Business and Consumer Services (Fabeos)
annual meeting in Johannesburg, Dhlomo
also urged the ANC and government to
“pick up the broken pieces of reconcilia-
tion and engage in dialogue once more”.

Dhlomo, a former general secretary of
Inkatha, said: “Political power and influ-
ence obtained over the dead bodies of thou-
sands of innocent people 1s mot worth
having.

“In this regard, ANC and Inkatha
leaders must continue to talk about peace,
difficult as this is at this time. There is no
alternative to peace and reconciliation.”

He said: “A grave responsibility rests
with Messrs Mandela and De Klerk in this
regard, and we pray that they accept this
responsibility and reopen talks in a spirit
of patriotism. For them, too, there is no
alternative to peace.

Warning against following the path of
conflict -and revolution, Dhlomo said:

Mapping out what could be done to avoid
a dark future, Dhlomo said astute political
leaders encouraged their followers to pros-
ecute the sfruggie simultaneously on all
fronts — political, economic, cultural,
spiritual and intellectual.

“...it is only total struggle that can
yield total liberation. Political power de-
void of economic power frustrates; politi-
cal power underpinned by economic power
Liberates,” he added.

Dhlomo encouraged Fabcos to acceler-
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ate its atlempts to establish “a poor peo-
ples’ bank”.

4n the present sifuation, financial insti-
tutions expected a poor person to prove
how rich (and not how poor) he was when
he tried to raise a loan from them.

This anomaly would not be corrected by
white financial institutions. It had to be
corrected by Fabceos and other black busi-
ness organisations, he said.

At the same meeting ANC interpational
affairs director Thabo Mbeki called on all
leaders in the SA political arena to address
urgently the guestion of violence. He said
the ANC recognised that some violence
emanated from ifs members,

Soldiers "‘

“There is some violence by people say-
ing they are acting on behalf of the ANC,
But we have agreements with Inkatha, and
the Natal committee’s work on this vio-
lence is still going on,” Mbeki said.

Recently, unknown people entered Dob-
sonville Hostel, drove out legal residents
and attacked people, he said.

“Who are these people, and why are the
security forces nof dealing with them?”

Mbeki said he told government to move
police from the streets of Soweto to the
hostels where the violence came from.
There were no soldiers at hostel gates to
prevent people coming in and gaing out
with dangerous weapons.

Mbeki said government’s inability to ad-
dress the question was part of the reason
for the ANC’s feeling that it could not
continue talking with government.
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A POOR re

on investment rather than the current

violence was the only factor that would jeopardise inter-
national investment in SA, and as such the business
community controiled the future of SA, Jatta Interna-
tional Investment president Ophelia Jeppa has said.

Speaking at the national convention of the Institute of
Life and Pension Advisers on Friday, Jeppa said busi-
nesses had to be proactive and create the opportunities

for the future.

She said companies had to go into the townships and
“see how trade is transacted. Thegg is a lot of business
opportunily in black fownships — blacks are the ones
with the disposable incomes”.

Businesses also had to take note of what the interna-
tional investment community was doing. She said al-
though there had been a lot of “paper pullouts”, there was

no real disinvestment.

“The debt moratorium was an excellent way for com-
panies to be seen to disinvest without having to move

their investment out of SA.”

Similarly, businesses had to look at the movements of
the major companies in SA, which were still putting
money into property and investments.

However, Tax Advisory Committee chairman Michael
Katz argued that a stable SA was essential for economic

growth and increased foreign investment.

He said increasing investment in fized plant and ma-
chinery was the most important objective of economic

poliey.

The dilemma in the 1991 Budget was to attempt fo
reconcile the requirements of immediate assistance to
the Third World section of population and creating more

economic oppo

rtunities for all. Government had tried to

tackle the issue through commitment to stability, redue-
ing the surcharge on imported goods, reducing the cor-
porate rate from 50% to 48% and allowing full credit for
capital and intermediate goods under VAT.

Other major economic problems were the lack of
discretionary savings and the fight against inflation,

Katz said.

AN( challenges police

with own' Unres

THE ANC plans to launch
its own daily unrest report
today to counter what it
says is the SAP’s misinter-
pretation of events.

Spokesman Saki Maco-
zoma said police failed to
report accurately on the
reality people experienced
and often created an incor-
rect picture favouring
themselves.

Monitoring mechanisms
were already in place in
some townships and being
established in others, so the
ANC could ensure informa-
tion received was reliable
and verifiable.

Macozoma said the ANC
report’s success would rest
on its reliability, The ANC
would use its monitoring
structures to test the verac-
ity of information before it
was utilised.

The organisation hoped
other monitoring strue-
tures such as Lawyers for
Human Rights would also
provide information.

Police often reported

township deaths without
outlining their circum-
stances, making it impossi-
ble for people to gain an
understapding of violence
and how it manifested it-
self, Macozoma said.

They would he able to
read the ANC and police
reports and determine
what they wanted to be-
lieve.

Macozoma said an exam-
ple of how police distorted
events was their attribution
of practically all incidents
to tribal fighting.

“Their alm is to promote
ethnicity, which suits their
OWD purposes.”

The ANC felt it would be
allowing wrong informa-
tion to go unchallenged if it
did not make its own infor-
mation available.

Macozoma expected po-
lice to dismiss the report as
propaganda and said the
ANC feared police might
harass township sources.
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| Businessmen 1ssue@aﬂenge to AN

AN advertisement placed in 12 newspa-
pers today by Busmessmen for Growth
and Stability has called on the ANC to
state whether it is a political party or a
“terrorist organisation”.

In an open letter, the argamsatwn
asks whether the ANC sees itself as a
political party prepared to play by
dernocratic rules, or a “terrorist organi-
- sation with a secret agenda to usurp
power or seize by intimidation, trickery
or foree’ & 10 HS14

From the ANC's document, “Negotia-

Business Day Heporter l

Pyl ™y S e e S

tions and the sfruggle for a democratic
SA”, the husinessmen deduce that the
ANC is not interested in a political sef-
tlement, but in usurping total power.
{1 Business Day yesterday incorrectly
reported that former Kersaf chairman
Dick Goss was a member of the organi-
sation. The Dick Goss mentioned as a
signatory to the open letter is secrefary
of the Springs Chamber of Commerce.
Business Day regrets the error.




AFCOC's National Indus-
frial Council (NIC) has in-
vited British Small Firms
Minister Eric Forth to visit
SA as part of an initiative
to promote small black
manufacturing, B '2&““1
Forth will address ?h\e
NIC's AGM in-Johannes-
burg ont June 19 on the ef-
fect promoting small firms
had on UX unemployment.
NIC president Joe Mo-
godl said the British gov-
ernment, in conjunction
with the private sector, had
in the past decade intro-
duced a comprehensive
range of suppori services
for small companies.
These included more
than 400 advisory agencies
and tax concessions. .
The result was that the
number of self-employed
people rose by 50% to more
thap 3-million during this
period, he said. .



UK Minister
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AFCOC's National Indus-
trial Council (NIC) has in-
vited British Small Firms
Minister Eric Forth to visit
SA as part of an initiative
to promote srgalll black
manufacturing

Forth will addrgiqcﬁlh
NIC's AGM in  Johannes-
burg on June 19 on the ef-
fect promoting small firms
had on UK unemployment.

NIC president Joe Mo ¢ -
godi said the British gov= ]
ernment, in conjungtion |-
with the private sector, had |
in the past decade intro-
duced a comprehensive
range of support- services
for small companies.

These included more
than 400 advisory agencies
and tax concessions.

The result was that the
number of self-employed
people rose by 50% to more
than 3-million during this
period, he said.




Business conﬁdenc?wjﬁ .

| SA BUSINESS sentiment has edged

 SYLVIA DU PLESSIS

| up because of improved international — or—— 95
relations, but it remains susceptible  ant” in April, there was a noticeable b
{o the endemic violence in the coun-  decline in the relative level of opti- | *
try, SA Chamber of Business (Sacob)  mism, with fewer respondents believ- |9
chief economist Ben van Renshurg ing that sales in the coming 12 |
sald yesterday. months would be higher than in the |
Addressing a news conference, Van  previous 12. | Fo1.E
Renshurg said the marginal rise in Sacob economist Keith Lockwood [iofiic o eedgo o odt
the chamber’s business confidence in-  said that, in the short term, the ma- [l di i cruevct B 5
dex to a level of 87,7 in April, froma  jority of manufacturers helieved the |22 Pt hel
52-month low of 87,3 in March, was  volume of new orders received In  fioiditimdsn o S Rt R0
not unexgpected, April would be lower than actual lev- ool b hoy T S
Tt confirmed Sacob's earlier view  els in March. B a gt as o N.0--P A SRR
that the economic downturn ap-  “However, this is probably a sea~ | 280 l-iiiiiin b 81l NS

peared to have boftomed out after a
slowdown which had lasted about
nine quarters,

“Although the business mood re-
mains vulnerable, it is now also being
bolstered by the progressive normali-
sation of SA’s external economic re-
lations, This is especially so after
President F W de Klerk’s recent {rip
to Europe,
 “The positive impact of the reduc-

tion in interest rates and the Budget's
broad message were also able to ex-
ert their influence on the bhusiness
mood more fully, But it remains vul-
nerable to the endemic violence in
the country.”

Sacob's survey of the manufactur-
ing sector showed that while confi-
dence levels remained “fairly buoy-

gonal oceurrence arising from a
shorter numher of werk days and
school holidays,

R1pam
E{‘ﬂcﬂ Stoppa

“Despite this, sales and production
volumes and capacity utilisation are
still expected to rise in both the short
and medium terms,”

Lockwood said the relative decline
in the degree of manufacturers’ opti-
mism could be due {o the impact of
the violence and the rising expecta-
tions of work stoppages in view of
wage negotiation deadlocks,

“In the sectors manufacturing cap-
ital goods, it also seems likely there
may be some ‘damming up’ of de-
mand as a result of the cost savings

v o BerEoa

that might be obiained under a VAT
system, |

“But there’s also evidence the
strength of consumer demand is
starting to wane — something Sacob
anticipated would happen because of
the lack of any tax relief to individ-
pals in the latest Budget, high inter-
est rates and high inflation.”

Sapa reports that-Sacob said in its
commentary: "The decline in the rate
of inflation of-0,9-percentage points
will also.have served.to improve the
outlook of business.”

However the introduction of VAT
was expected to cause a slight in-
crease in the perceived consumer
price inflatiom.




Business confidence i

By Sven Iﬁl{he%\m\

Cunﬁdence, as measured
by the Chamber of Busi-
ness (Sacob) Confidence
Index (BCI), remained at a
relatively low level in
April.

The BCI rose to 87,7 in
April from iis four-y
low of 873 in March, al-
though confidence was
‘slightly bolstered by the
normalisation of external

economic rejafions.

“This is especially so
after the State President’s
recent trip to Europe,”
Sacob said yesterday.

It added, however, that
the US policy of maintain-
ing itg veto apainst renew-
ed fnancial access by SA
to IME facilities, even if
the Comprehensive Anti-
Apartheid Act was re-
pealed, was a sethack to
confidence,

de

This wouid maintain
pressure on the Reserve
Bank fo.build up gold and
foreign exchange reserves
and keep a tight rein on
the demand for imports.

On balance, however,
the level of business-con-
fidence appears to have
bottomed out, and IS rising
in expectation of an up-
Swing.

“Heonomic fundamen-
tals, including signs that

WS sllght rlse'

activity levels in the rezﬂ g
economy have stabilised |
and are now starting t¢
rise and 2 lower inflatioh
rate, could augur well for |,
the future. ;\
“However, the business
mood remains vulnerable

‘because of concerns about

the sustainability of the
strength in consumef
spending, the weak gold
price, and the high level of
violence,” Sacob said. |
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By Peter Fabricius
Political Correspondent

The Government has announced
a new financial incentive
scheme to stimulate regional
industrial development every-
where in the country except the
central PWV and Durban areas.

Furezgn industry will be paid
up to Bimillion per project {o
move-to South Africa.

Minister of State Expenditure
and Regional Development
Amie Venter unveiled the new
Regional Indusfrial Develop-
ment Programme in Cape Town
yesterday.

The main difference from the

previous industrial incentive
scheme — which is to be phased
out — is that incentives will be
based ‘0n profitability, and in-
dustrial development will be
stimulated not only on the bor-
ders of the homelands but in all

underdeveloped regions.

This. will include some metro-
politan areas such as Cape
Town and -the Port Eliza-
beth/East Longon complex.

The old policy came in for se-
vere criticism because it was
designed to hoister the now-
defunct homelands policy.

Unlike the old scheme, which
was open-ended, the new
scheme will be based on perfnr-
mance,

,,,,,

Industries will be pan'l a tax-'

free cash grant for the first two

Amie Venter . .. revealed plan
to boost SA industry.

years to overcome establish-
ment problems and after that
will receive a tax-free cash al-
lowance for three more years
— but based only on profit.

No money will be given to in-
dustries to relocate within
South Africa.

The Cape Peninsula, the Dur-
ban/Pinetown/Maritzburg area
— except for the Durban core
— and the “deconcentration
area” around the PWV core will
qualify for 60 percent of the es-

“tablishment grant' and 100 per-

cent of the profit incentive.

All other areas except the
PWV and Durban core areas
will receive 100 percent of the
establishment and profit-based
grants.

The basic annual establish- |
ment grant will consist of
70 percent of total operational
assets.

Total assets will be limited to
R15 million for concession pur-
poses.

The profit incentive is based
on a compiex formula — but
cannot exceed the annual estab-
lishment grant.

Mr Venter said the new
scheme would show improved
results because the profit-orien-
tation would select good per-
formers and ensure cost-effec-
tiveness of subsidy payments.

Mr Venter said there was still
a need for regional industrial
development in South Africa.

Only 30 percent of the popula-
tion lived in the metropolitan
areas, which contributed 62 per-
cent to the gross domestic prod-
uct.

The less-developed areas sup-
ported 70 percent of the popula-
tion but produced only 38 per-
cent of GDP.

He said that despite the good
economic performance of the
previous incentive scheme, it
was extremely difficult to ad—
minister, complicated and fi-
nanmally open-ended. .

It would be phased out with-

out breaking contracts.




Disclosure

B Do
THE SA Instifute of
Chartered Accountanis
has identified certain
disclosure requirements
as a “first step” towards
inflation accounting
after a survey of major
companies.,

A minimum reguirement
is that companies split
turnover between real and
nominal to separate real
| growth and growth through
inflation.

Other recommendations

o] i1

are the publishing of re-
placement costs of non-
monetary assefs, seven-
year indexed cash flows In
today's money and the
splitting of cash flow 1nto
real and nominal {erms.
Saica has moved away
from trying to implement a
compulisory inflationary
standard after the failure
to win widespread accep-
tance for past proposals.

SANLAND
PROPERTY

TRUST

CAUTIONARY ANNOUNCEMENT

Unit holders in the Sanland Property Trust are
advised that as a result of negotiations currently
under way, ownership, control and name of
Sanland Property Trust Managers Limited, the
management company to the Trust, may change.
A further announcement will ba made latar

BUSINESS

Propo

leave decisions on inflation
accounting to the company,
but will encourage com-
panies to take u;a its minj-
mum recommendations.

Inflation accounting has
been a controversial topic
abroad and locally. The
central obstacle to its for-
mal implementation has
been the inability to come
up with a perfect theoreti-
cal solution. But JSE presi-
dent Tony Norton says it is
important companies ar-
rive at broadly correct real
performance figures —
they do not have to be abso-
lutely correct.

Dozen

At the core of the prob-
lem is which price index
must be used to reflect
realistically the inflation
rate in the economy.

Companies have repeat-
edly expressed their con-
cern that a general price
index might not reflect the
interpal infiation rate of
the company.

Some have argued that
inflation accounting would

i)

etailed

index inflation into the eco-
nomy — in much the same
way as wage indexation
based on inflationary ex-
pectations contributes to
rising inflation.

Less than a dozen com-
panies provide inflation ad-
justed statements.

These include Afrox,
Chemserv, SA Breweries
and Anglo-Alpha. They do
so despite the fact that the
practice depresses profits
and earnings, because cur-
rent cost adjustments can
only be made on profits
after taxation.

Saica accounting direc-
tor Monica Singler points
cut that inflation account-
ing must be instilled in all
the workings of the com-
pany and in management

thinking. Norton adds com- |

pany accounts based on his-
torical costs are becoming
increasingly meaningless.

Saica’s latest decision in
the inflation accounting
arena is based on a survey
of the top 30 SA companies,
which showed only a quar-
ter of respondents were
willing to comply with the
proposals.
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VIOLENCE, unity amoeng black organisations
and the role business must play in post-
apartheid South Africa, came under focus dur-

ing the three-day annuai meeting of the Fonnda-

tion of African Business and Consumer Ser-

_vices (Fabcos) this week.

- The meeting, whose
theme was ‘“Black Busi-

ness in the Face of Politi-
cal Change; Fabcos as a

Catalyst for Black Eco-

nomic Empowerment”,
condemned soaring town-
ship violence.

It was agreed that
steps t0 end violence
should seek ways to ad-
dress the bloodbath with-
out cailing off further ne-
gotiations between the
State President FW de
Klerk and deputy presi-
dent of the ANC, Nelson
Mandela.

Violence

In his keynote address
Fabcos president Mr
James Ngcoya said the
Government must use ail

its might to resolve the is-
sue of violence without

ByJosHuA |
RABOROKO

further foss to human life
and limb.

Fabcos urged the with-
drawal of live ammuni-
tion by the police as a
measure to assist in
rebuiiding the tarmished
image of police, and tak-
ing strong action against
irresponsible police ele-
ments.

Firearms

*“The Government is
urged to disarm all other
members of the com-
munity and to suspend all
existing firearm licences.
No new licences should
be issued.

“Government should
make the possession of
any lethal weapons illegal

- and punishable,” he said.

Ngcoya called for an
urgent and unconditional
meeting between Man-
dela, Inkatha - president
Mangosuthu™ Buthelezi,
PAC president Mlambi
Makwethy and A7apo
president Phandelani Ne-
folovhodwe.

The meeting was at-
tended by delegates from
ANC, PAC, Institute for
Multi-Party Democracy
and Azapo.

Carnage

PAC’s deputy presi-
dent Advocate Dikgang-
Moseneke said: ‘“The
State, which suppressed
our people for over 300
years, cannot be heard to
say they cannot stop this
carnage. It suits the State
not to stop the violence.

“Our people, in this
regard, reserve the right
to defend themselves.”

Plea

Dr Oscar Dhiomo,
chairman of the Multi-
Party Democracy, called
on the ANC and Inkatha

leaders to continue talks
about peace, difficult as it

'} might be at this time.

““There 1s no alternative
to peace and-reconcilia-

I | tion,” he said.

ANC’s director of In-
ternational  affairs Mr |
Thabo Mbeki called for
an end to violence, in-
cluding in the taxi indus-
try.

He urged that Fabcos
play a leading role in ad-
vancement of black busi-
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Mune Ee qua!:ty of ﬁfe does
South Afm:a del' iver the goods for top
executives? REG RUMNEY reporis

OUTH AFRICAN éxecutives must
ofien wonder wiatit would be like o
have an equivalent position in Europe,
the United States, Japan or Anstralia
Comparisons are odious, never
more so than when those Comparisons
revolve around living in different countries.
They ane also imesistible,
How to compare, thongh? Even the matter of
acnal remuneration is np Stmple exercise,
With the help of Trevor Woodburn, who
heads Scuth African headhunting firm Wood-
burn Maan — affiliated to topilight personnel

company Ward Howell International — we
compiled the accom table.
The buying power of varigus cwrencies dif-

fers markedly, and South Afica appears, on the
basis of cur second table, to henve a rather under-
valued currency.

We wanled {0 compensate to some extent for
the distortions that would arise if we simply
mnxﬂmdaﬂﬂﬁsslarypackﬂgﬁ intodoliars of
sqme other

We also wanted some single yardstick for
companison of a chief executive of a typical
company in each of the countries chosen, (Con-
verting to rands gives a different picturs.)

We seitled on a company with a turnover of
100-millign units of the currency of that coun-

try — rands, dollars, Deutschemarks, ete. The -

¢xception was Japan, where yen figures would
Il::e unwieldy. Here we decided to convert te dol-
ars.

The result was a surprising similarity of remu-
Deration in the chosen.

A chief executive of a South African compay
doing R100-million earns R230 000 to
R250 000, His counterpart in the United States
might ezrn no less than $175 000 to $ 200 000
and not more than S300 0G0,

The United Kingdom orly fits the pattern if
the pound is assumed to have twice the buying
power of the dollar. But working out a typical
UK salary was a case study in the difficulty of
such comparisons. Ward Howell's man in Lon-
don gave figures that varied widely depending
on the type of company involved.

In the financial services business a chief exec-
utive officer would get up to £200 000 a year;

\ —— e T 1 e —rH————

reap the rewards

CE SALARIES A REMAHKABLE SIMILAFIITY

SA Us | JAPAN I AUSTRALIA | GERMANY |
I R s | Y Pounds Aus$ DM
240000 | 250000 | 250000 | 150000 | 280000 | 275000 |

tumover in doflars was used).

Source: Ward Howe!l Intemational.

Comparison of salary packages of top execs incompanies w:th tumovers of of
mu*mnhnn units of the local currency (except Japan where an equivalent

Johannesburg

Aspirin 7.91 41.68 8.81 8.04 32.03
Cleaning

person p/hr + 250 26.00 - 18.00 25.00 26.00
here S0ISLE | ©56 500.00 259 548.00] 255 219.00 | 319 388.00 | 242841.00
Sidoin/prib 7.00 - bA.89 12.44 24.12 14.38
Oranges 0.91 3.05 2.00 341 3.10
Man's suit g00.00 .. 1468.00), e 845.00 1199.00 791.00 )
Meal with wine 60.00 192.00 88.00 131.00 180.00
Cinema licket } 8.50 40.00 15.00 16.00 18.00

! University * 4 575.00 6740.00} 35737.00 —_ _—

*Average fee, first year B Com at Wils.

{ ofaccommadation and foad not incuded.

Seurca: Fortune magazine and WM spot survay

+ Forfull-tme live-in maid, working 8 hourday fiva days aweaek for B400 amonth. Cost

@Fully imported, SA-made Marcedes Benz cars compare pricewise much better.

Comparstive costs .. South African prices shape up well. All prices are In rands

in the marufacturiog of engineering figld 2 Brit-
ish chief executive wold pet anly £75 000; in
retzil he would get £150 (09, and in fast mov-
ing consumer goods around £100 004,

It would not be ising if the financial ser-
vices sector in Britain had far outperformed e
manufacturing sector.

What of quality of life? This is so subjective
that any glib answer wo uld I:lc foolish. Of

e

course, it's horses for courses. Small things
like easier raffic contribute (o people’s feelings
about & place.

But in an informal poll of foreign executives
some facts stood out.

One was that the strong conrent of violence
surging through the society is a adverse feature
that threatens to overwhelm positive aspects, In
the West, only in some parts of the United

* town of Mexico Ci
" ferliving here is that | can breathe.” However, it
. 182 an area of concera and Crespi ex
. hope that South Africans can tackle the pollu-

States would people feel as threatensed by vio-
lent crirme, if a2 211

Upjotin MD Jan Peterse remarks that this too
isto some extent subjective. Some people living
here will feel pﬁhculaﬂypcrmrbcdbyﬂwﬂﬂ-
lence surrounding them, others will shrug it
off. Pmalmcnmmmﬁmafmugnumu—
tive's feelings bout whether the lifestyls here is
better or worse than at home depends very much
on where he or she comes from. AsaHnHand
¢r, Peterse would be accustomed to housing
that South Africans would find cramped and ex-
pensive. To a lesser degree this applies to most
of Europe, bul not America and Australia,
where comparable housing (except in places
like New York) can be found.

The The Weekly Mail spoke to
agreed housing in South Africa is a bonus.

French Bank MD Francis Klein finds that in
most respects there islittle he doesn't like about
living here, Living in South Africa compares
well with France, with the exception of the cul-
tural venues, such as theatres, opera and mu-

seums. However, sport is less expensive, par-
Ecularly golf.

Health care Klein considers as good if not bet-
ter, though for French speakers education is
something of 2 problem. The general attitude of
people is relaxed and easygoing, be notes, and
this makes for a pleasant working environment.
Another aspect of living and working here he
likes is that traffic flow is better.

Vergilio Zaina, MD of Olivetti, the only con-
puter company o have stuck determinadly to
having a subsidiary here, remarks that busi-
pessmen have to balance business and politics,
Heads of 3 multinational have had tokeep a low

profile and take care 2bout whom they speak to
"I‘lﬂ:mlntsufskzlmg on thio ice.”

In other ways the business environment i
South Africa is generally easier because there is
less than Europe.

Gilleste MD Bob Crespi is a British aational
with an ltaliza surname from Mexico working
for an American company, giving his obszrva-
tions some weight. He reckons the similarity
from a business point of view is that both his
home country of Mexico and South Africa have
two distinct business communities — one that
fits into the First World mould, and one that fits
into the Third World. So Mexico has the equiv-
alent of a Pick "n Pay, but it 2o has pumerons
smaller shops ranging {rom comer cafes to the
equivalent of spazas,

Crespi points to the still reasonable lack of
pollution 2s a major plus point for South Africa
as compared to the notonious smog of his home
ty. “One of the reasons [ pre-

presses the

tion prodlem here before it worsens.

He finds no dearth of consurner goods in com-
parison to Mexico, though the range of is not
perhzps as wide as in the United States. Hous-
ing compares well with Mexioco, and heatth care
is better. “For me and my family,” he says,
ﬁ:ssing it is s personal view, “it"s beautiful

ml!
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COMPANIES should wuse
the downswing period by
upgrading staif and re-
searching new products,
says Bankorp chief econo-
mist Nick Barnardt.

It is critical that execu-
tives fully understand that
there will be an upswing
fhrough to 1993/94, and that
they make provision for it,
he adds.

A political situation
which facilitates a net in-
flow of funds is necessary
to sustain a durable up-
swing and if this does not
happen, the entire economy
will have fo be cut back.

“The domestic upswing
projected for mid-1992 will
raise the country’s import
volumes,

“Consequently, the over-
all performance of the bal-
ance of payments remains

the determinant of the du-

prepare |

rability of the upswing.
“Due to the surprisingly
sharp increase in nef re-
serves in recent months
and weaker growth pros-
pects in the next year, SA
seems set {o enter the up-
swing with a higher {evel of
foreign reserves than origi-
nally expected,” he says.
The United group, in its
latest Econornic Monitor,
says 1t expecis recession-
ary trends to persist into
the third quarter of this
year,
Barnardt predicts the
downswing phase will con-
tinue for another year.
“Conditions will present

. areal survival challenge to

most enterprises,” he adds.

“Negative factors for the
remainder of the down-
swing include the impile-

!
¢

upswing

Hentation o , Wwhich
wili temporarily push up
the inflation rate with a re-
sulting negative impact on
the husiness cycle, effec-
tively preventing interest
rates from declining rapid-
ly,” he says.

The United predicis the
prime rate will be “some
18% or roughly 5% in real
ferms” by year-end.

Hut it cautions that the
considerable probability of
too high money supply
growth and high inflation in-
the near-term may post-
pone the announcement of
the next reduction.

“ According to the Eco-

nomic Monitor, inflation is
expected to remain at a
high level during the first
half of 1991, but is likely to
recede in the second half of
the vear and continue to de-
cline mt? 1992.

¢
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on experience of a free market at
work, could act as a bridge between
conflicting views on SA’s future eco-
nomic policy, Small Business Devel-
opment Corporation (SBDC) MD Ben
Vosloo said in Pretoria yesterday.
Addressing the national congress
of the Public Relations Institute of
Southern Africa (Prisa), Vosloo said
SA should expect a battle for the
minds of the people between the
forces of individual freedom and en-

ning.

“We at the SBDC believe that the
natural mediators between these
conflicting world views are SA’s en-
trepreneurs. Particularly those men
and women who are engaged in the
small business sector of the economy
tend to be true free marketeers, al-
though few would actually give them-
selves that label,” Vosioo added.

Vosloo said for the average entre-
preneur the eritical question was not

| PRETORIA — There was no doubt
education was the key to a better
future, but it had to provide relevant

skills and expertise, Small Busmess
Development Corporatio

Vosloo said. ﬁ\DW’i ﬁiﬂi
Addressing a diplomia cer muny at
the Pretoria Technikon’s Faculty of
{ Economic Sciences yesterday, he
said that should this test not he
passed, there would be no future as
nobody could doubt there was a crisis

terprise, and central economnic plan-

| ‘Relevance’ of education is a pri

‘Entrg rEneurs
bridge COIlﬂlC ’

whether a concept was ideologically
acceptable, but whether and how it
worked in practise.

Without job-creating, economic
growth and a prosperous economy,
society would be condemned to im-
poverishment and all basics such as
housing, education and health would
fade out of reach. Vosloo said social-
ist rhetoric had lost much of its ap-
peal and political momentum. “So-
cialism did pot live up to its
promises. Marxism/Leninistn and
Third World socialism invariably
lead to authoritarian one-party rule
or even one-ran dictatorship and the
violation of human rights.

“ ... In the final analysis it should
he clear that our hope for the future
does not lie in simplistic ideological
rhetoric. It lies in a refocusing on the
true nature of development at the
grassroots level in towns, cities and
regions,” Vosloo said.

in the educational system.
Employers were also di ed
by the products of education.

“Their standpoint comes down to
the fact that scholars and students
are not being suffictently prepared .
for industrial life,” he said.

“Although unemployment in SA to-
day is caused mainly by the stagnant
economy, it is undoubtedly related to
education.” — Sapa.
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BUSINESS leaders indicated they

wouid prefer President F W de Klerk’s
summit on viclence fo go ahead with-
out the ANC after they emerged disap-
pointed and sceptical from a high-
level briefing by ANC deputy
president Nelson Mandela on vioience
yesterday.

The briefing, the biggest meeting be-
the ANC since last #%" ﬁ,ﬁ%
year’s Carlton con- = = ViAd
ference, was at the ¢ - gl
ANC’s request and 7% oA
was held under the &%
auspices of the Con- {77+
sultative Business
Movement.

It was attended
by 107 top business-
men at Premier e
Group’s Killarney, &
Johannesburg head. s £ Sh
quarters. Its main £ 1a
purpose was to al- g5 L&
low Mandela to ex- %5 £33 2 ,
plain his organisa- fal} 5% B ay
tion’s April 30 giafaisd e
ultimatum, skl B

Prominent busi-
ness sources said Mandela, by portraying
the ANC as the innocent victim of th
violence, “blew” his opportunity to win
some understanding and sympathy from
business .

“You cannot freat husinessmen like
fools. Many present ... had put a lot of
energy into the violence issues. They are

_ o E l |3 . * ,
Summit ~ 54, (¥
Adriaan VIok, saying that he was attempi-

Ing to doing something about the violence,
but that the Cabinet was holding him back.

" One delegate said while the Mandela

tone was conciliatory the discussion was
disappointing because he had failed to ex-
plain why it was that people in the town-
ships were killing each other, It seemed as
if the ANC wished to distance itself from
| the violence, the delegate said. =

Mandela said business had a direct re-

sponsibility to get involved in attempts to
end the viulenge ‘by throwing its weight

oint:
. 1 Yis)il
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PATRICK BULGER
and THEO RAWANA

well-informed and know the explanation
for the violence is not that simple.

“They will not accept pious exclama-
tions of innocence.”

Among those present were Neil Chap-
man (Southern Life), Kevin de Villiers (Al-
lied), Murray Hofmeyer (retired JCI chair-
man), Mervyn King (Frame), Gavin Relly
and Michael Spicer (Anglo), Leon Cohen
(PG Bison) and Peter Wrighton (Premier).

Mandela’s delegation included ANC in-
ternational affairs chief Thabo Mbeki,
Umkhonto we Sizwe chief of staff Chris
Hani, Umkhonto commander Joe Modise
and national executive committee mem-
ber Stanley Mabizela.

Business sources at the meeting told
Business Day that Mandela admitted the
ANC bad erred by imposing an ultimatum
on government before briefing the SA busi-
ness community. Lo

Sources said Mandela had reiterated
that government was to blame for not
quelling the violence and for not being firm
with Inkatha.

Mandela was adamant that the ANC

would not attend a government-initiated

peace conference as it should have heen

consulfed beforehand on the conference.
One informant said Mandela said he did

not see how he could be blamed for the |

viclence because he had warned about it
while he was still in prison.
Mandela, however, sounded z coneilia-

tory note towards Law and Order Minister §-

To Paga 2

Chi From Page 1

Td other organisations in

putting pressure on government to take
concrete steps to address the issue.
-~ Sacob had warned the ANC soon after
the publication of its open letter that the
weak level of confidence in SA was likely
to plummet further as a resuit of its yfi-
Sacob also forecast that polential new
vestment from overseas would be affect-
€d if political talks collapsed. -

. ® Picture: Page 3
@ Comment: Page 10




Slump Some sectors

eel only

WHILE, the mlnmg and manufactur-
ing sectors are plunged in deep reces-
sion, other sectors of the economy are
surviving with only mild pain.

Mining and manufacturing output
fell by a real 4% and 3% respectively
in the first quarter of 1991 from the
fourth quarter of last year (seasonal-
ly adjusted and annualised), accord-
ing to Cenfral Statistical Service
(CSS) figures.

CSS figures alse show employment
in these sectors has been falling in
recent months., SA economic policy-
makers hope that a rise in manufac-
tured exports will be a major foree
for growth in the pext upswing.

Agriculture turnmed im positive
growth in the first quarter, as did
finance and real estate, transport and
communication, and general
government,

Despite falling overall output,
South Africans increased their spend-

~ ing in the first quarter in a continua-

e L

| ter — compared with a decline of

tion of a trend that has surprised
economists for most of the upswing.

Buoyed by both private and gov-
ernment consumption, overall spend-
ing rose by 1% from the fourth quar-

(] .4@!
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e
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e

similar magnitude in overall output.

Against the background of an eco-
nomy shrinking in re*al terms, sales of
“luxury” household items have con-
tinued to rise rapidly. -

Sales of television sets and other |
domestic furnifure rose by 64% in
the year to February, in spite of high
overall interest rates. CSS retail fig-
ures show cash salesrising at a faster
rate than credit sales, which could
explain why tight monetary policy {
has done little to depress consurnp- {
tion.

SA’s propensity for consuming Is
reflected in the decline in fixed in-
vestment and savings as a percent-
age of GDP over the past few years.

Fixed investment has falien from
23,3% to 19,6% between 1985 and
1990, while private consumption in-
creased over the same period.

But economists predict that the
consummption has little scope for fur-
ther increases. Forecast declines in
real disposable incomes because of a
drop in real remuneration should hit
consumnption spending soon,

.
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BUSINESS CONFIDC

Manufacturing is playing anincreasingly im-
portant part in the economy as revenues
from gold exports continue to disappoint and
world commodity prices remain depressed.
So 1991 growth depends largely on the per-
formance of the manufacturing sector.
The SA Chamber of Business’s April sur-
vey of manufacturing confidence shows that,
despite some erosion of confidence, most
respondents expect sales and production vol-
umes, as well as capacity utilisation, to rise
in both the short and medium terms.
Sacob economist Keith Lockwood sug-
gests this is the result of the low level of
inventories throughout the economy. The
marginal decline in optimism (58% of re-

spondents believe sales will increase, com-
pared with 62% in March), he says, “reflects
concern about the sustainability of consumer
demand and the high level of violence.”

An increase in capital expenditure —

measured in constant 1985 prices — is ex-

pected. This will be on new plant, not only on
replacement, but employment of skilled, and

especially unskilled, workers will probably

decline. Lockwood says this may indicate

that companies are becoming more capital |

intensive to reduce their exposure to Iabour
disruptions after deadlocked wage negotia-
tions.

Manufacturing companies are not plan-

ning to increase their own stock levels signifi-
cantly because high interest rates make it
¢xpensive to maintain them.

Sacob says the economic downturn may be

bottoming out. April saw a 0,4 point rise in

M

|

its Business Confidence Index to 87,7. The
figure for the previous two months was 87,3,
the lowest since December 1987 (87).

The index, a composite measure of activity
m selected markets, was buoyed by:
] Increases in: imports and exports, the JSE
overall index, the number of new motor
vehicles sold, physical volume of manufac-
turing production, real value of building
plans passed and net migration; and
L] Declines in: the BA rate, the prime lend-
ing rate (from 21% to 20%), inflation (from
15% in March year-on-year to 14,1%) and
the number of insolvencies.
Negative influences include:
Falls in the dollar gold price and the
rand/dollar exchange rate; an expected de-
cline in retail sales; fewer new companies
registered; and more unemployment. MW

-
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Manufacturing output

falls another 3 %

The A:rg_ys' Correspondent

JOHANNESBURG. — Manufacturing
roduction volumes confinue f{o de-
cline in the wake of the slowdown in

| econornic. demand.

Figures released by the Central
Statistical Services show a decline in
the index of the volume of manufac-
turing - production of 2,9 percent for
February 1991, compared with the
same month fast year.

For. the past three months the index
has fallen by 0,4 percent, compared
with the preceeding three monfhs
from Seytember to November 1830.

The manuiaeulrmg sector has been
hard hit by the slowdown in consumer
demand and the subsequent destock-
ing that has taken place in most sec~
tors of the refail industry.

The seasonally adjusted Gross Do-
mestic Product for the manufacturing
sector fell hy 3 percent in the first
quarter of this year and many econo-

-Tnists do not expeet a significant im-

provement over the next few months.

o Q:L\S CK\

®

Inventory investment was negative
throughout last year and the decline
accelerated in the fourth guarter as a
result of a further drawing down of
industrial and commerical inven-
tories.

Altogether there was a net destock-
ing in real inventories of R3 billion
last year. Eiconomists had estimated
that such a low level of stock could
not be maintained and the subsequent
restocking would lead fo a rise in or-
ders from the manufacturing sector.

Hawever, the extent of the fall in
consumer demand has puf paid to

- hopes of such a recovery.

The Bureau for Economic Research
at Stellenbosch Universify has esfi-
mated that private consumption ex-
penditure on durable goods will fall
by 8,3 percenf this year, while de-
mand for semi-durable goods is fore-
cast to rise by a moderate 0,3 percent.

Similarly motor manufacturers
predict a 3 percent fall in demand for
new cars this year.

e w
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_Mamfachxnng production
-volumes continue to de-
| cline in the wake of the
slowdown in economic de-

| man

jﬁgmm released by the
.~ | Central Statistical Ser-
.| 'vices show a decline in the
index of the volume of
‘manufacturing production
| .of: 2.9 percent for Febru-
ary 1991 compared with
fhe same month last year.

__xEur the past three

nths the index has fall-
by 0,4 percent com-
fpaxed with the preceeding
three months from Sep-
tember to November 1920.

Fhe manufacturing sec-
.tor has been hard hit by
the slowdown in consumer
demand and the subse-
“quent de-stocking that has
t%kenplace in most sectors

. of the retail industry
.. The seasnna]ly ad}usted

+++++

for the manufacturing sec-
tor fell by three percent in

the first quarter of this

year and many econo-
mists do not expect 2 sig-
nificant improvement
over the next few months.

Inventory investment
was negative throughout
last year and the decline
accelerated in the fourth
quarter as a result of a

further drawing down of .

industrial and commerical
inventories, - .. :

n! -
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Altogether there was a

net de-stocking in real in-
ventories of R3 billion last
year, Economists had esti-
mated that such a low
level of stock couid not be
maintained and the subse-
quent re-stocking would
lead to a rise in orders
from the manufacturing
sector.

- However, the extent of
the fail in consumer de-

C ne

and has pu pald to
hopes of such a recovery

The Bureau for Eco-
nomic Research at Stel-
lenbosch University has
estimated that private
consummption expenditure
on durable goods will fall
by 8,3 percent this year,
while demand for semi-
durable goods is forecast
fo rise by a moderate
0.3 percent.

Similarly, motor man-
ufacturers predict a three

.. .percent fall in demand for

new cars this year.
Providing a breakdown
of the volume of produc-
tion in subsectors of the
manufacturing industry
the Central Statistical Ser-
vices figures show that
larpge decreases were re-
corded by the textile and
footwear industry, iron
and steel hasic products,
machinery and equipment |
and electrical machinery |
industries.
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R500 -m available for
rtakings

THE Industrial De-
velopment Corporat-
ion of South Africa
Limited has made
{ available R500 mil-
| Iton at R100 million a
1 year on a ““first come-
1 first served®® basis to
| promofe new Invest-
ment directed at ex-
ports.

Finance is available at

nine percent per annum
for the first three years for
the acquisition of fixed
assets (machinery and

23 | S\l

By AL{ MPHAKI

equipment).

Thereafter, the normal
C rates for the remain-
ing term of loan will app-
ly for projects fully com-
plying with the scheme.

Interest
For projects partially
complying, hailf of the fi-
nance is available at the
preferential nine percent
rate for the first three

years and the balance at
normat IDC interest rates.

W ik WE OB SR W
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The scheme is avall-
able to independent in-
dustrialists or groups with
total assets (fixed assets
plus current assets) of ap-
proximately R1 million
and more at the time of
application.

The industrialists’
projects should be such
that they will:

* Create new andfor
additional capacity gener-
ating sales of which at
least 30 percent is

. directed towards exports;

* Result In 2 reason-

able number of new job
opportunities;

*  Have
merit;

* Not result in the ap-
plicant’s funding structure
being unreasonably
strained (about one-third
owners’ funds to total as-
sets after the expansion).

The scheme is avail-
able in the form of loans,
suspensive sales or lease
fmance. Financing for un-
dertakings with assets of

economic

more than R100 million

will be limited to R20
million.

The scheme takes im-

mediate effect and further.

information and broch-

ures are available from
the following IDC offices.
Sandton, Tel (011) 883-
1600 ask for Ben Smith
or Thys Loubser. Cape
Town (021) 214794 and

ask for Pierre Erasmus.

Natal (031) 266-8922 and
ask for Fred Cawdry.




TPA

f, Transvaal Provincial Admini-
stratmn (TPA) has called in the ser-
vices of the private sector in an at-
tempt to address the province’s
growing urbanisation erisis.

Transvaal Administrator Danie
Hough warned in a statement yes-
terday that urbanisation was
strefching the TPA’s resources to
the limit.

He said a meeting with private
sector groups in February agreed
that quick decisions had to be taken
to mobilise private sector organisa-
tions into six regional development
management (RDM) posts.

The RDMs would be based on the

enlists a1
1021 2yls Al

GEHA LD REILLY

Bast and West Rand, Pretoria,
Pietershurg, Potchefstroom and
Witbank. They would be extensions
of the TPA and would support the
TPA’s regional directors in their ef-
forts to meet demands flowing from
urbanisation.

To ensure the RDMs provided the
required expertise, it wounld be ne-
cessary to form multi-disciplinary
consortiums led by a consulting firm
with proved project management
experience in the urban develop-
ment field.

The RDMs had to deal with infras-

ol pry mffl
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mstitltional; anclal
ecununuc develupmental and com-
munity participation needs. =
Hough said the February m&etmg
had been called to inform thé pri-
vate sector of the extreme urgency
of the issue and to explore ways of
forming a partnership between the

state and private sector. “

Advertisements are curnently
running in newspapers inviting ap-
plications from private sector or-
ganisations to act as regional devel-
opment managers to assist the
TPA’s Development Branch. ©

The appointments will be effec-
tive from July this year. .
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continued fo put all capital goods pur-

chases on hnld until the introduction of -

VAT at end-September — despite the addi-
tional 15% depreciation allowance an-
nounced by Finance Minister Barend du
Plessis to counteract delayed purchasing.

Capital goods suppliers report dull trade
after the Budget announcement that inputs
on capital goods would be claimable under

VAT. They say the concession has not had

any sumulatnry effect.on purchasing.

The concession of a 15% addztmnal dé—

preciation allnwance on capital- goods
bought before September 30 brought the'
total allowante for the first year to 35%.

Haggie Rafd financial director Walter
Sherwood said the. group had p{i'stpuned
purchasing unti Qctober to save paying.
GST. He said the depreciation allowance
was really unlyﬂ t:mmg difference, where-
as not having to pay GST was 2 deﬁmte
cash advantage.

Sherwood felt that inflation was an in-
tangible and that it was unlikely prices
would increase by 13% by October. =~

Atlantis Diesel:Engines MD ¥ritz Korte |
said that many customers had cancelled /
orders despite the 15% concession as they
believed they could get a better deal undér”
VAT. “Ido nut think the 15% concessionis

sufficient to make’ good the difference’ qf )

- — . F A
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CAPE TOWN — Large mﬂusmes have —

not paying g GST.” i
Arthur Andersen fax manager Shane
Ferguson said a pumber of the firgj’s
clients involved in the supply of. capltal
goods had reported dull trade. = . §
“A 1ot of clients have decided that, as gar
as is practical, they will delay the pur-
chase of capital goods,” Ferguson sdid,
adding that for the mines a:15% concession
made no difference as they were granteﬂ a
100% concession in the first year.
However, he said that the tax mtuatzon

- of some industrialists might. favour; fe-

layed purchasing ‘with a rental arrange—
~ment until Qctober.

SA Chamber: of Business chief ecﬂnunnst
Ben van Rensburg said capital goods siip-
pliers had reported a dramatic decreasé/in
demand siitce the introduction of the- spe-
eial provision, which he said relieved ojly
about half the influence of GST. He said,
hﬂwever that it should be borne in. m,md

 that inflation and the exchange rate which
_was deferiorating against importers-were

/" factors favouring immediate. purchafses

. and could nullify the benefif of the remam-
" ing 6% to 7% of GST. -

“ think decision makers are not ta}uﬂg

- all those considerations into accuunt,”*‘f.’an

Rensburg said:

_———— - T
—_— —
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Industries
delaymg cap
owing to

Busmess Curres;mndent

LARGE 1ndu5tr1es have
continued to put all cap-

ital goods purchases on
hold until the infroduc-
tion of VAT at end-Sep-
tember — despite the
additional 15% depreci-
ation -allowance an-
nounced by Finance
Minister. Barend du

Plessi - -
is to counteract d? . June 17 and July 7.

Cap1tal goods supphers report dull trade after
the Budget announcement that inputs on capital
goods would be claimable under VAT. They say

Iasred purchasmg

‘give companies their

L

THE posting of VAT |
registration forms,
which ultimately will |

registraiion numbers,
will begin by the mid-
dle of next month. In-
land Revenue deputy
director Peter Frank
said yesterday that the
VAT 101 forms would
be posted between

the concession has not any stimulatory effect.
The concession of a 15% additional depreci-

ation allowaneé on capital goods bought before

first year to 35%.

September 30 brought the total allnwance fnr the -

-Haggie Rand; ﬁnanmal dlrectﬂr Walter Sher—
wood said the grﬂup had postponed purchasmg
until October to save paying GST. -

_Atlantis Diesel Engines MD Fritz Korte said
that many eustomers had cancelled orders de-

spite the 15% concession as they believed they
'cnuld get a better deal under VAT, -

'SA Chamber of Business chief economist Ben
van Rensburg said capital gﬂuﬂs suppliers had
repurted a dramatw decrease m demann
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CAPE TOWN — A package of finan-
cial incentives fo give a vital kickstart
o proposed multibillion-rand indus-
trial projects will he infroduced soon,
Trade and Indusiry Minister Org
Marais has indicated.

In an interview after his department’s
budget vole in Parliament on Friday, Mar-
ais said he was hoping to produce within
the next two months proposals for mea-
sures to assist the development of new

projects in the chemicals, engineering and
mineral beneficiation sectors.

The new projects had been proposed hy |

leading SA industrialists, he saud

Marais declined to provide details on the
projects concerned or the incentives under
consideration, but said an announcement
would be made soon. He said his depart-
ment was looking at a wide range of finan-

cial incentives, including possible partial

funding and tax concessions.

He said the projects had the potential to
prawde significant benefits to the SA eco-
nomy in the form of millions of rands in

new: capztal investment and employment. . .

~"Fhey could also’ pruﬂde ‘catalysts for™
= .-'draft technology

: - fial, temporary support io activate growth.

much needed foreign investment In-SA:
“If we are able to offer incentives and if

they are competitive, the lIocal industrial- -
ists may be able fo sell off portions of the_

projects to foreign investors.”

Marais, said government would also
have to give urgent attention to a longer
term incentive package, in line with those
offered by other countries, or SA would be
unable to attract foreign capItal -

But the restructuring of the Industrial -
Development Corporation (IDC) had made
it necessary for the state fo consider pro-
viding assistance to help selecfed new
industrial projects over the mlnal unprof- ,
itable stage.

Finance Minister-Barend du Plessm an-
nounced during his Budget that he had
instructed the IDC to disburse some of its
holdings and inject R500m a year into the
ecopomy for new developments over the
next two years.

In the depate on the Trade and Industry
Department’s budget, Marais said govern-
ment aiso hoped to stimulate the.rate of
technological development in SA:by pro-
viding partial funding te projects aimed at
developing new technuluglcal prﬂducts or

.prerﬂgse.?w a

:Lnis was in Tirie with proposalsm the -
policy statement. for ini-

Government also intended to encourage

‘venture cap1tal investment in technology

E]Tn Page 2

New scheme mﬁ?,

and the cnmmermahsanun of technologi-

cal operations in the military and the
atomic energy sectors, Marais said.

Practical measures to achisve specific
results would be proposed in the almost
completed fechnology policy statement.

Proposals for the industrial incentives
had not yet been submitted to Cabinet.
Marais said: “We have discussed the pro-

- TR —

From Page 1

ject with the SA industrialists who pro-

posed them and have decided — in con-
jupction with other departments and in
line with proposals by the late (Economic
Co-ordination Ministeg) Wim de Villiers —
to give as much attention as possible to the
question of assisting new capital invest-
ment and industrial development,

“If there are ways we can assist, they
will have to be decided within weeks.”

-
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RECESSIONARY conditions drove civi
debt cases for husinesses up 24,8% in the
first quarter of this year compared with

the same quarter in 1990, to their highest

level in four years.

Fxgures ‘teleased by Central Statlstlcal
Service (CSS) show that summonses issued
for business civil debt rose by 235% to

26 865 from 20752 in last year’s ﬁnal
quarter '

" The total number of civil deht cases was
28 560,

Business enterprises'
vawe - - Civil deht ca Number
(Willions) — [Thuusand;}
28 . 112
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4 consent judgments ] 10
oo ST ) 1. eNumber .. 8 !
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Civil debt ju Jumps 25% in

Credit Guarantee economist Luke Doig
sald in a statement that these were the
highest figures for business civil debt cases

in four years.

Taken together with the dlsappnmung
inflation and money supply figures, it

could be argued that the economy was

currently af its darkest point of the reces-
sion, he said.

The economy contracted by a further
0,9% in the first quarter of the year.

Toial civil debt cases rose 3% in March
to 97008 from February’s 94138. Civil
sumimonses were up 4,2% in March.

Trends

During the first quarter this year debt
cases were up 3,7% on the first quarter of
1990.

The number of default and consent judg-

ments rose 8,1% from 40508 from 43 §00.

Sacob economist Ben van Rensburg said.
the figures indicated the deepening of the
recession 1n the first quarter this year,
though these recessionary frends were not
necessarily an mdmatmn for the rest of the
year.

In the last month there may have been
indications of a bottoming out'in the reces-
sion, he said.




COMPANIES must careful-
ly consider whether to reg-
ister for VAT as one entity
or to register their bran-
ches as separate units, say

tax experts.
. Deloitte Pim Goldby tax
~manager Rob Collins said
~the decision was one of the
; most crucial VAT issues,
- He recommended that
companies register their
branches individually if
they were already separate
cost-accounting centres.

“I believe companies
should consider the single

entity route only if the
administration would oth-
€rwise prove {00 onerous,
or the company operates
irom a centralised comput-
er system anyway.”

With separate branch
registration, normal VAT
rules would apply to inter-
branch stock transfers. One
branch would have to
charge VAT on the stock as
an output tax and the re-
celving branch would have
to pay input tax.

As input tax eredits could
be claimed, there would be
no cash disadvantage at-
tached to separate regis-
tration, only an additionat
administrative element.

Collins added that separ-
ate registration could be-
come a management tool.

“Head office will be able
to monitor the cashflow sit-
uation of each of its bran-
ches and thereby have a
clear indication of the per-
formance of each cost cen-
tre if the branches main-

e

GILLIAN HAYNE

records.”

The separate registra-
tion was an option for bran-
ches only if they were sepa-
rately identifiable and had
adequate accounting re-
cords. Group registration
was not an option.

Inland Revenue deputy
director Peter Frank said
last week that VAT regis-
trations forms — VAT 101
— would be posted between
June A7 and July 7.

Comipanies which had not

- received forms by the first
- week in July should contact

their nearest Revenue
office. Companies which
chose to register their
branches as separate tax
entities should collect the
branch registration forms
— VAT 102 — from their
Revenue office.

Ernst & Young national
tax consuitancy director
Chris Hassall said the late
release of forms was put-
ting a strain on companies’
preparations for VAT,
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The value of default and consent judgments against business enter-

Civil‘debtfigu‘res S0Aar

Stec 2t
For both individuals and busi-

'BySvenLiiﬁschey ( i€0) Si--
‘ | nessess, the number of default

Civil debt figures in March for
both individuals and business €n-
terprises make for sombre read-
ing. -
The
tral Statistical Services and ana-
lysed by Credit Guarantee, are
. particularly bad for the bhusiness
sector. -

Total civil debt cases in the
first quarter of the year rose
3,7 percent to 272729, compared
with the first three months of

" 1990, while civil summonses OVeT
this period rose 58 percent to
244303, .

“Excluding individual debt

cases and summonses, the fig-
yres show the extent of the im-
pact of the recession on small-

“and mediumi-size businesses, says
Credit Guarantee economist Luke

Doig.d oy .

For businesses, civil debt cases
were recorded at 29560 for the
first quarter and were 24,8 per-
cent up on the same period in
1990. e a
" Debt summonses -at 26 865
were 205 percent higher than last
year’s first quarter total of 20 752.

A similar picture emerges
when -analysing default and con-

sent judgments. - - |

gures, provided by Cen-

‘cent and 15
it could be argued that the econ-
‘omy is currently at ifs darkest

and consent judgments rose by
an annual 6,6 percent {0 122195, |
The value of these judgments ,
surged by 36,2 percent from
R408,8 million to R556,6 million,
largely because of the 74,4 per-
cent rise in the value of default
and consent judgments against

. businesses to R65,5 million.

Says Mr Doig: “The February :
and March 1991 default and con-
sent values of just over R24 mil-
lion each are horrendous and the
highest in over four years.” (see

The number of judgments

“against businesses in the first

quarter soared by 40,7 percent fo
11004, B o

“Taken together with the dis-
appointing inflation and money

supply figures in April (14,6 per-
percent respectively),

point in the recession,” Mr Doig

“1 hoped that the impetus of

" Christmas spending would allow
" the business cycle to bottom out
in the last quarter of 1991, but this
" ‘may now be a distant hope unless

'something dramatic occurs.”

_—




| vIandela reassures investol

aff Reporter Vﬁnﬁ.

NC deputy president Nel-
;m Mandela yesterday
kdged commitment to ef-
¢ls to encourage the rate
f economic growth in the
est-apartheid era, but ar-
ted that the sanctions
lekade should be main-
ined at the moment.

Mr Mandela assured a pri-
#te meeting of stockbrokers
id business economic con-
dtants in Johannesburg
tat the ANC was also com-
ritted to seeking internal
vlitical stability via the ne-
R ptiating process. |
'He fully understood that
e . t was not in the ANC’s inter-
ists to damage the economy
it but there were still political
L T S reasons why sanctions were
| supported at the current

-
. A
g At
.
-

“ . iam

i -i_'ll.:"f -

e r
- -

[PRE o M R

dno

F{"_.'M
:ﬁfﬁf
. "......
=
2
e

wd

stage of developments.

He added that the ANC
would reverse its stance on
sanctions “as soon as possi-

hie",

The
meeting
took place
at an office
block along-
side the
Johannes-
burg Stock
Exchange,
which Mr
Mandela vi-

sited ear- | _
lier. ANC seeking

Stockbro- mnmﬂu#:nw_.
ker Sidney Frankel, chief ex-
ecutive of Frankel Max Poll-
lak Vinderine Inc, who ar-
ranged the meeting, said
today: “Mr Mandela made a
very positive impression on

andela ...

ﬁﬁgﬂdﬁ‘ﬂniﬂg@ Iliad..l{jar.tﬁnﬂiilfa - ﬁ%lll

o 1o

most businessmen.
“He outlined the back-
ground to the violence and
repeated what steps the ANC
would take to reduce the
conflict. He clearly believed
it was important to have sta-
hility for economic growth.
“Mr Mandela reiterated

...Em helief that Government

had the capacity to halt the
violence and that there was
no need for a state of emer-
gency, The whole session
was on a positive note."”
Insiders said Mr Mandela
seemed eager to make a spe-
cial effort to reassure inves-
tors on the longer term out-

i00ok.
But one of them added

that Mr Mandela also gave
the impression that the ANC
wanted to dictate all the
measures that should be

taken by the feoer-r

()
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Busmessmen ask

Ma

Staff Repnr

The group Businessmen for

Growth and Stability took out
an advertisement in 10-national’

newspapers yesterday demand-
ing that the ANC formally set
out its position on business in
South Africa.

The advertisement, published
under the heading “Answer
Please, Mr Mandela”, poses 17
questions to the ANC leadership
asking for official statements
on economic issues from a min-
imum wage to nationalisation.

The group aiso published an
“Open letter to the ANC” on
May 7, challenging its vision of
the negotiations process.

According {0 Rob Emmet,
managing director of Midrand
Property and a founder mem-
ber of the group, the organisa-
tion was formed earlier this
year by businessmen concerned
about possible economic policy
under an ANC government.

Although there were no fur-
ther ads in the pipeline, Mr
Emmet said the group was
growing rapidly and would con-
tinue to ask questions and try to
get answers from the ANC on
the country’s econemic future.

Unless these answers were
forthcoming, businessmen

l‘ﬂ‘ll

Ol‘ answers

would be forced to “seek a more

hospitable climate elsewhere”

with “devastating consequences
for ali South Africans.”
® The ANC yesterday said the

advertisement smacked of

propaganda.

It said that while the 17 ques-
tions raised by the businessmen
were of concern to all South
Africans, the advertisement

was not a real attempt (o ad-
dress the sermus issues facing

SA.

It noted that in the earlier
advertisement, Business for
Growth and Stability “raised

guestions in such a way as to |
portray the ANC as a terrorist |

organisation”.

The ANC proposed that these |
businessmen should invite the |

organisation to meetings, con-

sultations and briefings so that |.
the ANC could put forward its |

OWN VIEws,

Earlier yesterday, ANC.

spokesman Carl Niehaus said
many of the questions would

presumably have been ans-

wered by Mr Mandeia at a pri-
vate briefing attended by stock-
brokers and investment manag-
ers in Johannesburg this week.
He said Mr Mandela’s re-
marks had reportedly been well
received by the gathering.
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Verwoerd and

rl\

.:IAT do ?erwuerdburg and Lemn
have in ¢ommon? Probably as httle as
their namesakes, except that both seis of
city fathers are under pressure to change
their names.

A number of Verwoerdburg business-
men are rebelling against the fown’s name,
which they claim is retarding business.

At the same time, Leningrad’s Commu-
chief has dismissed attempts to
retury’ the city’s name to St Petersburg.

GHERALD REILLY reports from Pretor-
1a that, at a2 Verwoerdburg town council

forum this week, a businessman claimed’

I Businesas Day Reporter

local business was losing out on develop-
ment opportunities and foreign investment
because of the town’s. association with
apartheid’s architect, Hendrik Verwoerd.

Louis Norval, of the Verwoerdburg CBD
Association, said multinationals would be
embarrassed to have the town's name on
their letterheads.

Assoeiation chairman Dudley Pound
said BMW and the Development Bank of
Southern Africa had avoided Verwoerd-
burg because it was named after a politi-

Pound said National Sorghum Brew-
eries had moved its head office from Ver-
woerdburg because of the name.

Meanwhile Sapa-AP reports that Lenin-
grad Communist Party first secretary Bo-
ris Gidaspov said yesterday a drive to
change the city's name dishonoured the
citizens who had fought to protect it during
the Second World War.

The proposal to rename Leningrad fol-
lows moves by several cities to shed names

imposed by communists under Stalin or

erase mounments o old-line pnmmunists.

ny __ .



1 IDC grants R
201541

K Industnal Deve opment Corpora

. ( 1(3} has approved six applications,
amounting to R67m, for its R500m low-
interest rate scheme to promote export-
oriented manufacture.,

)C senior GM Jan de Bruyn said this
week there had been 13 applications for the
scheme, which was launched three weeks
ago. “T'he investnment climate is not good
for industry. This is theé IDC’s contribution
to promote export in the manufacfuring
Industry. It is a start-up assistance with a
below-prime interest rate of 9%.”

The s_ch_e;n& which will make R100m
avatlable a year, will provide finance on a
Hrst-come-first-served basis for the acqui-
sition ﬂf hixed assets.

67m to

IO :

After the first three years, normal IDC

- rates for the remaining term of the loan

wauld apply for projects fully complying
with the scheme, said De Bruyn,

“For projects partially complying, half
of the finance is available at the preferen-
tial 9% rate for the first three years -and
fhe halance at normal IDC rates.”

The scheme was available to industrial-
15ts or groups with total assets of about

‘Rlm or more at the time of application,

It was designed {o finance projects cre-
ating or adding capacity, generating sales
of which at least 30% was directed towards
exports, and creating jobs:




ALLISTIC missiles and anti-

aircraft equipment uscd by

Saddam Hussein’s army dur-

ing the Gulf war — and seen
_ by millions of South Africans
on CNN television reports — were al-
legedly made with technology smug-
gled into Iraq by a company that has
close links with Barlow Rand.

This startling claim is made, not by a
group of anti-apartheid hotheads, but
by British and American government
officials involved in a top-level investi-
gation into a huge and illicit arms trade
that operated between the US, South
”..p._.ﬂom\. Chilc and Irag in the 1080s.

Barlow Rand and member companies
om the Barlow Group here have also
‘been linked by the high-powered in-
-vestigating tcam to an internationai
sarms dealing syndicate that is accused
‘of supplying Saddam with cluster
ccEw technology that was developed
An Chile and shipped via South Africa
‘to Iraq in time for use in the Gulf war.

. A small army of detectives and law
oE, orcement officers in England and
-the United States is probing allegations
-that Barlow Rand and its subsidiaries
m._anE& illegal shipments-of electronic
sequipment used in the local manufac-
‘ture of ballistic missiles and other sen-
sitive military projects from a US-
based company called International
Signal and Control (ISC).

- “Do you remember watching the anti-
aircraft bursts from Baghdad on CNN
\that first night of the allicd bombing in
Hm:cm% That was some of the stuff

e

Top SA firm

Iraq :

which got to Iraq through the ISC ship-
ments to South Africa,” one of the US
investigators is quoted as saying.

The American company is accused of
using its South African connections as
a conduit for sending ballistic missile
cquipment as well as cluster bomb
technology developed in Chile to Iraq.

Richard Knight, exccutive director of
the American Committee on Alrica,
told The Weekly Mail there was docu-
mentary evidence that Barlow Rand
was implicated in deals with ISC and
that at least some of these violated the
US arms embargo against South Africa
and the US Arms Control Act.

A mass of evidence has also been col-
lected by the Financial Times and
ABC’s Nightline television pro-
gramme, which last week ran major ¢x-
posés of the arms trading network.
Much of the information is reported to
have been leaked by the FBI and other
federal investigators in the US.

Barlow Rand gencral manager for
public affairs, Ken Ironside, on Wed-
nesday said: “At this stage we have no
comment Lo make”,

According to the Financial Times re-

Wimal 3o s — L6 (9|

A high powered British and
American investigation team
claims a Barlow Rand
subsidiary is linked to illicit
arms trading with [raq.
EDDIE KOCH reports

A A T Tl

port, court documents collected by the
investigators include bills of landing,
receipts and invoices as well as
shipping papers that label the equip-
ment as not to be exported from the US
without a licence. They show that cus-
tomers included Armscor and private
companies in South Alrica.

Barlow Rand has a long-standing re-
lationship with ISC and its controver-
sial director, James Guerin, At one
stage the group or one of its associate
companies invested in ISC and even
considered buying it entirely.

Earlier this year, Ironside dealt with
the ISC issue by saying: “During 1975
Barlow Rand acquircd an interest in
ISC. This investment was disposcd of
in the same year, six months later, and
since that datec Barlow Rand or its sub-

THE WEEKLY MAIL, May 30 to June 6 1991 3

sidiaries have not had any interest, di-
rect or indirect in ISC.”

Estimates on the value of the ISC trade
with South Africa vary from $10-
million to $50-million a year. The US
investigators — -which include officers
from the FBI, Defence Department,
and Attorney’s Office — arc investigat-
ing companies associated with Bar-
lows in conncetion with the irade,

They believe the sales were made
without legitimate government approv-
al and are sifting through the evidence
to establish whether documents used
for the shipping of legal products were
used to move “illegal” products into
South Africa.

The joint Financial Times/ABC inves-
tigation reveals that:

@Fcderal officials believe some of
the US technology sent to South Africa
was used in mmma.ﬁ: s missile pro-
jects.,

@Scnior British sources conlirm that
missile technology jointly developed
by ISC and South Africa was offered
for sale 1o other Gulf states before the
war.

® Radar- nou:.o:an_ anti- m:.B.E._..

equipment shipped by ISC to South Af-
rica found its way to Iraq in time for the
Gulf war,

US officials say that ISC used a front
company called Gamma to ship con- -
signments of sophisticated missile
technology into South Africa from
1982 or 1983, a time when Armscor
desperately needed equipment to test a
long-range ballistic missile capable of
carrying a nuclear warhiead.

Equipment was also used to develop
ground-to-air missiles and radar track-
ing devices, These deliveries ¢continued
until as late as 1989 and sometimes
tock place on a weekly basis.

The material included tracking anten-
nae, which trace missiles’ {light paths
and pass on data relating to velocity and
fuel consumption, as well as gyroscop-
ic cquipment used for the guidance sys-
tems of ballistic missiles. Photo-
imaging film readers were also import-
ed to determine missiles’ performances.

Other technology shipments from
ISC indirectly helped Iraq build a ¢lus-
ter bomb factory. The evidence indi-
cates that most of this BEﬁEnE came
from Chile. But the Financial Times re-
ports say cluster bomb fuses that came
to South Africa from Chile were then
shipped on to Iraq before the war.
There 1s no immediate evidence that -
Barlow Rand was involved in this as-
pect of the irade. However, Barlow’s
subsidiary, Reutech, does admit to be-
ing a world leader in the manufacture of
fuses for artillery, rocket, mortar and
aircraft bomb ap __omconm.
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:JCOMPAN 'S would be encouraged

1 ‘By:the Chartered Accountiants Insti-
“tute of SA {Caisa) to comply with
| cem;am minimum recommendations
set up by the institute to adjust com-
pany-statements for inflation, Caisa
accounting director Monica Smger
said this week. - -
This decision was reached because
most of the top 30 SA companies can-
vassed by:Caisa recently said they
1 were unwilling to adopt a compui-
| sory infiation accouniing standard. |
{ The companies said a standard set
of rules wounld not work in practice
because a widespread number of
methods were used to measure the
performance of different companies
in an inflationary environment.,

‘A number of respondents also ex-
-pressed reservations because of the
costs'involved in implementing infia-
tion adjusted figures, and said they
were sceptical about the usefulness
of the information. - -

The steering committee created by
Calsa for the survey concluded that
amending accounting standards
ED77 and AC201 would be pointless
at this stage as it was clear they
would not gain general acceptance.

Instead companies would be en-
couraged to comply with identified
disclosure requirements.

JSE ‘president Tony Norton said
the institute’s suggestions were a
major step forward. He added thatall
responsible boards had a fiduciary
duty to: provide realistic figures
which took inflation into account.

Caisa first tried to to officially in-
’ cﬂrpurate the effects of inflation info

SA company accounting in 1978.

- The three attempis it made since
then failed because they were rejec-
ted by most companies. Less than a
‘dozen companies formally ‘account
for inflation in their financial state-
ments. B { D 248140

The - recommendations envisaged
by the institute will shift ersphasis on
primary.income and balance sheet
inflation adjustments to cash flow
based inflation-adjusted statements.

-Caisa: accounting director Monica
Smger says this would be a meanmg-
ful way: of singling out a companies’
real growth performance from
growth thrﬂugh mﬂaﬂum




By Des Parkeé

A black assault on the ramparts

of white-dominated busmess IS
being spearheaded by the Nation-
al African Federated Chambers
of Commerce (Nafcoc).

ing the annual meeting of

the Inyanda Chamber of Com-
merce in Durban yesterday, Naf-
coc president Sam Motsuenyane
accused major companies of
“marginalising” blacks by ap-
pointing single, token blacks to
their boards of directors.

Singling out Anglo American
Corporation, Barlow Rand and
Southern Life as culprits, Dr Mot-
suenyane urged big business fo
“change this policy drastically” to

wants more_

Stey 21[S]9]

give mgmfmant numhers 0
blacks the opportunity to influ-
ence the way major corporations
conduct their business.

te reiterated 2 demand made
by Nafcoc last year that blacks
achieve specified levels of repre-
sentations in the formal sector of
the economy by the year 2000,
such as the holding of 30 percent
of directorships on JSE com-
panies, a 40 percent black stake
in equity of quoted companies, 50
percent of the contracted out
business of white companies go to
black ceclr-rifa:lems and 60 b];ercel.ﬁt ;;.if
manag itions be held by
blacks. P

Zimbabwe had failed to take
such measures, Inyanda members
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heard, and there had heen “very
little black penetration into their
companies in 11 years of indepen-
dent rule”. A conference was to
be held in that country on June 16
to consider steps to increase
black involvement in business.

Dr Motsuenyane said blacks
should take every opportunity to
further their skills in such fields
as management and he called for
all education facilities to he
opened to all people “without at-
tached conditions” so that blacks
could enhance their positions.

Nafcoc had a role to play in
restoring peace to the country,
the meeting heard, with its cham-
bers around the country — but
particularly in Natal— “serving

y in big business
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as instruments of reconciliation]
for political and ethnic oppo- -4
nents”.

“We must retain our pohhcal‘
neutrality in this regard if we:
are to ensure the survival of uuril
businesses,” Dr Motsuenyane ad-!
vised, l

He said the black business!
movement shouid “learn to stand r
on its own feet again”.

Nafcoc, which was formed 27'
years ago, had coped without
sponsorship from white business,
until 1976; now it risked sacnﬁc—
ing its leadership role among.
black business organisations be-
cause members had become com- -

placent and had lost some self-re- |}
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By CURT VON KEYSERLINGK

AFTER being at odds for years over economlic

pollcy, the Government and the private secior

are teaming up to prepare South Afrlca’s
faltering economy for growth.

SA Breweries executlve chairman Meyer Kahn
has been appointed part-time special adviser to
Economic Cu-ordmatmn and Public Enferprises

Minister Dawie de Villiers.
Mr Eahn says: “We are at 2 stage where there areno

. fundamental differences between the Government and

business on economic is-
p Sues. The only differences

are those of degre:e,

“For exampls, we
that there shn‘uld be
terest rates, hut have not yet
ge.afzued how high they shonld

There {s also growing co-
operation beiween the SA
and tk ng f{%?&m

e ent o e,
Industry and Tourism.

Sacob this week released a
83-page document — A €Otk
cept for the development of a
new industrial poliey for
o faclorsresiralaing srom
se3 fa
and mﬂ.k&smmmmeudafimi
on how to deal with them.

Input

Saceb notes the similarity
of its eonclasions with those
?;d the ne:ﬂd M%mster nfg&rﬁdié

sty onrism,
Marais, ing one excep-
tion about which it
more mfurmaimn Sacodb
Says: stances
tuur:hed ol gar bave
in most cases hea: arrived at

in cogsultation with Sacob
amd the rest of the organiced
busipest community.”

Dr De Villers said In an
intervlew this sweek that the

bsed 2% an fnput In the Feo- |
nomic DE:; pment Pr;

mme prepared
g departtneft for poblica-
L tion late this year.

Dr De Villlers says the pri-
vate sector is the locomolive
of growth, He iy defermined
fo eliminate [aciors cob-
trolled hT government that
needl essly raise busipess

| reformn, the fight agaiost in-
flalion, sopply-side econo-
mics, revision of import pro-
tsacl.mn andmlhe confrol of

tate z.
| "Ithgﬁwate sector must

be enconraged to make ‘pro-
duclion profits’ instead of
capital profits that come
from investing In propert
developmenis or the
e¢xchapge.”

Dr De Villiers is keenly
aware that co-operation
between the Government and
business will pot by jiself
solve SA's ecuunmic
problems. -

“We miost ra‘lore confi-
dence in our economy and
everybody with a geauine in-
terest in the wellare of the
country shoald help.

“The Brutal political vio-
lepce shonld be stopped, so
shonld the Irresponsible
uiterances zboul ecopomic
Eahcy by certain political

[‘.Ir De Villiers says the
CGovernment is trying to pro-

Sacob docyment _wuuldabe_.._

mote what be calls social
cantracts belween disadvan-
taged commuaities and
varioos Stale and privale or-
tions to provide basie
ousing apd infrastruclure,
lncludmg elecirieily, clinles
and schools.

“t would stabilise these
commuriiies by creatin
johs for their members
giving themt the {acilities
they think they need most

“But we canpol merely
band out mozey. We need
?frg Eﬂl:hemetgi and we re-

4 e responsi-
bility for ensuring that the
projects sneceed. i5 not
almays easy becapse some

es appear bent on break- -

ing down loeal anihority
siructares.
“The poor people of this

munu?mllh-etheﬁﬁtb&n&
fiviaries of economic growth
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who purport to represent
them 3ppear to be working
apainst it

“it we canhot stari grow-
ing now, whoever becomes
{he oew government one day
willinheirit nationzl poverly.

“The ANC has moved a ot
In its economic ontlook — for
example, there is little falk
akout pzlicnalisation now.
We most give them credlt for
{t-But vniil the ANC formal-
iy commils flself {0 more
moderate views, foreigners
will remaln wary of invest-
iog here”

Painful
Dr De Villiers says aspects

of the pew ecomomic pro-
e, such as the fresh

gramm
H.ls priorities Inclode: fax  approach to tarili protection,

coold ﬂEtE.‘,’-SItalE painful
adjostments for certaln
indostries,

“Bot the public sector has
already begun to make pain-
ful adjostments of ils own

1sations such 2s Trans-
pet, Eskom and Armscor
have made kuge staff redoe-
tions in switchiog to
commercialisafion. There
have been big spending culs
in many Government
de enfs.”

De Villiers says his job
as hﬁmster of Ecsunumic Co-
ordination does not make
him a “soper minister” with
autkerity aver other depart-
ments involved in econemic
affairs.

“They have lne authorily
OvEer thau- own activities, but
I chair the meelings of all
ministers involved i eco-
pomic matlers. 'T have io
enstre that they do pot de-

part from agreed gridelines |

relaling {o the ame-.ement
of npationzl economic
objectives”
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SOUTH AFRICAN manu-
facturers are on average
at-& 15% cost disadvan-
tagé-to those in Organisa-
tion? for Economic Co-
opéfation v and
Development countries,

-fheir cost disadvantage to
mafnfacturers in newly

. induktrialising countries is

evelt greater. .7 7 -
~These are the findings ofa
sfiidy by the SA Chamber of

Busitiess (Sacob). .
~-'1£“T_Ereport says SA manu-

. © ‘faofurers pay, more than

" thei¥: foreign ~counterparts
for: @l but one of their cost
tems —

electricity, But this

i
“ ° doesnot help them much be-

caie electricity accounts

. ‘fof poly 29% of their costs.

-IThey get no cost advantage

' fromthe mining sector in SA

& Fuw .

. Zbove interAational

L]
,
-

" begagse in most cases they .

payiworld prices for miner-
als mined here. -
+"8acob says inputs bought

-

. by thannfacturers from their

SA -pounterparts “have the
highiest cost-raising’ effect.
This.is because import sur-
charges-and high tariffs raise
the *prices - 65 ~these

_The most important SA-
made inputs to the manufac-
turing sector — fabrics and
arrig ‘chemicals and plas-
tiess* fabricated metals-and

motof vehicles — - receive

high protection. ~ = =~
".i{ron and steel and paper
d'pulp have medium levels

of protection. Only SA-pro-
duced non-ferrous metals re-
ceiverlow protection.

“THe report says the cost of
capital'in SA is another im-
%%rt}'mt cost-raising element.

ere are several reasons,

inclading =" -
@ Investors in SA expect a
higher rate of return because
of the what they see as a high
risk element. -
@ Nominal corporate fax of
50%: is among the highest in
the world. .
@ Heal interest rates and in-
flation are high. '
@ Debt-equity ratios are
high, leading to greater de-
mand for top shori-term
?1&1(13. R

"The cost-raising effect of
labour is also high -

'SA’s exports as a percent-
age of world trade show a
large decline inrecentcf'ears.
In -1961, exports, including
gold, accounted for 1,7% of
the- world figure. By 1989,

!

theyshad fallen to 0,5% of :

world“trade. ‘
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ER and more effective means uf

htigatlun alternative dispute resolution

(ADR), has been developed by SA lawyers.
They have formed Adrasa, a nnn-pmﬁt or-

ganisation, to be registered in about two

weeks' time. Its object is to promote ADR and
train people to be neutral in disputes.

} The idea is for companies to adopt as cor-
porate policy that ADR will be explored
before resorting to litigation. About 400
American companies have signed such a
pledge with one another. It has been success-
ful in helping execntives to reach mutvally
' accepfable decisions.

Chairman of the working group getting
. Adrasa off the ground Williarn Lane stresses
that companies are not legally obliged to use
ADR if they believe the issue should be resolved
by a court.
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ADR cuts Gorners;
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By TERRY BETTY a

'ADR can be used by the ordinary person to
settle small claims. .

Mr Lane says: “The advantages of ADR are
it is cheaper, quicker and can deal with real
issues regardless of legal form.” This is par-
ticularly benaﬁmal where the parties have a
continuing relationship.

For example, # court settlement in a di-
vorce would deal with technical details, but
not the underlying i

ies could reach a solufion.

About 90% of law suits are “doors of cuurt" ~_
‘settlements — the parties eventually settle

ont of court.

" The cost of pleadings, summonsing exp-erts

and research can be avoided with ADR..

issues. With medlatmn the |

!
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AV mainiaip
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a ﬁrm marke ) ountc

TRADING at about a 125% premium to
estimated net asset value compared to
19% six months ago, Anglovaal’s fast-track
industrial nucleus, Anglovaal Industries
(AVI), has lost none of the Iustre which
pushed its share price to one of the most
favoured on the industrial board.

On a cumparable rating AVI is a tough
act to follow.

It is trading on a high of R95 and boasts a
near-sector high historical price to earn-
ings ratio (p:e) of 12,7 times, and dividend
yield {d/y) of 1,4%.

Blue chip Amic’s share price putsiton a
historical p:e of 10,5 times and a d/y of
£0%, while Malbak comes in with a p:e of
7,8 times.on a d/y of 34%.

Even the rating of top industrial stock
Barlows -has waned in relation to AVI's
Increasing market worth. Barlows shows a
p:e 0f 9,3 times and a d/y of 42%, while
lesser-rated W & A comes in with a p:e of
45 and a d/y of 9,8%.
- There is definitely no dispute that there

is a healthy market respect for AVI, but
most analysts feel it is probably a little
over the top.

One analyst said that at its current rat-
Ing the market had already discounted
growth of about 30% a year over the next
three years.

There is also agreement that a major’
motivating factor for the dramatic up-
surge of the group’s share price is the fact ™

that it is extremely tightly held.

0

I BRENT VOH MELVILLE

In a relatively healthy month volume-

'wise, AVT last month traded a mere 41 000

shares. This compares with a monthly
trading average of 67 600 shares a month
during last year for the rest of the sector.

Fergusson Bros, Hall, Stewart & Co ana-
lyst Steve Rubenstein said that AVI was
correctly priced on its asset value although
it was slightly overrated on its p:e.

Rubenstein forecast an earnings in-
crease for the year to June 1891 of 6% in
earnings to 696,4c (657¢) a share.

He said the biggest hike in profits was
likely to come from the packaging and
rubber division represented by Consol,
which would kick up profits about 44%.

Other healthy performances were likely
to come from Grinaker, with a 25% im-
provement, while I & J would increase its
earnings 12% and National Brands by 10%.

Conversely the textiles and engineering
division was likely to suffer from de-
pressed markef conditions fo push its con-
tribution down 20%.

A spokesman for AV said last week that
overall, there would he an increase in
earnings for the year, but could give no
further details.

Regardless, the market's enchantment
with the industrial counter will go on. In
the words of one investment analyst: “T've

- managed {o accumulate a healthy section

of AVIstock in my personal portfolio, and I
cannot see myself selling it ... ever.”
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Santam calls

Financial Editor

SA’s economy can only get out of the
doldrums and perform if sacrifices
are made on all sides, says Santam’s
senior GM Koos van Tonder in the
company’s quarterly economic
I‘E'HEW

- This means that pnvate sector busi-
ness should accept lower returns and
invest more widely, that government
should lower tax rates and that the
labour force should accept a realistic
level of reward.

He says big business must seriously
consider their willingness to accept
risks and to motivate the labour force
by making investments in smaller un-
dertakings and create job opportuni-
ties,

“We should not be thinking of mas-

sive steel factories or oil refineries |

costing hundreds of millions of rands,
but rather of a mass of smaller under-
takings — not unlike Hong Kong, espe-
cially since we have abundant labour.

“SA can get its economy going, and
piuill the rest of Southern Africa with
it, if big business is prepared to accept

smaller returns on funds invested in

such prujects

“This, of course, requlres a change .
in attitude but we must help small:

business {0 become a self-suppornng
scenario.

Ol‘ sacri

CiT6lbla]

in all sectors

] 0

“There will be times when losses
will be incurred, but big business
must be prepared to invest risk cap-
ital as a contribution to the ereation ﬂf
a stable community and the establish-
ment of the business enterprises of
tommorow.,

“I'm not talking abouf handouts, but
a tundamental change in investment
attitudes,” says Van Tonder.

He warns that this was no {ime to be
over-caulious — work opportunities

bad {o be created fo establish tomor-
row’s middle eclass.

“If big business does not accept this
challange and act quickly, the time
may come when a future government
may have little alternative but to insti-
tute measures which will resulf in a
more even distribution of wealth. This
must be avoided at all costs.

“At present big investors seem re-
Iuctant to get involved in this type of
activity and prefer to place their mon-
ey in fried and fested investments.

“These Iarge investors could play a

material part in the estahhshment of

new undertakings which would create
empluyment.“

- Van Tonder stressed, however, that
the labour force and the unemployed

;. would have to accept their responsi-

- bility and realise they could nut he-
- come wealthy overnight.



'Manufacturmg 1ndustry

:plunges
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S manufacturing Industry slid

deeper into recession in March

with production volumes down
52% year-on-year, according to
prehmmary figures released
yesterday by the Central Statis-
tical Service (CSS).

Manufacturing production had
been in a shallow downward trend
since the recession began in the first
half of 1989, but the latest figures
show a steepening fali..

The manufacturing production
index fell to 105,6 {1985 = 100) in
March from 111,5 last year.

Production of durable and semi-
durable goods has been particularly
hard hit by recessionary conditions in
the industry.

The industries confributing to the
slump in March were beverages
(down 0,4% year-cn-year), clothing (-
5,8%), paper {-9,5%), other chemical
products (-2,8%), machinery and
equipment (-3,0%) and motor
vehicles {-1,7%).

The figures followed recent
concern expressed py Sacob and
econornists about the poor perform-
ance of the manufacturing industry,
which is considered to be the growth
engine in the development of the SA
economy.

Sacob, in its recently published

1nt0
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Indusirial Policy document, said in-
dudtry’s contribution to growth had
declined steadily during the 1980s and
remained significantly lower than in
most developed and newly industria-
lising countries.

The manufacturing industry as a
whole contracted by 03% a year
between 1981 and 1989, said Nedbank
chief economist Edward Osborn in
nis latest Guide to the Economy.

Osbhorn pinpeinted several
problems behind the poor periorm-
ance of the industry during the
decade.

The cuotback in fixed investment

Manufacturing
production

i V= Tiendeycl i
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¢ 1988 1989 1830 19N
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capital” formation 1o the
manufaeturlng industry during the
1980s had a severe impact on the
industry.

“SA has inflicted greater damage
on itself through curbing of capital
formation activities than inter-
national sanctions,” he said.

Sacob says fixed investment in the
manufacturing industry has been
insufficient to meet capital replace-
ment needs. This is reflected in the

capital stock during the 1980s.

The share of investment in the
manufacturing sector in total fixed
investment declined to 18% from
26% between 1980 and 1989,

Manufacturing production stag-
nated during the 19805 despite high
growth in domestic comsumption and
demand. Osborn said increases in
consumption demand had been met
by impertsl instead of local
production.

Analysis showed only 16,7% of
local production had been stimulated
by the rise in domestic consumption
over the period.

The analysis also indicated that,
apart from a few exceptions, SA
manufacturing was not export-ori-
ented — a mere 7,0% of the industry
produced goods for export.

F

“declining trend in the level of fixed |
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‘10 Cape Times, Friday, June 7 1991

Business Report

Financial Editor

THE further rise of nearly 1% in the
Business Confidence Index (BCI) in
May confirms that business confi-
dence has stabilised, at least for the
time being, the SA Chamber of Busi-
ness {Sacoh) says in its Iatest BCI re-
port released yesterday.

Sacob says the improvement is at-
tributable to factors such as the view
among many businessmen that the
end of the current economic downsw-
Ing is in sight and that an upturn can
be expected by 1992.

There has also been a positive re-
sponse from the business community
to the continuing normalisation of
SA’s external economic relations and
the renewed interest abroad in the SA
€conomy.

Another factor is the willingness of
many investors to look beyond the cur-
rent problems of violence and politi-
cal uncertainty {o the future potential
of the country.

Evidence of this is the strong per-
formance of industrial shares on the
Johannesburg Stock Exchange.

Sacob notes that trade and other
relations with SA are being re-estab-
lished in spite of the opposition of
finme of the black political organisa-

ons.

Nevertheless, there is a widespread
belief among economists that a contin-
ued export surge in the coming
months could provide the boost for the
economic growth which is expected to

oceur towards the end of the year.

The negative side of the foreign
trade picture is to be found in the fact
that imports showed a similar tenden-
cy to increase which means that the
much-needed improvement in gold
and foreign exchange reserves has not

been realised, says Sacob.

The present surge in imports, how-
ever, couid be an indication of inven-
tory replenishment because of deple-
tion whlch fook place in the

- immediate past. <

These specifics need to be evaluat-
ed against the broad economic back-
ground which is characterised by con-
tinued high price increases at all
levels sustaining the infiation rate at
levels above 14%.

Also a need for stringent monetary
policy and levels of government ex-
penditure which are in danger of re-
suiting in more relaxed rather than a
restrictive fiscal policy approach ne-
cessitated by the present state of the
economy. f

Sacob notes that the economies of -
SA’s main trading pariners are also
struggling to emerge {from severe re- -
cessionary conditions. .

Inflationary conditions in these
countries call for high interest rates
which are Kkeeping the gold price
down at uncomfortable levels for the
SA gold industry.

Although the official unempioyment
figures in SA show an improvement,
narrative evidence {ends to prove the
oppuosite.

The gverall performance of manu-
facturing production also provides
reason for concern, says Sacob.

Sacob warns that the slight increase
in the BCI may vet prove to be a false
start, especially by the number of the
remaining uncertainties which influ-
ence business confidence in SA. ’

Continued violence and the threat
this holds for the transformation pro-
cess, lack of clear-cut action with the
VAT introduction process and (he
continued recession in the rest of the
worid may play a role in this regar<-
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THE Investigation of Serious Ecunonnc
Ofiences Bill, now before Parliament, was
unaccentable ip its present form, SA
Chamber of Business {Sacob) legal man-
ager Ken Warren said at 2 media confer-
ence yesferday. *

He was commenting on the chamber’s
sttbmission to the joint committee on jus-
tice last week of a memorandum on the
draft legislation, aimed at giving new clout
to serious foreign exchange fraud probes.

The commitiee is due to meet today to
discuss the Bill further."

Warren said Sacob stated that it shared
general concern at the unprecedented rise
in the incidence of “white-collar crime”
and the considerable economic and other
harm caused to SA as a result.

But it believed the emphasis on contra-
ventions of currency exchange measures,
as set out in the explanatory memorandum
to the Bill, was misplaced because the
cammermai crime upsurge related to all
facets of “white-collar” crimmal behav-
iour.

Sacob felt it would be- preferahle to ex-
tend existing crime prevention and judici-
al agencies and their resources, and co-
ordinate their activities better, rather than
create a new entity such as the envisaged
- Office for Serious Economic Offences,
headed by a director, he said..

' “I would be dlfﬁcult for such a new
- organisation to operate effectively in a
multiplicity of jurisdictions, bearing in

mind the regionalised structure of the

judiciary.

- “We suggested if gnvernment still
wished to enact legislation of this nature,
the powers provided for should be con-
ferred on the: respective Attorneys-Gener-
al. If necessary, they
empowered g functmn heyund their areas
of jurisdiction in the exercise of the ex:

tended powers of mvestlgatmn contained:

in the Blll ”
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Sacob believed officials of the Attur—
neys-General offices were best suzted fo
investigate serious and complicated com-
mercial cases, and that this would be the
most (:ﬂst-effecnve means of dEpluymg ex-
isting resources,

Warren added it was “totally repug—
nant” that a person testifying at an inquiry
would not be entitled, in terms of the Bill,
to refuse to answer any question on the

- ground that the answer could expose Ium

t0 a criminal charge.

{1Sacob chief economist Ben van Rens-
burg said the chamber’s business confi-
dence index rose to a level of 88,6 in May
from 87,7 in April, duemparttothe view of
many businessmen that the end of the
recession was in sight.

But while they felt an upturn cuuld be

~expected by 1992, this “promising sign”

might yet be turned into a false start,
especially by the number of remammg
uncertainties.

Sacob’s survey of confidence levels in
the manufacturing sector showed that

. manufacturing activity sagged in May, but

many industrialists remained cautiously

optimistic about theijr sales performance

over the next year.
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B mdustr:al mdex cuuld

o10rc reach 9000 in five years -
- apd certain companies -

-+ ‘could see their share price
- ‘inerease . tenfold OVer the

.Board of Executors’ (BoE)
-bﬂﬂ ’-‘*semur GM John Wlnshlp

'-.t.!ri ,ﬂ
418 bh
o3 3me business figures last week,
-—-airaat 4 semilnar entitled
duum Financial Markets in the

.niew SA, Winship said BoE:-
-9d ccwas mcreasmgly optimistic

3nepyoirabout market nppurtlmmes - S&ld Winship.

giuilg once sanctions go. -
~{8 &7

'.Iadmugr
{}‘}m 1l:3f prmes ‘and the -share

vEﬂ'J T

iy ma arket. Wurld markets
ﬂﬁ ﬂ*’lu

alltune tugh

'.'. . . .' ,I
'same period, according to.. 'L-"{fgildsggeeﬁgfu;ie:gea{yes
- Winship said, citing- DE

- Beers and Puch on
Addressing - influential '

there. “We are mcreasmly

" He said it was wurth 111-“, |
Sl "‘He fnresaw a hxgh_

uwth cycle which would

term, and that’certam
filter -through to commod-
. ready realised this. Maybe

 South Africans “wete too
- close to the situation to see
_the potential, -he said.

were now entering.a-bull
~'vhase and the Dow had re- -
‘cently broken. thruugh 1ts_:

| wnud for the trees

 “World gruwhmme'*gss
will be higher than in the

Admlttedly,' Ccéerta

. kets had not yet reﬂected

this, but the trend was

confident of nur vl g,”

vesting in SA over the long

foreign investors had al-

“Maybe - we. can't see the



m—

__ Y. _r_._'______ﬂ'_'._".__r_‘-"_-.-r-:l“-'— F,,-F'\-mﬁ'ﬂ . ..

By AUDFIEY D’ANGE].O -
-Business Editor . -

SMALJ.- businesses: and
self—emplﬂyed people
are being forced into
liquidation by the
“double whammy” of
falling demand and
higher costs, which in-
ciude high interest rates,
the Cape Chamber of In-
dustries (CCI) reports.

Bankorp senior econo-
mist Emile van Zyl says
in his weekly report on
economie -indieators and
finanecial - markets that
the recession is deepen-
ing, with the voliune of
manufacturing produe-
tion down by 3,8% year
on year:in'the first quar-
ter and the number of liquidations in
April the highest since mid-1990.

The SA Chamber of Business (Sa-
cob) says in its manufacturing survey
for May that “small firms with a limit-
ed Wnrkmg capital are suffering the
most.

“This does not mean that large com-
panies have escaped unscathed,” says
Sacob economist Keith Lockwood,
“but smaller companies are often
more vilnerable.

“Many of them suffer from the
double impact of shrinking demand,
as a result of the economic recession,
and higher costs of production.

- “The high costs of production tend
to be a result of high finance costs and
interest bills, excessive wage de-
mands which do not mateh productiv-
ity . and higher fixed costs per unit of

output as a result of lower sales.

"Consequenﬂy many.. small busi-
nesses in genera! and numerous self
employed sole proprietors are going
inte liquidation at the moment.”

In smte of this, and a drop in manu-
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- facturing activity in May, Lockwood

continues, “many indusirialists are
sill cautiously optimistic about their
sales performance over the next 12
months.”

He says the survey showed “many
industrialists intend to invest in new {
capacity over the next 12 months.”

And he forecasts “a wide economic
recovery will start in the first half of
1992 and gather further momentum In
the next haif of that year.”

This, he says, will be helped by the
need to replenish stocks and by a
more accommodative munetary pﬂh— |
cy. -

The CCI says its members are shght——

ly more optimistic than those in the
country as a whole.

Commenting on the Sacob survey,
the CCl weekly bulletin reports: “Re-
sponses by members of the CCI indi-
cate a greater level of optimism, with
the index for expected manufacfuring
sales for the next 12 months recording
118 cﬂmpared with the natmnal index
at 11
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for peaceful
negotiations

By Michael Chester @@

The South African Chamber of
‘Business (Sacob) yesterday sent
“out urgent appeals to President

de Klerk and ANC leader Nel-
son Mandela to ensure the ulti-
mate shape of a new consti-
tution was decided by negotia-
tion rather than violence,

The plea was made in a poli-

cy document titled “The Eco-

_nomic Aspects of a New Consti-
tution for South Africa”.

- It warned that a new consti-
tution enforced by armed con-
1 flict would be rejected by the
outside world and, in particular,
{ by investors and bankers. '

Sacob director-general hRay-
mond Parsons said it was vital
the new constitution was re-

ey

e P

garded as Iegltlmate by mter— '

national standards.

A multiparty democracy

. ‘would not be easy {o-ereate in

| South Africa, given: the:diversi-

( tles and tensmn&mz nurisumety,
Hesaid. ! & i yuseg;

- “Any qutantum leap i tonsti-

| tutional thinking will require

the ground to be well prepared.

“~chance to rEpaLr serious mis-
takes.”
OBusmessmen have formula
for fufure — Page 19

1 We may not get a_second
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JOHANNESBURG. — The South Afri-
can Chamber of Business (Sacob) has
sent out urgent appeals to President
De Klerk and ANC leader Mr Nelson
Mandela to ensure the uitimate shape
of a new constitution is decided by ne-
gotiation rather than violence.

The full {ext carried a blunt warn-
ing that a new constituilon enforced
by armed conflict would be rejected
internationally and in particular by
investors and bankers at home and
overseas.

The two political leaders were
urged to oil the wheels of negotiations
by splitting reform talks into two sep-
arate and specific agendas that shouid
be tackled in tandem.

One agenda should concentrate on
shorter-term problems and set out a
special “social accord” that commit-

liftment programme for the deprived
black community.

The other agenda should concen-
trate on the formulation of a new con-
stitution to cover wider political and
economic frameworks.

The ‘document argued that the
chances of suceess of reform negotia-
tions would be far better if shorter-
and longer-term issues were divided
under {wo agendas. |

:Sacob urges leaders to oil -

ted all parties {o a 10-year social up-:

"'.;' ":1 I
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In a major policy document on the
economic aspects of constitutional re-
form, Sacob underlined that the busi-
ness sector ranked the need for peace-
ful solutions a priority.

it argued that any proposed new
constitution needed the approval of a
national referendum or an alternative
form of popular vote if it was to car-
ry maximum weight of endorsement.

Director-general Mr Raymond Par-
sons said the need to win trust in any
new political system should be seen !
as paramount. It was vital the new
constitution was regarded as legiti-
mate by international standards.

It was also crucial that the new
constitution inspired confidence
among investors and bankers at home
and abroad to renew the flow of capi-
tal investments needed {o increase the
momentum of economic growth.

South Africa needed to move away
from the Westminster model of gov-
ernment, which was highly centra—
lised and an open-ended source of un-
certainty for business.

It was also essential that business
engaged in dialogue with political and
trade union leaders ahout the nature
of proposed new political and eco-
nomic structures.

@ See Page 15.
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LTHOUGH it is not the
function of employer or-
ganisations to get involved
in the mﬂrm_.m of party poli-
tics, the SA Chamber of Business

(Sacob) believes there are cer-
tain broad constitutional ques-
tions which the business com-
munity must address. Industry
and commerce have a vital stake
in the shape of a future constitu-
tion for SA, as it would like to see
the right combination of change
and stability.

This stake arises from five impor-
tant considerations.

Firstly, the business sector would
like to see the future political and
constitutional decisions being settled
by negotiation and not by violence.

Secondly, the business sector
would like to see a dispensation
which upholds certain key values im-
portant to the business community
and to society as a whole.

Thirdly, the business community
wants trust in a new constitution and
in its ability to limit abuse of politi-
cal power.

Fourthly, business perceptions of
the political process have a signifi-
cant impact upon business confi-
dence and hence =ma= long-term

fixed investment in the private sec-
tor, Sacob believes that a sound and
growing economy and political re-
form are interdependent.

Fifthly, although SA must decide
its own future, a new constitution
must also inspire confidence in
foreign investors and bankers.

future constitution should fa-
cilitate strong but limited govern-
ment. It should explicitly define and
reclude all authoritarian traits and
endencies in government: legisla-
tive powers which permit retrospec-
tive legislation and the abolition of
constitutional safeguards; a political
system which curbs free party politi-
cal formation and promotes the
creation of political appointments
for life; and excessive government
interference and undue influence in
the economy.
The rule of law must be a basic
ingredient of our future constitution-
al order. A new constitutional order

promotes
b\Dow

Sacob vesterday spelt out its vision of a new constitution for SA.

Jusiness wants
a constitution that

prosperity

131614}
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must be founded upon a constitution
which has the character of a
supreme law. Checks and balances,
such as a bill of rights, an indepen-
dent judiciary, public hearings for
all senior public appointments, devo-
lution of power, and an ombudsman
would have to be spread throughout
the political system to protect and
uphold certain basic values.

While an economic system or poli-
¢y as such cannot be entrenched in a
constitution, certain concepts funda-
mental to a market economy and to
business confidence need to be safe-
guarded, perhaps through en-
trenched clauses in a bill of rights.
These include the law of persons; the
law of property; and the law of
contract.

To give proper effect to these in-
tentions it would also be necessary
expressly to entrench the indepen-
dence of the judiciary, the principle
of equality before the law and the
principle of non-discrimination.

The rights of ownership — corpor-
ate and individual, including the
ownership of the means of produc-
tion — are fundamental to a demo-
cratic social and economic order. A
new constitution should say that “no
person or organisation shall be de-
prived of their property without due
process of law and without just com-
pensation”. This entrenches the prin-

¢iple without making it totally
inflexible. |
A constitution provides the basic
framework for lawful government
action but does not prescribe specific
olicies. In a democratic state, it is
or the democratically elected gov-
ernment to apply its economic poli-
cies — albeit within certain constitu-
tional ground rules. :
However, it must be emphasised
that there are many constitutional
wﬂmﬂnmr_mm which have a definite
earing on economic conditions and
which can either promote or destroy
economic prosperity and growth.

hese include the rights to re-
wards for endeavours, freely to em-
ploy labour, to equal work opportuni-
ties and free choice of employment,
to fair remuneration, to freedom of
contract, to equal pay for equal
work, and the right to form or join
trade unions, or commercial, indus-
trial or other associations with the
concomitant right not to be com-
pelled to join such union or
association.

Sacob also believes that some of
these rights need to he enshrined in &
bill of rights that should form an
integral part of the constitution.

There are other elements in a new

constitution which will promote pre-
dictability and guard against the ex-
cessive concentration of political
power. These include maximum de-
volution of power to regional and

local levels, on a completely non-
racial basis, and open debate and

clearly defined public mechanisms
for handling legislation — known as
“alarm bell procedures” — which
should be laid down in the constitu-
tion. A compulsory system of public
hearings — such as in the US Con-
gress — will subject all legislation to
public scrutiny.

Notwithstanding constitutional
constraints, economic mismanage-
ment could ruin a country. Owner-
ship rights can be usurped and ren-
dered worthless by excessive
inflation and high taxation.

One potential safeguard against
excessive inflation is an independent
Reserve Bank. The main purpose of
the Reserve Bank should be to pro-
tect the purchasing power of the
country, However, it should be clear-
ly understood that inflation can only
be kept under control if strict mone-
tary policy is underpinned by an
equally conservative fiscal author-
ity. In shaping a future constitution,
the position of the Reserve Bank
should be secured. It is important to
accord the Reserve Bank a high de-
gree of de facto autonomy in decid-

ing monetary policy.

Regarding taxation, even maxi-
mum devolution of power is no im-
penetrable shield against excesses,
as even taxpayers in federations
such as Germany, Canada and the US
have experienced. Even in these
countries strong voices have been
raised in favour of the introduction
into the constitution of a so-called
“fiscal rule” that would limit the
level of taxation to the particular
ratio of, for example, GDP.

The introduction of quantitative
“fiscal rule”, whatever its economic
merits, would have to be regarded as
a political innovation against the
traditions of the SA order.

Once again, it may not be neces-
sary to reach agreement on the par-
ticulars of the way in which the tax
principle is entrenched as a precon-
dition to further constitutional nego-
tiation — for example by such a
quantitative rule, or by means of a
broad norm and a supporting institu-
tional structure. The primary issue
is to gain consensus among the nego-
tiating parties about the need for the
entrenchment of some constraint as
a precondition to proceed further
along the road of political reform.

In conclusion, Sacob wishes to see
a constitution which is consistent
with the basic tenets of the market
economy. The level and quality of
future economic growth will depend
{0 a large extent upon what type of
economic system and constitutional
model emerges from the political
bargaining process.

hile a constitution can protect
citizens against individual excesses,
a sound economic policy is essential
to underpin economic growth and
wealth creation in the best interests
of the whole population.

Any new constitutional model for
oA will also influence the umwnmm.
tions of foreign investors and hank-
ers overseas, who — like SA busi-
nessmen — want to see the right
blend of reform and stability. This is
the challenge facing the political ne-
gotiators who will be responsible for
a new constitution.

[l These are edited axtracts from
Sacob’a The Econamic Aspects of a
New Coanstitution for SA.
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% IG BUSINESS yesterday

entered the debate on a

” . new constitution by urg-

ing President de Klerk

‘and ANC deputy president Nel-

‘son Mandela to oil the wheels of
‘negotiations by splitting talks
on the polifical and economic
future into two completely sep-
arate agendas.

 Sacob laid out the radical

'new- proposals in a major policy

document which argues that the

.whole process of negotiations
t ‘'on the shape of South Africa in
{ ‘a post-apartheid era would
"stand a far better chance of suc-

cess if two agendas were creat-

‘ed {o divide shori-term and
{ “long-term issues.

One shounld concentrate on
formmulation of a “social accord”

‘that would commit all parties
.to a special 10-year programme

to ensure the socio-economic

“upliftment of black society.

Formulation of a new consti-

‘tution laying out longer-term

giuidelines to the political and

‘economic system should be

tackled on an agenda of its own.
Jacob director-general Ray-

“mond Parsons confirmed that

the proposals had been put
forward to Mr de Klerk and Mr
Mandeta, and copies sent to pol-
iticians and political parties.

“Sacob believes that socio-ec-
onomic upliffment in South

and must be given a high priori-
,, said. the document. “But
Sacob'is of the view that the im-
mediate need for socio-econom-
ic development must he ad-
dressed . separately from the
fundamentals of a future politi-
cal and economic system.
. "1f we allow the constitufion-
al negotiations to be bedevilled
by redistribution issues, the risk
of failure is likely to be much
higher." Tt is better to address
the questmns of socic-economic
upliftment in its own right.”
Sacob said “political idealism
"and power competition have to
be constructively--balanced by
‘sonund economic’ ‘judgment : and
'experience if Suuth Anca is o
prosyer”

Africa is urgently necessary

Big business has added

its voice to the debate
on a new constitution to
steer South Africa into
the the post-apartheid
era. MICHAEL CHESTER
reports on how the
South African Chamber
of Business (Sacoh) has
assigned 15 experts to
marshal these views in
a policy document that
seeks to oil the wheels
of negotiations.

The business sector wanted to
see future polifical and consti-
tutional issues settled by nego-
tiation and not by violence.

“What matters to the husi-
ness community is that there is
trust in a new constitution, and
its ability to limit any possible
abuse of political power.

Essential

“Business perceptions of the
political process in South Africa
and its future have a significant
impact upor business confi-
dence and -hence upon long-
term Investment in the prwate

- seetor.~

“This type of investment is
essential for the future growth
prospects of the country:

“Although South Africa must
ultimately decide its own fu-
ture, a new constitution must
also inspire confidence in for-
eign investors and bankers.

“To magimise _ economic
growth in an open ecunomy like
that of South Africa requires
political structures which are
also perceived as legitimate in-
ternationally:.

“The search for a new consti-
tutional model for South Africa
is not only a matter of impor-
tance to thuse who ]we here but
also for those countries mth
which we do business.”

The role of the gmrernment
should be strong but limited. A-
future constitution shouid expli-
citly define and preclude all au-
thurltanan traits and tenden-
cies in government such as:

@ Execessive and uncurbed
emergency  powers.  Such
powers must be exercised under
clear limitations prescribed by
law and under the scrutiny of
the legislature.

@ Cenfral government- pnwers
which permitted encroachment
on fundamental rights and free-
doms, the unbridled erosion of
local autonomies and the instal-
lation of political appointees in
the administrative  hierarchy
without scrutiny by mdey endent
bodies. |
@ Legisiative powers that al-
lowed retrospective legislation

 and the abolition of constifu-

ticnal safeguards for the pro- |
tection of minorities, freedom
of association, Independence: of
the judiciary, and suspensmn of
rights and freedoms. . .
@ A political system " that
curbed the formation of free po-
litical parties and inspired-ten-
dEHCIES towards a nne—party
state.

® Excessive government mter—
terence and undue mﬂuence on
the economy.

® Arbifrary restrictions. on the
civil liberties of individuals.

“Sacob stands for a system of
constitutional government
which permits economic free-
dom and private enterprise. .

“It is self-evident that author-
itarianism in government gﬂes
against such an ethie, and in ef-
fect destroys the basis upon
which free enterpnse can be| un—
derfaken.”

The rule of law must be a
basic ingredient of a future ¢ con-
stitution, said Sacob. |

In the past, the prmmp]e of
the sovereignty of the law had
been undermined and indeed
denied by a political system’
that was dominated by the su-
premacy of Parliament, which
in furn-acted in accordance:
with the policies and wishes nf t
the government of the day U
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Sacob ¢

has called for a 10-year “social accord”,
involving organised business and labour, to

economic upliftment.

Releasing its document Economic A
pects of 2 New Constitution for SA, Sacob
said yesterday socio-economic upliftment
had to be separated irom the development
of 3 new economie and political system.

The document outlines Sacob’s view on
the economic and political requirements

address the immediate needs for sm@

- needed for-the-formulation 6f 2 Rew-SA. A
constitution. |

Sacob says achieying socio-econo
upliftment and economic and politicai sta-
bility must be two parallel developments

alls for 10-year socia
THE SA Chamber ;:;f Buéinessﬁs {Sacob) YM%

SHARON WDDD . I

S—

Socio-economic development is a short-
term process and economic and pelitical
stability is a “normal” expected parf of
negotiation ahout a new constitution. .

“If we allow the constitutional negotia-

tions to he bedevilled by redistribution - ..

issues; the risk of failure is likely to be
much higher,” Sacob says.

“It may be necessary to establish a mon-

g {180 }eress made with the programme of sociai

upliftment,” the chamber says. |
Political stability will be achieved only

with a strong but limited government, su- -

accord

itoring commission which will reportona
regular basis to Pdrliament on the. oro-: -

| in the negotiation process.
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premacy of the rule of law and .a bill of
rights which safeguards inalienable rights
and freedoms, Sacob argues.

The constitution bad to guard against an
excessive concentration of political power
by supporting maxzimum devolution of
power and “alarm bell procedures” which
subjected all legislation to public scruiny.

The new constitution had to be based on
a market economy, gua.:lanteglggt-the law
of persons, pro and contrac

‘%eacub Stgndgefg a system of constitu-
tional government which permits econom-
ic freedom and a private enterprise ethic,”

O From Page 1

Sacob says.
The independence of the Reserve Bank

must be secured to prevent economic mis-
management and excessive inflation, the
report sas. As such, the main purpose of the
Bank had to be to protect the purchasing

power of the counlry.
The problem of SA’s rising tax burden

should be approached by gaining CONSEnsus

among the negotiating parties about the
need to entrench some constraint on gov-

ernment taxation.
@ Picture: Page 4
@ Sae Page 8
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TWO- former - homeland ministers,
Epos. Mahuza and Oscar Dhlumn
have been appointed to the board of

Angluvaal with immediate effect, the -

gmup annuunced yesterday..>

The. move follows: their appmnt- "

ment to the board of Standard Bank
in April and Mabuza’s appointment to
the board of Times Media Lmuted
(TML) at the beginning of June.
Mabuza was chief minister of Ka-
Ngwane" until - his resigpation in

March. O102Y |3 ()

Dhiomo is executive chairman of

racy which he founded earlier this
I year. It followed his resignation as
secretary-general of  Inkatha and

KwaZulu minister of edueation and

culture in June last year.

Mabuza, who is out of the country
‘at present, said at the time of his
appointment to TML that he hoped he

in the changing SA. o

Anglovaal chairman. Basﬂ Hersov
said last night it-was “exfremely si g
nificant”’ that two leading people in
the community at large kad been ap-
pointed to the hnard

| could help the company bE r 915‘*’3“?5

the Institute for Multi-Party Democ-

—— -
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MICHAEL HUNT

=2 Michoel Hunt runs an
'- .:f: anglnaaring design
%2 consultancy and heads
X% the design division of
S a3 the SA Instlifution of
g5 okl Mechaonical Engineers.
£ Ho chairs o seven-per-
“3i\) son committee of in-
A X dustry ond research
officials thot will re-
port by the end of the year on what obstacles
should he removed und what steps can be
fuken fo pramoie local design,

Few issues are more important to SA’s eco-
nomic future than design, but few are as
consistently overlooked. -

The manufacturing sector is generally ac-
knowledged as our main hope for providing

the employment growth needed for the coun- -

try’s prosperity. But the ghost of our colonial
heritage still causes many of our industrial
decision-makers to believe that design, the
essential ingredient in manufacture, is some-
thing that can be done only overseas. Thus
local industry prefers to manufacture under
licence or under the direction of a foreign
company. The result: SA spends more than
R500m a year on overseas licences and roy-
alties.

Maybe this is considered just what the
doctor ordered, getting overseas technology
straight into our factories. However, as with
many medicines, the symptoms are covered
up, and the side effects can be severe, even
fatal. Manufacturing under licence automa-

tically means a time lag before the latest -

designs are implemented. And licensing
agreements usually stifle local development

and restrict the right to export.

* In this climate, we will never develop our
design skills. Qualified young engineers and
technicians are generally discouraged from
becoming involved with design (“we mustn’t
try to re-invent the wheel, you know™).
Shunted into maintenance and well-paid ad-
ministrative posts, they bypass their true
vocation, thus depriving the country of their
professional skills, The result is that it is
widely believed that we cannot design or
redesign anything locally (except for the few
genuinely entrepreneurial firms and some of

- the defence projects).

However, the reasons behind this inferior-
ity complex have largely disappeared. With
the vast progress in design technology over
the last few years, relatively small firms can
now afford to enter the design field and
compete on both home and world markets.
The vast teams of draftsmen and analysts
have gwcn way to handfuls of demgners
operating computers.

And exports must be a goal of all local
manufacturing, whether or not the design is
local. The excuse that the local market is too
small to justify local design and development
is as discredited as the notion that industry
should aim only at import replacement.

But how can SA become a major exporter
of manufactured products?

We must overcome our inferiority com-
plex about design, and we should nurture
design as the key to success that it can be.
The Japanese say their manufacturing suc-
cess 1s directly dependent on the speed that
design changes can be introduced into the
finished products.

If we buy technology, we must ensure that

IN MY OPIHION

oA wdbbal G ) (g0

it will benefit exports. The Japanese actually
spend more monéy on importing technology
than on exporting it — but they use it in the
products they export.

We must aim to extract our overseas tech-
nology from early in the production process,
when it is cheaper, more adaptable and more
current than the licensed technology that
comes towards the end of the process. It may
gven cost mothing at all: Great industrial
successes often come from copying other
ideas and improving on them.

Several local companies have succeeded
by using local design as a springboard. Ex-
port Award winner Bell Equipment in Rich-
ards Bay exports 45% of its products, which
are all designed locally (Business & Techno-
logy March 29). The company attributes its
phenomenal growth to the competitiveness
afforded by its policy on local design.

Ermelo-based Celair is the world leader
with its fully aerobatic glider, the Celstar,
which has received exclusively overseas or-
ders so far. But, despite the product’s com-
plexity, members of the company’s in-house
design team can be counted on one hand.

SA-designed swimming pool cleaners sell
throughout the world. There are even local
design firms that sell their design skills to
overseas manufacturers. Pentragraph in
Sandton does design work under contract for
several major international companies, in-
cluding Mercedes in Germany.

It has been all too easy for us to export our
unbeneficiated raw materials. Reliance on
such a policy will be economic suicide in the
years ahead. We have no choice but to ex-
pand dramatically our export of manufac-
tured products — by design.

70 + FINANCIAL MAIL » JUNE « 14 « 1991
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LEADING ARTICLES

BUSINESS AND VIOLENCE

A ANRCS |

CAUGHT IN 'I'HE CROSSFIRE

LOCAL PEACE FORUMS ARE IMPORTANT IN RESTORING ECONOMIC LIFE

Yiolence in the Pretor-
1a-Witwatersrand-
Vereeniging area has
sharply affected per-
ceptions of the na-
tion’s economic well-
being. 1t followed
what has happened —
and is happening — in
Natal.

The violence in Natal has led to investors
shying away from the area, and the entire
regional economy is suffering. Spin-off ef-
fects include consumer boycotts, strikes and
stayaways — and industrial violence has
become more commonplace too, with high
death tolls in some strikes.

The Innes Labour Brief reports that in the
first half of this year violence in the Trans-

.vaal cost the economy some R3ban. This in-

cludes the deaths of 1800 people, the de-
struction of about 2 000 shops and factories,
expenditure on security forces and the cost in
lost production of natmnal and reglunal
stayaways.

Businessmen often find themselves in the
middie of the conflict, and how they react
and the strategies they choose will influence
the climate in which they will have to operate
in future. How have they been coping so far?

In Natal, businessmen have been involved
in mediating between warring factions —
and trying to address the socic-economic
problems that underlie the violence — for at

{a. o \‘o\a\\ :
| Empl‘ﬁﬁﬁ "wha are fac&d wﬂh vmlant;e n
the workplace should consider ‘certain

-guidelines in dealing with it. They are oot ™
-hard-and-fast rules, but emerge from the

«-4,

“hu -h-';!"'...-e_-_'ﬂ_._g
l.

experience of businessmen in canﬂict Sit- h-,m e

‘uations, particularly in Natal,

least two years. Their involvement has in-
creased worker loyalty and productivity at
companies that have shown concern.

John Hall, an executive director of Barlow
Rand and president of the SA Chamber of
Business, notes that unless violence is dealt
with, attempts to confront socio-economic
problems are doomed.

“Housing in poor black areas often doesn’t
get under way because of theft and vio-
lence,” says Hall. “If the whole community
(including whites) gets involved in achlevmg
peace, leading to stability and the restoration
of building projects, the whole mini-economy
benefits. In many areas, one finds business
gettmg involved with church leaders, trade
union and community leaders.”

Hall, who is also chairman of Mlddﬂlburg
Steel & Alloys, has direct experience of such
a process. Last year, he says, “we virtually
had Beirut in Mzddelburg There were a
hundred Casspirs in the township. Rioting
mobs were moving out of the townships to-
ward white areas. Large and smail traders
were suffering. Emplaye:es had problems get-
ting to work. The tension had an impact on
wurkplace productivity.”

Middelburg Steel realised it had to get all
cﬂmmunity teaders together, including Con-
servative Party town councillors, church
leaders, police and comrades.

“It wasn’t simple,” Hall recails. “The
catalyst was when the town council threat-

~ened to switch off lights and water to the

1—‘.
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&{?’SEHiatﬁ’E:S can all be drawn together on a
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_-i’;‘:wspeclf' ¢ day and time - "which could

f Jbﬂfﬂrehand S
| The police have to bc brﬂught into thB
iAo fﬂruu,;, and laison : structur&s e;stabhshed

Jnvclva consxderabie shutﬂe dlplumacy

- Talk to the workers thmugh theu: e With them, :;-;LLE;:;-“*H R

elected representatives, such as shop ste-

‘wards, to establish whether or not the * B tha forum — dnd ‘they should be pecple
ne w;th whum workers would feel frae tﬂ go
ﬁf““““”“ta with their problems; =~ =™ o
Establish what, if anything, is Mg o w) The youth need to be brought i into the =

work force wants management to bmm&
involved, and if so, to what extent,

!h,i

N Staff memhers need tn be mvulved in’
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done by local businessmen’s forums such 7 forum wiuch is one way of craanng wark

‘as the chambers of commerce and mdus-
try. If they are not doing anything of ~
much use, consult fellow businessmen _:

| peace” forumy, s YIRS
0 Once such a forum has b&en &stab-

lished, try to discover the origins cf the’ _:

-
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Imtzal help may mvulve the dlstnbu-

. ’.., tion of food and blankets, and should be -
. -about estabhshmg_ a medlatlng sr'_;‘:’“ done thmugh neutral bodies such as

- Hwhu}—'\r

i -church _Organisations;

EJ 'I'he building of Iargé ;.s'.:fucturﬁs such. A

,.as new local “authority offices can be

violence. Cﬂmmumty leaders from affect- -'M . cﬂuuterpmductwe schemes that bring in-

ed communities, church leaders, unionists
anti mumclpal or Ic:-cal authenty repre-

-|1-"

frastructural Improvements to areas such
< as water supphes sewage and garbage

: ~aggression. This could include refocation;

township. Tensions were running high.”

Middelburg Steel's immediate response
was to pay off the township’s R350 000 ser-
vices arrears bill. “Initially it was shuttle
diplomacy,” Hall says, “before a forum was
formed under urgent circumstances.” It took
just under a week to establish this forum, but
the entire community, black and white, con-
servative and Ieftwing, reali<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>