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Report of The Small Cane Growers’ Financial Aid Fund (1974/75) —
a new approach to development



FOREWORD

The South African Sugar Association has accepted for some time that it has a
special responsibility to its developing members. These are almost ail Zulu,
Indian and Mangete growers. After thought and discussion, the Association
established a Trust Fund of R5 million to assist these farmers and this is named
The Small Cane Growers’ Financial Aid Fund.

The Fund’s development programme was planned in consultation with the
Government of KwaZulu and the Natal Indian and the Mangete Cane
Growers’ Associations. Its emphasis is on education supplemented by the
provision of low-interest credit. 1t is in harmony with the developing farmers’
needs and expectations.

As this programme is a new approach to development in Southern Africa, the
Small Cane Growers’ financial Aid Fund Committee agreed to publish the
Fund’s first annual report, for restricted circulation, in the belief that it would
be of interest to students and institutions who are especially concerned with
the development of rural communities. The report defines the Fund’s
philosophy and its objectives and these will no doubt also be of interest to
other development agencies.

AA. LLOYD
Chairman
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ESTABLISHMENT OF THE FUND

This is the first annual report of The Small Cane Growers’ Financial Aid Fund
and it is consequently necessary to record briefly why and how the Fund was
established and what it has achieved during the past year.

For some time the South African Sugar Association has recognised that it has a

special obligation to its developing members and in 1972, on the recommenda-

tion of its Planning and Development Committee, the Association resolved to
create a trust fund of R5 million to assist small cane growers to develop their ef-
ficiency and productivity.

The Fund was established on 30 April, 1973, in terms of Clause 72 (2) of the

Sugar Industry Agreement, 1943 (as amended) which reads:

#72(2)(a) There shall be established a fund of five miilion rand (R5 000 000) to
be deducted from the proceeds of the 1972/73 crop and to be known
as ‘The Small Cane Growers’ Financial Aid Fund’ for the purpose of
assisting those growers who may be eligible as determined by the
Sugar Association from time to time in consultation with the Minister,

{b) The Fund shall be administered by the Sugar Association in
accordance with rules approved by the Minister.”

The Minister of Economic Affairs approved of the administrative rules on 27
September, 1974. These rules prescribe, inter alia, that the operation of the
Fund shall be vested in the Council of the South African Sugar Association and
that its administration shall be controlled by a standing committee appointed
by the Council.

The Fund is administered by The Small Cane Growers’ Affairs Department of
the Sugar Association. The Manager and the Secretary were appointed on the

PART ONE

1 January, 1974, and 1 March, 1974, respectively.

Paragraph 5 of the preamble to the administrative rules reads:
“It is envisaged that ultimately the Fund will ensure maximum benefit
for the developing sections of the Sugar Industry and the creation of
improved living standards, opportunities for training, and the assumption
of full responsibility for the management of their own affairs at the earliest
opportunity.”

The Fund is thus not simply a provider of monetary aid: it is essentially a
development agency. Development is concerned with people — with im-
proving the quality of life — and the Fund’s primary aims are to raise the
productivity of small cane growers and to promote their economic advance-
ment so that as self-reliant members of the community they may lead richer
and more satisfying lives.

The terms “developing sections” and “small cane grower” are inexact ex-
pressions and it was necessary for the Association to state in precise terms
whom the fund would assist. It decided that the money should be used to
benefit small cane growers and it defined a small cane grower as one whose
average deliveries to a mill over the previous two seasons have not exceeded
1000 metric tons of cane and who has no access to credit facilities offered
through commercial banks or other sources.

The Association also resolved that the Fund should be operated as a revolving
credit. It consequently has an obligation to recover loans granted to growers. In
other words, although the Fund is a non-profit organisation, financial assistance
to individuals is made available on a loan basis only and interest and redemp-
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PART TWO

EDUCATION AND EXTENSION SERVICES

On the 25 March, 1974, a meeting was held with the Executive Councillor for
Agriculture and Forestry of the KwaZulu Government, with officials of his
Department and with the members of the KwaZulu Committees, At this
meeting the Chairman of the Standing Committee explained the objects of
the Fund and the manner in which it would be administered. On the follow-
ing day a similar meeting was held with the President and the Secretary of the
Natal Indian Cane Growers’ Association, with the President and the Secretary of
the Mangete Cane Growers’ Association and with the members of the Indian
and the Mangete committees. The Chairman’s statements were also publicised
as news items over the radio and in the press. These meetings launched the
Fund and it was from this time that it became actively operational.

In the past small growers had experienced difficulty in obtaining assistance. The
establishment of the Fund now gave them access to low interest credit. An im-
portant consequence of these meetings and of the publicity accorded the Fund
was the increased interest of the small growers and their increased expec-
tations. Between the 1 May, 1974, and the 30 April, 1975, three hundred and
seventy-three applications for financial assistance were approved by mill group
local committees on behalf of the Fund. A statement which reflects the loans
granted by the Fund in the area of each mill group local committee is shown in
table “1°".

Development is, of course, much more than the process of providing monetary
aid. Financial assistance is of short-term value, whereas knowledge and skills
are of permanent benefit. If small growers are to respond to the new oppor-
tunities, they require a higher level of training and agricultural knowledge. The
Association recognised from the outset that extension services are an essential
complement to financial assistance and in consultation with the KwaZulu
Government it resolved to construct three farmers’ centres in KwaZulu where
farmers’ days, seminars, courses and refresher-courses in sugarcane husbandry
and agriculture, bockkeeping and the economics of agriculture, instruction in
the servicing and maintenance of tractors and farm equipment, and so on, will
be held. The KwaZulu Government has appointed fifty Zulu extension officers
to the KwaZulu cane belt and it is intended that they will accompany their cane
farmers to the centres and that they will thereafter carry out the “follow-up”
work which is so important.

Educational programmes should be for the whole family. It would be wrong to
neglect the farmers’ wives and, whenever possible, appropriate courses will be
offered to them: one thinks immediately of home economics, child care,
music, arts and crafts, and family relations.

The construction of the three farmers’ centres commenced during the year at
an estimated cost of R600 000. They will be donated by the Association to the
Government of KwaZulu which will staff, administer and maintain them. It is
not improbable that the centres will even provide a suitable venue for con-
ferences of non-agricultural organisations and for meetings with officials, and
that they will become community centres in addition to their primary function
as the centres of gravity of the agricultural sector.

On 1 September, 1974, the Fund appointed Mr K. Govindasamy, an Agricultural
Assistant in the Agronomy Department of the Experiment Station, as its first In-
dian Extension Officer to work amongst the Indian sugarcane growers.

For the Indian and the Mangete small cane growers, the Fund has also in-
troduced a mobile extension service which will visit each community in its own
area.

The Mangete cane growers resolved to build a community centre in their own
area and have offered to make this available for farmers’ days, seminars and
courses in sugarcane husbandry. This was a factor which the Association took
into consideration when it made a cash donation to assist the Mangete people
in defraying the cost of the centre.

Provision was made in the Fund’s estimates of expenditure for the year for
study/travel grants to a Zulu leader and KwaZulu civil servants with leadership
potential to visit an African state and/or an overseas country to study what is
being done elsewhere for the development of rural communities. Chief 5.0.
Sithole, Executive Councillor for Agriculture and Forestry in the KwaZulu
Government, has accepted the Fund’s offer of a grant for himself and selected
civil servants from his Department with gratitude. However, due to the Ex-
ecutive Councillor's official commitments, the study tour has been postponed
to the next financial year. It is, of course, intended to make similar study grants,
available to potential leaders from the Indian and from the Mangete small
growers.
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OBSTACLES TO DEVELOPMENT

Table “2” reflects the productivity of Zulu, Indian and Mangete growers for the
year ended 30 April, 1975,

TABLE 2
No. of Extent of Tons cane { Average Percentage
registered | their farm | delivered. { yield per | of growers
growers. lands in hectare who deli-
hectares. 1974/75 in tans. vered cane
season. to mills.
Zulu 4741 17 048 418 784 24,6 74%
*|ndian 1841 26 028,5 913 600 35,1 84,7%
Mangete 57 1 355 29 968 221 77%

* (N.B. Some of the Indian farmers are not “‘small cane growers’’ as defined in the rules.)

The industrial average yield per hectare for the same period was almost twice
that of the Zulu farmers and more than twice that of the Mangete growers. It is
apparent, therefore, that the Zulu, the Mangete and — to a lesser extent — the
Indfan small growers have problems and that these are probably more complex
than a lack of motivation and education and the absence of low interest credit.

Inflation has been a severe burden. In commen with other sectors, the Fund
and small growers have suffered from spiralling costs. When the Fund was es-
tablished financial aid to individuals was limited to loans of three hundred rand
per hectare for new development and to one hundred and six rand per hectare
in the case of existing canelands. These amounts were based upon 1972/73 costs
and upon the estimated extent of land to be developed and to be re-
established. It was not long before the 1972/73 figures became unrealistic and
the standing committee permitted an increase of ten per cent on the prescrib-
ed amounts.

In November, 1974, the Committee was again obliged to review the position
and it then gave the following directive:—
“(a) The distinction between ‘re-establishment costs’ and ‘costs of new
development’ as a basis for the provision of different rates of
monetary aid, is withdrawn;

(b) mill group local committees are authorised to grant loans to applicants
who qualify therefor up to a maximum of R440 per hectare
for the purpose of new sugarcane development or for the purpose of re-
establishing canelands;

PART THREE

{c) in respect of sugarcane lands on which there are standing crops, a loan
which may be referred to as a ‘ratoon management loan’ and
which may not exceed R150 per hectare, may be granted in the discretion
of mill group local committees to qualified applicants but subject to the
conditions that {i) no such loan may be approved unless and untif any
previous fertiliser or herbicide loan {including a fertiliser or herbicide loan
granted by a mill) has been repaid in full, and (ii) such loan shall be repaid
in full from the proceeds of the following crop;

{(d) an applicant who receives 2 loan under paragraph (b) shall not
qualify for a loan under paragraph ic) and vice versa in respect of the same
land; and

(e) the total allocations to mill group local committees may not be
exceeded. In other words, the principle of ‘first come, first served’ shall be
adopted and when the authorised allocation to a mill group local com-
mittee is expended, no further loans may be authorised by it without the
Committee’s approval.”

The Standing Committee was, of course, influenced by the fact that a
higher cane price 'would off-set the burden of the increased repayments.

On 15 April, 1975, the Committee again reviewed the situation because of the
exceptionally high increases in the prices of fertilisers and herbicides. It then
authorised a further increase in loans up to a maximum of R550 per hectare for
new development or for the purpose of re-estabiishing canelands, but made
this authority conditional upon a proportionate increase in the price paid for
cane delivered to a mill.

In KwaZulu the Fund only operates with the knowledge and approval of the
KwaZulu Department of Agriculture and Forestry. This Department prescribes
which areas of the Homeland are to be used for new sugarcane development
and it has agreed to construct and to bear the costs of necessary soil conserva-
tion works, contour banks and access roads. During.this year the KwaZulu
Department of Agriculture and Forestry has built 374,76 kilometres of contour
banks and 135,22 kilometres of access and crest roads in new cane-growing
areas, :

Apart from high development costs, the absence of low-interest credit and the
low level of applied technology, the Zuiu small grower had to contend with an
inadeguate infrastructure. In such circumstances a solution may well lie in a
form of co-operative action. The KwaZulu Department of Agriculture, with the
promise of support from the Fund, has encouraged groups of farmers and
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DEVELOPMENT POTENTIAL

In Part Three of this report some of the obstacles to the development of small
growers have been described. This has been necessary so that the report may
reflect the situation with accuracy. However, this is not intended to convey the
impression that the Fund is despondent about the future. On the contrary, the
Fund is confident that its objectives are attainable. But quick and dramatic
solutions should not be expected. The development of the small farmer is a
slow but progressive process.

in KwaZulu, while the Fund’s assistance is important to the individual small
cane grower personally, it is also significant in terms of the contribution it can
make to the economic development of KwaZulu. The value of the 1972/73
KwaZulu crop of sugarcane delivered to mills was R2,4 million. The value of the
1973/74 crop delivered by Zulu growers was R2,7 million. For the 1974/75
season Zulu growers received R3,8 million. It is not difficult to estimate to what
extent efficient farming methods and services would have increased these
amounts. Although there are problems, there is a great potential. Table 3 is a
schedule of land in KwaZulu which is highly suitable for sugarcane develop-
ment. Figure “A"” is a sketch map of the cane belt indicating the situation of
these areas and their distance from the nearest mill.

The development programme for the R5 million Financial Aid Fund on the basis
of loans to individuals (including approved farmers’ associations and co-

PART FOUR

operatives) supplemented by those extension services and educational facilities
authorised by the Committee, is moving in the right direction and it is impor-
tant that it should not lose its impetus. This programme, which has now become
known as Phase One, cannot result in instantaneous improvement in produc-
tivity: it takes time for the processes to take root and to produce results.

Phase Two has been devised to make a realistic contribution to the economic
development of KwaZulu within a comparatively short time. 1t is a programme
for the establishment of agricultural settlements of full-time cane farmers on
large, sparsely populated tracts of land in KwaZulu. The Sugar Industry
Development Fund will finance this programme by the provision of up to R5
million, drawn as development proceeds. Expenditure will be recouped from
the proceeds of cane sales and will be refunded to the Development Fund. The
proposals for Phase Two development have been discussed with the KwaZulu
Government and are acceptable to that Government in principle. However, the
development details and the areas to be developed may have to be varied, and
by agreement, an ad hoc committee was appointed to investigate these aspects
and “to report back.” The ad hoc committee comprises the Assistant Director
of the KwaZulu Department of Agriculture and Forestry, the Chief Professional
Officer (Planning) and the Chief Professional Officer (Extension) of that Depart-
ment and the Manager and the Secretary of the Small Cane Growers’ Af-
fairs Department of the South African Sugar Association.
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TABLE 3

KWAZULU SUGAR POTENTIAL

Approxi-
mate
Potential Distance to
Area Hectares Mmill Mill in km
Z.5.M.
Reserve 5 9 000 or Rail
Felixton
Melmoth
Reserve 11 1500 Amatikulu 60
Reserve 7b 1100 Felixton Rail
Reserve 9 7 250 Amatikulu 15
Entumeni 3000 Entumeni 1
Inyoni 100
Amatikulu 11 - 15
Sitebe 100
Reserve 8 5 800 Amatikulu
or 11 - 15
Darnall
Maqumbi 1300 Darnall 15
Mapumulo 750 Darnall 22
Ozwatini 500 Tongaat 32
Icibini 1 400 Union 37

Approxi-
mate

Potential Distance to
Area Hectares Mill Mill in km
Ndwedwe 5 800 Tongaat 22 - 30
Ogunjini 300 Natal

Estates 21
Tutuga 3000 Jaagbaan 21
Inanda Natal
Plateau 750 Estates 34
Umbum-
bulu 3500 {llovo 24
Imfume 820 lllovo 13 -16
Indududu 800 Sezela 24 to
Renishaw
Umtwa-
lumi 1000 Sezela 19
Isipofu 2 200 Sezela 19
Otterburn 150 Umzimkulu 32
Xolo Area 800 Umzimkulu 43
Maringa
Flats 700 Umzimkuiu 48
TOTAL: 51620
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PAST PERFORMANCE OF CANE GROWERS

ANNEX ONE

ZULU
Number of Growers who delivered and tonnage of cane
Number of Average per

Crop Year Growers Tonnage grower
1970/71 3374 275 479 82
1971/72 3377 418 593 124
1972/73 3455 407 055 118
1973/74 3328 367 047 110
1974/75 3 561 418 784 118

5 year

average 110

Total quota growers as at 1 May, 1975 — 4 741

INDIAN
Number of Growers who delivered and tonnage of cane
Number of Average per

Crop Year Growers Tonnage grower
1970/71 1621 619 654 382
1971/72 1638 1 050 798 642
1972/73 1581 902 688 571
1973/74 1 540 838 100 544
1974/75 1 560 913 600 586

5 year

average 545

Total quota growers as at 1 May, 1975 — 1 844
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The commitments of The Small Cane Growers’ Financial Aid Fund as at

30 April, 1975, were as follows:—

Loans: Zulus
Indians
Mangete

Farmers’ Centres
Moaobile unit {Indian extension service)
Travel grants

387 894
5 440
45030

447 364

600 000

12920

20 000

1080 284

ANNEX THREE

Of the commitments the following funds had been advanced by the
30 April, 1975:—

Loans: Zulus 163 191
Indian 3946
Mangete 7 531
174 668
Farmers” Centres 137 771
Mobile unit {Indian extension service) 4328
316 767
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Detente of course, has been a keystone in the Nixon forelgn pollcy, not as an

-3

end in itself, but as a way- station on the path to the structure of peace he en-

visions for the latter part of this century.

Peace requires internatmnal order, the Pres1dent believes and a recognition
by all nations that each has a stake in preservmg it. The Pre51dent has worked

for years to bring this vision to fruition.

Mr. Nixon's Mideast journey will take him to Egypt, Syria, Israel and Jordan.
The first aim is to revive U.S. relations with tne Arab nations of the area so as
to place the United States in a position to play a role in assisting in the search

for, first disengagement, then, hopefully, permanent peace.

In the last seven months significant steps have been taken which have improved
the climate of trust in U.S. reiiability among nations of the area. Wasnington
~and Cairo, for example, have resumed diplomatic relations, and Syria and the

United States have agreed to seek rapid improvement in their relations

Mr. Nixon's trip will be an effort to solidify the gains already made and to dis-
cuss methods of assurmg the most effective use of the momentum toward peace
thus generated. I-Ie wants to confirm personally his dedicatlon to carrying

forward the positive trend of U.S. relations with all Mideast nations

Mr, Nixon brought to his Presidency a well-ordered grasp of world realities,
much of it drawn from his extenswe study and travels as Vice President and
private citizen. To meet and establish friendships with leaders and potential
leaders of other lands and to promote goodwill was his principal aS‘signment as
Vice President under President Eisenhower from 1953 to 1961.

‘Ksked in his 1968 Presidential camp'aign to describe his foreign policy phiio-
sophy, Mr. Nixon replied, "You might say I'm a 'whole worldér'; teo many

people have béen 'halfiworlders'. Some have been able to see the danger

N
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in Asia but not in Europe, and others have been able to see the danger in Europe

but not in Asia. What we've got to see is the whole world."

His Administration has tempered American idealism with a realistic view of the

change in international conditions since the end of World War Two.

" "We must be ldealists about the goals we seek,” he las said, "but realists
about the means of reaching those goals. We must be realists about what is
necessary, and also about the limits of the possible -- about the -7 it to which
our resources can be stretched, and about what our power can accomplish."

AFTER THE SUGAR SHOCK, WIIAT COMES NEXT ?
by John Holway

Washington, June 7 - Americans have always had a sweet tooth. And they
take their sweets seriousiy. The revolution of 1776 was partly a protest against

the high Dritish tariff on imported molasses.

On Jure 5, 1974 a coalition of consumers and food industry representatives
carried out anothg;ﬁ revolution in the House of Representatives. In one surpris~
inglyl sudden ?’.t.qu‘:?' they voied to wipe out the 40-year-old Sugar Act, sending
shock waves arol_und the world, where 34 nations grow sugar for the lucrative

3,000-million dollar U.S5, market.
oo ' )
Ag the shock slowly wears off, thouch, some observers are saying the House

action could be a blessing in disguise for all.
Here's why:

The law was first enacted in 1934 in the midst of a depression plus a huge over-
supply that had driven farmers' prices down to a few pennies a pound. The
market was divided up and quotas assigned to both domestic and for~ign sup-
pliers. The breakdown is about 50-50 today. Domestic suppliers were further

paid a subsidy .or agreeing to limit their production. By regulating supply,
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prices could be held: substantially above the .World level, making U .5. quotas
highly prized by producers. around. the world.

.The Act was supposed to be temporary, put it has heen renewed again and again
even though today demand has far outraged supply and prices have skyrocketed.
Oppéneits of this system objected to paying a sibsidy t6 U.S. growers even
though -‘ﬁf{des were more than 15 timies those of-a few years &go, and more than

double the price objective 18id ddwn by the Act itself.

A month ago I'didn't think we had & 'prayer," sdaid Congressman Paul Findley,
one of the ‘oppdsition leadérs, or thie eve of the floor debate. . “Butithere is'a

strong mood now against lagislating higher food prices.”

" Not "o'nlj"(’ were housewives chafing at the prices. The big industrial users
foods | candy; soft drinks - saw thelr profit margins squeezed. "Our people

" 'would rathéf téke their chances with & free market,” one of them told newsmen.
Increasingly also, they were turning away from sugar and toward lower piiced

corn as a sweetener.

" The sugar program is "unwise and outdated," Mr. Pindley and his colleagues
charged; It "has not kept'prices from running wild. On thé contrary; by
.providing some foreign nations with privileged and arbitrary access to the U.S.
market, it is regponsible for the volatile world price of sugar, " Meanwhile,
_domestic quotas "go.unfilled as domestic producers turn to more profitable

craps...-

P

Unless the Senate resurrects the bill and the Hougé reverses itself’~~ an unlikely
oombination of possibilities -~ the Sugag, Act will at last: ﬁxp-i,r,e -next_Ne.W.Year's
eve . After that the huge U S market W111 be thrown open to those producers .

here and abroad ‘who can offer the best sugar at the best pI‘lCe

LS [ . Eh g

Some authorities say the United States will probably greatly increase its imports
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from abroad. Professor D, Gale Johnson of the University of Chicago says
imp;orts could leap from five million tons a yea'r to ten million. That's more than

the total exports of all 34 countries who now sell to the U.S. market.

- Bbove all, foreigh sugar refineries will benefit. Under the law, the inefficient
U.S . refining industry was closely protected. - Thus Brazil, which has an ef-
ficient refining system, -had to cut. the process short in order to sell unrefined
sugar'here. Now it can complete the refining process and reap additional

profits. The same is true for many developirig nations.

Most sugar that moves in world trade comes under one of several "special ar-
rangements': the U.S. quota system, the Soviet-Cuba agreement, the Common-

wealth agreement, and the Gommon Market's common agricultural policy.

The Commonwealth sugar agreement is also due to expire at the end of this year
when Britain comes under the Common Market's commen agricultural policy.
‘Many European growers are eager to replace Gommonwealth countries as az;ppliers

of sugar to Britain..

It's a surprise to learn that Europe is the largest producer of sugar in the world.
At the same time, says Dr. Johnson, /'they are as inefficient as we are."” Pro-

tection of the European sugar industry goes back to the days of Napoleon.

“The United States action, Dr. Johnson bélieves, will encourage the developing
nations to increasé their pressure on the common fmarket t6 také a similar step
and ‘open its doors to them. They may find an ally in this campaign in the person

of the European consumer, who is just as anxious as the American housewife

i 1o hold her family budget down..

CBLACK BUSINESSES IN U.S. GREW VIGOROUSLY IN 1973

'New York Iune 6 - Desplte problems that plagued the U, S economy in 1973,

including the 011 CI‘lSlS ' soaring interest rates and wage and price controls, many
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[DIE beweging van die suikerprys op die Londense vryemark in die
laaste paar maande het selfs die mees optimistiese verwagtings

Vroesr vandeesmaand is 'n viak van £400 per ton behaal en die aanduidings
is dat ' prys van £500 per ton vroeg in 1975 binne bereik is. Die hog pryse wat
tans bed'fng word, is te wyte oan ‘n onewewig tussen wéreldvraeg en agnbod.

Na raming beloop die wé-
reldvraag meer as 82 mil-
joen ton terwyl produksie
van beswaarlik 80 miljcen
ton verwag word. Verder is
voorraadposisies uiters laag,
aangesien tekorte in 'n min-
dere of meerdere mate reeds

die afgelope vier jaar ervaar

word.

Hierdie skerp opswaai in
die vryemarkprys kom op 'n
baie geleé tydstip vir Suid-
Afrikaanse produsente. Voor-
uit-kontrakte vir die verkoop
van 'n  gedeeite van die
1974/75-produksie word nou
afgesluit teen pryse wat ver-
band hou met die vryemark-
prys. Verder gaan 'n hoér

' produksie in fisieke terme

die swikerbedryf in staat stel
om die maksimum-voordeel

© uit die hogr pryse te put.

Rekord-oes

Woordvoerders in die
suikerbedryf skat die pro-
duksie vir die huidige sei-
soen op 'n selfs hoér vlak as
die rekordoes van 19 mil-
joen ton wat in 1972/73 be-
haal is. Goeie reéns in die
suikerproduserende gebiede
behoort die bedryf in staat
te stel om 'n produksiesyfer
van 2 miljeen ton te behaal.

Aangesien 'n skerp toe-
name in die plaaslike vraag

ondervind word, sal 'n aan-
sienlike gedeelte van die
produksie egter opsygesit
moet word voordat uitvoer-
kontrakte  afgesluit kan
word. In die huidige tye van
uiters aantreklike uitvoer-
markte is die voorsiening in
die plaaslike vraag teen 'n
prys van R123 per ton let-
wat van ’n remskoen op die
winsgewendheid van die be-
dryf.

Voordele

In 1973/74 het die binne-
landse vraag met meer as
70 000 ton (7,9 persent) toe-
geneem tot 980000 ton, waf
tot gevolg gehad het dat
slegs 750 000 ton vir uitvoer
beskikbaar was, Indien 'n
soorigelyke .. .toename in

P E R IR '
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1.binnelandse vraag in die

huidige boekjaar aanvaar
word, sal sowat 1050000
ton plaaslik verkoop word
en 950000 ton vir uitvoer
beskikbaar wees,

Hoewel 'n gedeelte hier-
van seker vroeér in die jaar
teen laer pryse vooruit ver-
koop is, is dit redelik om te
aanvaar dat 'n gemiddelde
prys van sowat £200 (R320)
per ton beding is.' Dit sal 'n
uitvoerverdienste van R304
miljoen vergeleke met R105
miljoen vir 1973/74 beteken.
Die direkte voordele van
die aansienlike verbetering
sal
wees vir die land se beta-
lingsbalans.

Suikerprodusente se wins-
te sal egter nie 'n dienoot-
eenkomstige styging toon
nie aangesien-’'n groot ge-
deelte van dié addisionele
verdienste  oorgedra  sal
word na die prysstabilisasie-
fonds. .

Hierdie fonds het aan die
einde van die 1973/74-boek-
jaar op R34 miljoen gestaan.
Bydraes in die huidige boek-
jaar behoort hierdie bedrag
op te stoot tot ongeveer R100
miljoen. Kostestygings sal
verder 'n groot hap neem uit
dié verwagte hoér verdiens-
tes. ;

Hee dit ook al; sy, winste

jvan suikerprodusente he-

van wesenlike belang |

T et s

VIR

hoort 'n stewige styging te
toon, veral aangesien hogr
vitvoerverdienste 'n agter-
skot van ten minste 20 per-
sent moontlik sal maak.
Toenames in winste in die
orde van sowat 30 persent
behoort deur die gemiddelde
produsent getoon te word.

Fluktuasies

Die hoé vlak van die sta-
bilisasiefonds sal die bedryf
in moeilike tye goed te pas
kom. Wéreldtekorte het ont-
staan as gevolg van swak
geste in Kuba en Brasilié en
'n misoes wat die Europese
suikerbeetproduksie aanbe-
tref. 'n Ommeswaai in ‘hier-
die toestand van sake sal
onvermydelik die een of an-
der tyd in die toekoms 'plaas-
vind en wéreldsurplusse tol
gevolg he.

By die gebrek aan 'n in-
ternasionale  suikerporeen-
koms, soos dit tot 1973 bhe-
staan het, kan hewige prys-
dalings ondervind word. Die
suikerbedryf is klimaatsge-
bonde, wat hom onderhewig
maak aan kwaai fluktuasies.
'n Stewige stabilisasiefonds
sal in die toekoms groter
stabiliteit in winste verseker.
Uit die oogpunt van beleg-
gers word die riskante aard
van die suikerbedryf . dus
grootliks uit die weg geruim.
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It will require at least R50m to produce an additional 100 000 tons
fsugar. On present returns, we can't do it.”

e FM recently talked to SA sugar

lustry lcaders Anson Lioyd, Bruce

arris and John Chance, wearing their
's as chairmen of the Sugar Millers,
2ar Association and Cane Growers
ranisations respectively,
The discussion covered the whole
:ctrum of the industry, Here are some
'nters to its long-terin thinking,
1: With the high rote of world sugar
usemption, and u booming local
rket, what is the industry doing to
et the growth in demand?
ael: Let’s say first that we tried to do
»y exhortation — without much
cess. A couple of years ago we also
t as an industry that we doubted
:ther we and government (because
erament is a partner with the
ustry} could provide the infra-
ICture necessary in terms of dams,
als, roads and all the other things
railways and railcars needed for an
case tn preduction.
Ve were then working on a report
Zesting a rise in local market require-
s from 966000 tons in 1973 to
'm tons in 1980. But the 1974-75
ection is already 1,08m tons, which
¥s how wrong the original projec-
> Were, ‘
ocal consumption rose very rapidly
year thanks to spending power
sases. Our latest calculations sug-
a local market of 2m tons by 1986.
nd that’s only the local market.
wrtwise, we did a record i,1m tons
alendar) 1972. We could now casily

exceed that — if we had the sugar.

So. looking ahead, we've got to'try to
reach an output of over 3m tons against
our record 1,95m. So we've a long way
10 go.

To meet the full market potential?

Yes. Remember there are no longer
dny restrictions on what'a grower can
deliver in terms of cane, We've invited
any new grower with mill nccess to
hring his cane along. But that involves
his transport costs and the mill’s capa-
city to handle the cane, .

Recently we've been looking "at the
KwaZulu Homeland as a potential area
for cane growing, and we’ve found that,
at today’s inflationary levels, costs are
an astronomical R450 a heectare ——
without the land cost,

If you start taking in buildings, roads
and other infrastructural bits the overall
cost, pre-land, is going to be nearer
R1000 4 hectare.

Who's going to put up the money,
with fuel, fertiliser and wages also rising
dramatically?

Are you saying that the extra Im tons
Or so you are going to have to provide
is to come from KwaZulu?

No. The maximum we think we'll zet
from there is 75 000 to 100 000 tons.
Leaving a shortfall of around 900 000
tons, Where is that to come from?

Kwa-Zulu’s 75 000 tons is a 10-year
Jjob. You can’t press a button today and
get 75 000 tons tomorrow.

So where will the other 900 000 tons
come from?

zrs’ oyd, growers' Chance . . . pinning their hopes on government
Py co-operation

2! Mall March 7 1975

That’s a question which takes a lot of

answering. We've already exhausted the
traditional growing areas, though via
research we've been able to boost the
out-turn by around an annual 1,8%. Not
a lot, but well worthwhile,

However, we’ve been looking at areas
very far north of Natal, Byt there, say in
E-and N Transvaal, and looking at the
Pongola, Big Ben, Hiuhluwe and Swazi-
land schemes, the answer has always
been total irrigation. Move further
north, and the capital costs become even
more burdensome,

You need water,

Of course. Nowadays, with costs as
they are, you've got to start thinking in
terms of a mill drawing in 800 000 to
1,2m tons of cane. And that means a
cane hinterland ,of around 20 G00 hec.
tares, which in turn involves, in cane
costs alone, an investment of arcund
R18m. ‘ -

Add to that the sugar cane processing,
and refining plant at R250 a ton of
sugar {say R25m), plus a fair bit for .
working capital, escalation of costs and
50 on, and you're getting close to R50m.
And all that’s before you stat thinking
about irrigation?

Sure. We haven't the maney to invest
in dams as well as land, equipment,
refining and milling machinery. So the
problem goes beyond the capability of
the sugar industry alone.

We've been having consultations with
government and province, We tell them .
whal the industry’s capabilitics are and |
its future production Jpotential and it’s
going to be up to government to decide
whether it wants more sugar grown and

. whether the water in any dams that are

built up north wifl be used for other pur-
POSCS.

To give you an example, it is Propos-
ing to build dams up around the Tza.
neen-Letsateli-Umitata area, But we
were told the water is all reserved for
other crops. And the dam on the O}i-
fants River is going to be for Pulabora.

Those are potentizl sugar areas which
need a lot of water for total irrigation.

So it comes down (0 a question  of
government kelp?

Well, not help, but government co-
operation or development if it wants the
country to go on exporting sugar.
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SUGAR INDUSTRY /= nsy o
Counting costs /2%3/7( | 1 T e
c— Y ’ .

The sugar industry and the De Fattent
of Industries are in the throes of ham-
mering out a new recovery of costs
system for the 1975/76 scason starting . :
May 1. . ‘ \

It will act as a stopgap until the intro-
duction, in about August, of a com-
pletely revised division of proceeds
formuia, for which the industry 1s now
preparing its case. _

Under the formula as it stands, fixed
and variable costs are established every
five years when a new base year is set.

During the years in between, 100% of

3
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&
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the cost price index is applied to fixed
and variable costs year by year in an
effort to keep pace with increasing costs.
Meanwhile, capital returns (to which the

CPI is not applied), fixed by the Mini-
ster. of Economic¢ Affairs, are 149% of
historical book value of assets for
‘millers-and 7% on conservative replace-

o meft value for growers. . '

" 'One of 'the snags, however, has be¢n
that the industry has found the ‘CPI to
be quite out of line with its real require-
ments. When the formula (which flowed
from Sugar Commission rec-
ommendations} was introduced in 1972,
the CPI was-the only known available
indicator and was reckoned sufficient to
measure inflation, then around 6%.

,But the years since have found the
industry constantly haggling with Pre-
toria over under-recovered costs
because of mounting inflation and - - - -
higher wages, which this year alone will
be going up.about R18m.

-Now the industry is trying to settle on
a more reliable combination of cost
movement indicators — like those of the
Department of Statistics (for & *™

L e ke wn m e e e b



| c!,E_DHow Sﬁgar éo. and’ Reynolds ‘Bras.: Ltdij"!
'} - two :of the sugar compames in the 'C.:G."Smith -
up,:Durban; have. released good news: for: Itheﬂ' J

' P
shareholders—esﬂmafed ‘nel- roflts ~and rfmal

Gledhow’s estzmated net J_
pmﬁ fop! the year en&ed‘.
; 7 *585,

;-,:(1974‘- 493),
‘mgs;perg ‘share! are:

; are. m 1ssue» Were. ﬁin-‘
£33} by‘338 000 Theset
'W“ shares _:.'WIII;kqu%lify
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Indastrial Editor
THE South African sugar

indastry is campaigning-

for a substantial price in-
crease, saying it can no
longer continue to sub-
sidise the domestic con-
sumer and remain viable.
The chairman of the
South African Sugar
Millers Association, Mr
Anson Lioyd, said at the as-
sociation’s annual meeting
in Durban yesterday the
average price of all sugar
sald on the domestic
market in the current crop
year would be about R106 a
ton.
-. Against this the costs and
retarns on capital reqaired
to produce the sagar would
be atleast B170 a ton.

“The consamer will en-
joy a subsidy this year of
BR72-million which must
come out of the proceeds
from sugar sold on the ex-
port market.”

The situation could not
continue, particularly
becanse of the attendion
the industry must give to
itslong-term development.

Mr Lloyd estimated that
the sugar industry would
require a capital invest-
ment of ahout B700-million
over the next 10 to 20 years
te maintain its prodaction

- reguirements.

Under-existing condi-
tions of inflation and the re-
turns allowed by Govern-
ment te growers and
millers it would not a.mo

possible to tind the capital
required for expansion, let
alone maintain efficiency,
increase groductivity or
preserve its capital.

The sugar industry could
not be expected to continae
to perform miracles and to
gaarantee unlimited sup-
plies for domestic con-
sumption.

He complained that the
sogar industry was not get-
ting safficient recognition

-as-an important earner of
_foreign exchange. This see-
“tor.earned B233-million on
" foreign markets in 1974,

outstripping all other
agricultural products in ex-
port earnings.

“kt cannot continue to be
the leading agricultural

N
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sSugar seeks price

producer of foreign ex-
change and it cannot feel
confident of its ahility to
replace its assets and to ac-
guire new assets so long as
its economy is precariously
halanced on a price volume
ratio for which nearly 60
per ceant of output
(domestie consumption)
does not cover basic costs,
let alone the return on
capital needed for its pro-
daction.”

It was shori-sighted for
prices to be so far below the
cost of produection.

This would canse a heavy
barden for the consumer
should there bhe a fall in
world prices.

COMMENT:
* The international sugar

rise

price has been plammeting
from a record high of £650
last Movember to an 18-

month low yesterday of-

£146. This slide is expecied
to continue in view af the
record beet harvest expect-
ed in Egrope, and further
supplies from the
Phillipines and Argentina.

While this fall continues,
hayers are expected to con-
tinue helding off contract
negotiations in the belief
they will be able to get
cheaper supplies later.

This souring of the

market fer sugar pro-’

ducers has .caused a re-
nmsé_ of pressire for a new
mnzﬂ.:uronmm sugar agree-
ment.

¢/
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industry will require a -capital .invest-
‘ment -of . R700-million over the.next 10

to-20; years, to maintain its prnductmn"
~ reqmrements Mr Anson Lloyd, chairman

of . the South. Adfrican Sugar’ Millers®

i ‘Assomatlon, said in Durban last: night.

Speaking at the annual meeting, of the

. association, Mr Lloyd warned that:even.

. at today’s costs of land preparation, crop-
production, plant  and’ machinery  and -
‘other .costs, an investment of R350-million’

. was' needed for expansion-fo meet produc-

‘tion’ needs,

- However, at the. present rafe-of mfla-

Ltmn” th1s amount could double to face

South Afrma Wlth a cos_t of R700—m11hona

/Wlf:hln 20:years.” "V

.‘The, sugar mdustry is facing iwo
maJor problems ‘Mr Lioyd said. *In the ~
- first place-it must maintain its efficiency,

" increase product1v1ty above an already -

high level, and. preserve intact ifs exist-
mg cap1ta1 in conditions of steep inflation.
‘In: the second place the indusiry
ust ‘now give vigorous and continuous
attention to its long-term development.
~-Previous programmes for five and 10-
* year expansion campaighs can no lenger
ensure adequate supplies of sugar.in the
-present and anticipated growth. of ‘South

- Africa’s national development.!
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: ‘We cannot perform
f fmzracles says mdustry

l'w [

Cape Times Correspondent
DURBAN‘ ' Mr Anson

Yloyd, . chmman of the .

South African Sugar Mil-
lers® Assoclation, said
yesterday that the sugar
fndustry had done more

than its falr. share in.the '}

fight against inflation -
the lecal consumier sugar

this situation could not
continue, ‘
If the industry was
remain a_viable undey’
taking, bhe price w
have to be ad;usﬁeﬂ
wards.

Addressing the a-ssoci )

tion's ‘annual meeting, X
Lloyd said that by the efl
of ..the . current mﬂlig
geason, on April 30, 1
South Afriean consu s
will' have %enefited ¥
about R70m. .

- ﬂbhe need- for the, Gsv ern- " of a vast capital; sum:

| v

D¢ earer sugar

warning

The average price. of 2ll  the amount F -
4sugar sold on the domestic  sumed locs.lil;f vsfrmh%gh ?a%
“market, in the. current cut the tonnage available

price had been reduced j TrOP Year, would amount for export,

twice since 1972 — bu7

1o R106 a ton, At the same

time the costs and returns mﬁf};ﬁ“fwﬁﬁ‘dr:g&fmm:

on 2 capital required to  capital investment of

produce the sugar would R700m in the next 10 to

be at least R170 a ton. 20 years to maintain its
Tt can be said that in production requirments,

ggﬁw Zﬂ ﬂbfuindusttry will - Even at today's cost of
ion. tons of  land . preparation, . erop

sugar for R108m when its productmn and
‘%"féogf production will be machinery, an investment’
of R350m was needed for

.-SUBSIDY . ..  expanmsion to meet produc-

“'merecfﬁre the * con. h‘gl needs.
sumer will enjoy a sub- survey W&S conducted
sidy of R72m this year last year which'had in
which must come out of dir:ated that areas’in tha
the proceeds from sugar Fastern Transvaal ' low.
sold  in . the export Veld, on the Makatini flafts
market.” ji and in the Pongola Mhuzi
Mr Lloyd added thatlit -and Umfolozi regions; wers,
-would be in' the-interésts - capabile of" s
.Hal part of:this. reveane. .. 2POUL. 845000 "
 spclned by the fn-. ‘mgiiaﬁ:re%uld s e' i
stry naneg ' £ e meces
eriopment™* T suy o e anle
" The industry. recoghized built”'and - f.h;. Wﬁ%@s&e‘ﬁ%»:

-

., ment. to restrain tha . ’
i the’ cost. of living hut. ¥ p"’f“cei:“gi,rmgséry o
gail?o;hggiﬁm policy . sound & warningthat the
which - industry - cannof - be | ex

%‘;‘i’k %‘f -price/s0- far . neuted ' to . perfurm-i
mg}"’ e cost ff producs lz?ifacletgd and " guarantee’

In' addition;; there- had‘ "m? ar. for. dommes  oOf,
en a shampi lncrease m : su%nptmn . t_:'-h‘)!‘nestm“(jzon-‘

z N - A st N
""' w [ R —




depressed i

By PENELO[PE GRACIE
LONDON, - The daily
price for sugar sank to its
Jowest level in 18 months
last week after. a short-
lived rally at the outset
but it became increasingly
apparent that the overs

hang of sugar stocks in
the market-is a bearish

reality,

The sugar @nce has
been trapped. a
down -spimal  for elght

months now. In January.

1974 the price was £143 a

.market,

-100 000- tons " of.; umrefmed

. tons’ of: Wh'rbe sugar Was .

" ton’ (well, . below .

. ﬂarokers C: Czarnikow Ltd

.Strophe.
. country.. Until - that'.'-«evﬂnt"ﬁlf!

long fon and-it climbed ‘to
S s owlfhoe . 80 .
soared through £300 in
.:lugust By mid-October,
e L Ml
and the price peaked in
November . at £650. Since
November, however, the
sugar price has slipped
and now sugar. ig- frading-
at around- £146 —. a sig-"
nificant ’ fall,” im .. elghtrj
months, “The - bearish " facs)
tors in: the’ market” mclude
a-.flat ~ consumer . ! demand1
and' the: prospeet ‘of, “a.
ﬂarge increase » m Wor1d|=
SUgar, productnon y
-There "gre three’ factar
which - ‘are., currently : de:
Pressmg the A

“The-. d Bei s 1. 0. byt
Japanese sigar . ;reﬁnem
and’ amporbea-s to: dela:y by
six months. the: de]ﬂvexy of )

sugar. ;. These ..refiners . are ::
knownito. have: a surfelt of'1
sugar -stocks. and:.do; 1ot ]
weleome' funhlmr supph
at this jundtu,
-Second, - th * yptian
purchase, "of 33 ma metnc

settled.at'a price of £111 4
the. Lon~
"don daﬂy pnce) and' it ig

el T

" believed that'a “hoard- o] )

-sellers " were . rushmg to‘
" offload their 'stocks g

The ;third" beaansh fea-‘\
ture . appears” in. the re,
‘port pubiisﬂled o.hy 3

Théy : anmciparbe the . total';
quantity of sugar. ; wﬂﬁch
Argentina is going: =bo pu!:
on the market th1s yyear at)

850 000 tons

'The- behef in Sugar-eirs ;
cles i Ihha’c’ the- “SUgAr
price’ - will - - only 8
holstered by a 'sharp. Fise:
in-the’ worlrd-zmde fdamand"
for sugar or:by’ soine “catg-

A, pmducer

tuates, the; sideways-i
wa'rds trend of. ’tha L T:




'DURING the nexiL 10 yea're an area of 15 000 ha,
tons of sugar, 'may | be used for growmg sugar cane in
3 30 000 ha.:

could ‘be .enlarged \l;_

his:
Anson “Lloyd, ; the Jmme:
diate past’ presadent “of

the~Sotith* African’ Sugar

Mlllers ‘Association.”

- Mr. Lloyd said tha,t
the- sugar industry..had
already - given . actwe
\attentmn ‘to, the, develop-..
ment. f- sugar cane
farming ‘KwaZulu:
“The . mdus’cry had’ made ;

“R10 ‘million available to |

:assist" small growers
swith ‘low ‘interest loans.

Tn ‘addition, three new, o

fully:. equipped,. farmer
trammg centres’ had "

~been ¢ provided inw CRwas e
CZalu, cdat. a; cost of ¢

v

R500 000

LAND
Plans were How ‘being -

: 1nvest1gated, in- consulta-
tmn ‘with the EKwaZulu’

authorltles, with the aim::

' of develong ‘blocks: of
'!and where trained Zulu

‘:‘ Fmancml Ednfor

{

cane- farmers could be

Also,
been set up ‘at all’ the
sugar mills fo~ assist |
. African and. Indian cane
- farmers with any prob-

lems they mlght have,

:

Mr. L‘loyd said’ that =
_sugar- was one -of the
few crops with which "a
Zulu farmer .could make
.-, money - but,  he would

shave to. farm _at least .
;10ha, + A -smaller ... plot

would not be. v1ab1e.

COS'].‘ 1.

It cost apout’ R550 to.
" put’ one! héectare” under’
cane. If the price of ma-

. chinery-. , .and. .other L

requtrements] were  in-
- cluded, -this Afigure could.
I‘ISE to R1 000

7

w:th a po-l-enhal of 75 000’

ommlttees had ¥

KwaZqu ‘and- the area

worl; and fmancmg but

_ we  do not have large

caplta,l $ums to spend.”

M, Liloyd stressed
that ‘the Sugar Assocla-
tion was ot looking at
_KwaZulu from the .point

of view.of self - inierest .
" but, on‘lyv A4S an area

’Where expansmn could

< take place.

At present there was
tentton “of - “huilding

a sugar il Cin CKwas -
- Zulu., This highlighted
the problem of getting
care_ to 'a mill -Roads ,

had “to rhe built - and

transport prowded

Also,- the majorlty of,
Zulus preferred to work ”

" in the towns or factories

leaving . the farms to
.- theif’. women or children.
Iti would not be easy

" to /get the Zulug to

“'I‘hew Sugar Assocla,- *change their pattern of”

T tlon has te” do- the hard,

life..

—
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7 tikuly, sugar mill.
57 Cerfain *drivers

sened .
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Noodsbergmllls stigar,
production will be 76 600 t
and 114 600 t respectively,
according to estimates.

Illovo Sugar Estates
directors say in the annual
report that in the 1974.75
seson these mills produced
66 066 t and 104 354 t
respectively.

In the 1974-75 off-crop
period an expansion pro-
grammeé was undertaken
at the Illovo mill which de-
layed start-up until May
23, 1975.

Further capacity will be
provided in the 1975-76 off-
crop period and the Illovo
mill’s current season will
have to bhe limited to a
fixed period to enable ad-
ditional plant to be in-
stalled before the begin-
ning of the 1976-77 season,

This may have an effect
ot the final output at lllovo
this season.’

It is difficult to give a re-
liable forecast of the
1975-76 profit, say the
directors,

Last year, taxed profit
was R2 633 000.

Barring unforeseen
ecircumstances and given
average weather condi-
tions, medium-range
forecasts of the cane sup-
plied to the Ilovo and
Noodsberg mills should re-
sult in a group sugar pro-
duction of about the
average output over the
past three years from
three milling units. -

The group is developing
cane in KwaZulu. Although
this is‘a longer-term pro-
ject it is expected that
cane supplies from this
source will not be in-
considerable. '

~ - L

W V0%h.a nde

' the

().
- ANSON

LLOYD
LAYS IT
ON THE

 LINE:

PAY "L
MORE

j*lh\ !rbL (ru\

FACE STAGNATION

THIS WEEK Anson Lloyd stepped into the top posi-
tion in the sugar industry. He was appointed chalrman
of the South African Sugar Association, a position he
previously held from 1969 to 1973. He is probahly one
of the most l\nowledgeal}le men in the industry today
having been involved in sugar for almost 40 years.,
Certainly be is one of the more articulate sugar men

around and here

in an exclusive imterview with

TRIBUNE FINANCE he talks- about what faces the
mdustry m the years ahead.

ONE OF lhe things Anson "

:Lloyd is highly- aware of -

"is the long term future of
the industry which, by all
accounts, is now facmg the

mos! critical peried of its -

124 year 111story

He made is quite. clear .

that almost all available
areas with adeguate rain-

fall which wepe suitable .

for the growing eof sugar-
cane were already planted
or heing planted and what
industry faced now
was expansmn into
KwaZulu and other areas
where  irrigation © costs

. would.be astronomical. .

“KEwaZulu does not solve

".the problem for, according

to ealeulations only 15 000
to 20 000 hettarey of land

* there can- be. developed in

‘the foreseeable fuiure and

if fully ‘planted; would “on-’
" ly-provide around 100 00D
‘tons: of sugart a year in-10

vears tithe ~ totally. m-
sufficient to: keep. .pacé
with the present’ increase

. in domestlc congumption,™

i

U Cane
“AL present it’

. chsts

‘ \arounci R550 a hectare just

to preparg and. plant land
for caiie’ growing, Add to
-this -the .cost of services
and -the hxgh ‘cogt of im
rigation: plus, new miil- es-
tablishment costs and it

©oean ' be: seen ‘why- the in-

. vestment '

requlred --for
this, development is. R700

~million over the next 10

years, taking into. account
inflation. and mterest
charges '
) “Hopefully by 1986 We
should he.able to mcrease
‘the area under eane from.

. the present.,322 000 ‘hee-

tares to- 374000 ‘and ‘in-

" crease

the " améunt ' of
“stigar produced from the

s 2

‘By Chris Morris

19 millioh tons now fo 2, 5

million.”

But what worries him is !
that at the present rate of !

‘increase of domestic con-

sumption only 550 000 tons
will be available for export
~— compared to the 850 000
tons now.

This "leads to the im-
mediate pmblem Domes-
tie sales actiially cost the
industry money -— R70
million this year — as the
cost  of production is
substantxa]ly higher than
what is received,

Increase

“I-I'e s opposed ‘to” this
and feels the & domestic

price must move up. - -
He makes it clear the‘
price. should be increased
slowly so as not to- dfsrupt
consumer  buying ! patterns
but feels it"hag {0 increase
1o aveid am overnight hike

- in the event of-a.world

market slump.
Another; i 1ssue facing the
industry .is the basiz on

which  millers © and
growers . are’ .presently
remunerated,

“Certain proposals’ ‘have
been submitted  to- the .
Board .of Trade. and we are
hopeful that. early next
year-a cpmplete’ revision
of the formula under which
sugar revenues--are dis-
tributed | will - be - agreed

- upon. We -are -also ‘hopeful

that ‘the” increases, when
agreed  upon, ‘'will’ he' made |
Tetrospective to, the’ begin.
mng of this’ seasom. .. |

“But it is. xmperative
that, the industry. is paid

mote 'so ‘that invegtment
.’ returns ‘are made more at- -

tractive. Without' this in- .
centive- the sugar industry

. is doomed to stagnate.”.
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IS THIS the solution to the Iabour crisis? A huge chopper-harvester for
-‘sugarc‘ane, worth R77 000, is put through its paces at the annual Sugarmech

o : fleld day at’ Tongaat‘ :

"
3

:‘L

‘Sugarmen Took :
ecl -anlsatmn

"1( ﬁa—w‘( 9 1 Agrmultural Correspondent

SUGAR® farmers turried out in their hundreds yesterday to watch
mechanical carie harvesters put through their paces at the annual Sugar-
mech agricultural machinery demonstration at Tongaaf.

Farmers- who last year, | R14000. Some of the har
merely looked with Thild - i _vesters are: /capaiie of
terest ave “now' ' very® " clitting.- ‘sither burnt- or.
: l green cane at the rate of:

.80¢ - tonnes- san » houk..
Machines ‘similar ‘to this:
‘abe already operating én
the bigger estatés, . . .

harvesting. Rlsmgf wage
“castsc apd . growingwshor-
‘tages " ‘of - labour;. ‘are' 'in
many cages, making their
purchase eSSentzaI.: >
© The main attraction at

:mechamca.l hawester i’

yesterday’s’ anmial . paced . on: _several .- cép.

Sugarmech... . -demonstrar .

tiion, ;was -without. doubt siderations: ” chang és

-have to.be made to field

A then ! some ‘farms ate too

- Aithough )
tfarming;,} operations ;; in
!the sugar  industry . Are:- Kind | iof Infield transpott

either;. fully. 0 "
mechamsed, ' in South theangan\:héiél;;r gﬁ

4 !

;Afrma, mecha.nica.l‘* hat: burnt I

vest:ngr of caﬁe has not.. on some" farms ylelg‘is
,would drop, if the.frash
wag" not. returned to the
Ia.nd., L

a4 A

atively
( ]abour
- B

¥ : aa,ys Lare.
‘gohe. .and "faMers
king.' th g

i

’lay out; and’vow' spaeing;.

.steép for:the convention:.
“harvestér; ' accetmt’
has o ‘ber ‘taken” of - the
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*"Own ‘Cortespondent
DURBAN ~ Hundreds
of Pondo sugar work.
ers in Natal today
began their homeward

i Journey to the fire-
vavaged Transkei
. knowing many among
them would find homes
c’iestroyed and close

v relatives dead or in-

s jured.

- 'Many of the 40 000 Tran
skei men working in the
Natal sugar industry come

m-.the devastated Flag-
staff tribal reserve avea
ahid sugar companies to-

.day held roll calls to see
whp wapted leave to re.
tum home,

:Scanty communications
have left ‘many of the
men‘ "without news from
h,bu' families and, fearing

hi ~worst, hundreds are

péehted' to leave imme:

oni, tranisport pro’

mdad by-their employers: .

Thousamts of ramds
worth -
needed iund and clothing

sypplies have poured into

 §¢. stricken area where an’

“estimated 3000 poople -

[anodt,of thet, women afid,

"ot drenﬂe-fc ‘afe homelesss
ffl‘oday hqbndreds of 'desti-
rttiié villag S, many still
ugfermg from  severe
b s;| Converged on the
ief depot get up af the
F!}ll Gospel Church at
J‘Jatashe
2 Trucks » and

-8 *yesterday and. a
efefice ' Force hehc&pwr

: has dropped 50 tents for -

the homeless.
Natal Red Cross workers
have been working all

weekend packing and send.

ing about five tong of .
. stpplies.

Oue official told haw a
fouwr-year-old girl arrived at
the receiving centre with

-a handful of le. and 2¢
.pleceés she had collected '
from her firends,

At the other end-of the

" scgle with the R20:000 do-

nation from the Sbith Afri-
can Sugar Associgtien,

At a Durhan réstayrant
R80 with dohated within
mirintes of an appeal being
made on Saturday mnight
-and R250 was added to the
Lions Club relief fund
after the balanec was made
up by the restaurant
owner.,

Tate vesterday a Dakota
aircraft landed at Kokstad
with 1000 blankets which
were sent dut immediately

for distribution to the
victims.
With temperatures

plummeting today, rest-
dents of the nearby town
of Kokstad began thewr
part of the mercy opera-
tion.

“All the churches have
bhanded together and es
tablished a collection point
where our congregations
can leave suphlies for the

vietims,” said a Catholic
prigst, Father Fugene
Mangmion.

Trucks carrying supplies

* from the town were ex-

-.gf"x desperately

au-crafb}
ibfought in doads of sup-

pected to arrive in the
stricken area today and
tomorrow.

The original grant of
R1000 from the Lions In-
ternational funds has been
sweiled to R20 000—which
is reported to be for the
rehuilding of the hundreds
of huts destroved in the
fire.

A Transkei official said
today that official news
of the disaster was not re-
ceived until Saturday and
everyfhing possible was
being done.

Supplies of grass and
poles were being brought
from outlying areas so
that new huts could he
built.
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A VAST R40 million
sugar scheme involv-
ing the establishment
of a new sugar mill is
being considered for
KwaZulu. .

An investigation' into
the viability of the scheme
is to be conducted by an

international group of con--

sultants and, i is believed,
the R40 million is to be
supplied by a consortium
of French banks.

" It is understood negotia-
tions have been econducted

" by representatives of the

KwaZulu Government;

currently in Eurgpe, and

“the French consortium.

The scheme, should it be
considered viable, would
have to be submitted to
the Board of Trade for its
approval. ’

Under investigation is
the establishment of an
entire  sugar industry

complete with farming
ynits, transportation
network and a mill,

Sugarmen maintain that
the minimum size for a
viable mill is one that can
produce around 100000
tons of sugar so it is possi-
bile that the KwaZulu
scheme will bhe geared
around a mill of this size.

Last year the giant
Lonrho group tried to get
a R20 million sugar mull
established at Melmoth but
the plan was turned down.

The present  return
allowed by the sugar
revenue distribution for-

. muia on milling and grow-

ing is presently under dis-
cussion. The South African
Sugar Association is cur-

[ rently meeting with

‘representatives of the
Board of Trade in an en-
deaveur to increase the
return permitted on sugar
praduction investment.

And 1t is possible that a
new formula would make
the esiablishment of the
KwaZulu sugar scheme a
viable proposition,

S urda y TridvnE

As yet the Sugar Associa-
tion has not been officially
approached about the new
scheme and chairman
Anson Lloyd said this
week as he did not have
any details of the scheme
he could not comment.

Should the scheme get
off the ground it would
provide an enormous boost
for the emerging
homeland.

A mill producing 100 000
tons of sugar a year would
erush around 900 000 tons
of cane ‘being produced
from 16000 hectares of
land. And the total pro-
ject could employ around
3 000 people.

At the moment the
sugar industry produces
sugar for around R170 a
ton but this is ba<ed on
plant that in some cases is
very old and on aiready
established canelands.

To bring a completely
new project iato operation
would result in a much
higher ecost figure, pro-
bably in excess of R200 a
ton.

-~ .
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SUGAR PRICES /- M/%/

Sweet and SOUT g, g "

. Though devaluation will give the sugar :
industry an extra R20m in foreign earn- |
ings it will by no means be a complete -
bonanza. . : D
Rurnning costs will be that much }
higher, though doubtlessly- not nearly so
high as to absorb all additional rand "
 Teceipts. And whatever exira egarnings i
. there are will probably go into the Price/;
- Stabilisation Fund ~— R94,4m at the end.’y
 of last season'—.t0 help minimise,sths*y!
industry argues, a badly needed loc;;l‘?'i";?g
. price increase. v ]
| Currently the industry’s economics are |
. being investigated by the Board of Trade.ﬁ}j
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- A revised: costs and returns formulzg;:: ‘
looks probable, replacing the existing one &
! allowing growers a 7% return on conser-
vative replacement values of cane farms,%‘x;;'
| and millers 149 on historical ‘vaiue‘qfi?{;?

'oassets.’r | L4

.. Though the timingin the light of Pro it
" toria’s anti-nflation call, could hardly b
- worse, local and export sugar . prices’
lL * would make it seem the industry is skaty &
v ing. towards (if it’s not already on) pretty;f; X

.. f thin jee, . ;.
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After two local price reductions by
then Ministers of Economic Affairs
Louwrens Muller (February 1972) and
Owen Horwood (November 1974), sugar
fob Durban is R108/t for refined and
R101/t for brown. But on the existing
price formula the industry puts produc-
tion costs at R170/t. So exports are heav-
ily subsidising the local price.

Should the London Daily Price (LDP)
drop a mere £7 below the present level of
around £162/t, and continue to do so
next season, the industry will move into
the red. For instance, on an average
sugar production of 1,8 Mt the industry
(at R170/t production) needs a revenue
of R306m to break even. With 1 Mt of
local market sales at a weighted average
of R106/t (for refined and brown) it
would still mean R200m needed from
exports, or about R260/t including local
charges. That would mean an LDP of
around £155/t (being £145 at R1,79:£1
plus, say, £10 for freight and insurance).

In a bad year, producing only 1,5 Mt,
the break-even would be around £182/,
or £20 higher than the reigning LDP.
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studies will take five months to complete.
It will then take about 2,5 years to build
the terminal. St Croix should be able to

handle a total of 15 Mt of iron ore:

exports a year.

In his statement Minister Heunis said
that “control and management after
completion will rest with SA Railways-
and that Railways will eventually obtain
the right of ownership”. Railways admi-
nister the terminal after completion. '

However, Railways is faced with a
tough job to obtain the necessary trucks
and finish necessary track improvements
within the scheduled 30 months.

The significance of St Croix, according
to the Italians, is that it will be SA’s first
harbour able to handle 250 000 t bulk
carriers, thus making it competitive with
any world harbour and cuiting ship;))ing
costs by a third. )

At least the project is finally off the
ground and plans for the future develop-
ment of iron ore beneficiation can
proceed. Hopefully with less government
bungling than initially characterised St
Croix.
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fthe ‘same time,

Fmancml Reporter

A R50m sugar giant will emerge from the proposals made
yesterday to merge the sugar interests of the Smith Group.
It ‘will be second in size to Huletts on the Stock, Exchange

sugar llst

n.a proposal put out
by Standard - Merchant
Bank - and:. Union, Aceep-
tances yesterday, Rey-
nolds Brothers will offer
85 shares for' évery 100,
shareg in Gledhow. At
c G
‘Smith and Company will
pass on control of the
Umzimkulu - Sugar' Com-
pany to Reynolds.

The group  will be
named C. & Smith Sugar
and will also take over
the shareholding in S.A,
Sugar Distributors (44,2
percent) and the two
warghouses owned by

the group in Durbap. It

will run five of the
industry’s 19 mills.

C G, Smith TInvests
ments, the quoted com-
pany in the Smith Group,
wiil have a 33,6 percent
holding in the new group

{

if shareholders aceept
the offer and C. G. Smith
will hold 18,6 percent of
the company.

~ Documents are being
prepared.” No dates for
the scheme afe available
but the directors antici-
pate heing able to pay a
20-cent interim dividend
in January next year and
40" cents for the wyear

. ending March, 1976,

)L'-

‘Prospects of the com-
bined operation are con-
siderable. The group will
hold a 10 percent stake
in the Stanger Pulp and

‘Paper Mill, which is now

held by Gledhow. The
furfural plant, which is
now under way at Sezela
and operated by Rey-
nolds, should provide

.profits onee it is fully

operational.

In addition, the group
will hold shares fin
Crookes Brothers, -which

. is concerned mainly with

sugar farming and citrus
estates, -

Also, there will be the
holdlngs in the C, G.
Smith Company, which
has jnvestments in tex-
tiles through Ropes and
Mattings, in Huletls
through 8. 'and T. Invest-
ments and in various
other enterprises.

There do not appear to
be. any moves to change
the, existing -investment
pattern and “the - main
advantage, according to
the ‘banker's statement,
will-be the ability.to pay
out ‘a larger amount of

", profits in ‘dividends,

|

FORECAST

The directors point out
that in the current situa-
tion within the .sugar

. Industry and pending the

- Reynolds

decisibn ‘by the Board of
Trade on possible new.
sugar puces, it is not
possible “to . forecast
sugar earnings,

In- the last' financial
year (Gledhow milled
146691 tons of sugar,
212479 and’
Umgzimkulu 82000 tons

lr:f sugar. A total of

441170 out of the
industry - tota.l of 18m,,
fons. e

| Reynolas: holds 14 'pen-
‘eent of the Crookes.
quity and 24 pércent of
C. G. S8mith 'as well as,20
percent of Srmthchem
(the.*» furfural-- plant
openator) Gledhow holds -
22 perecent of . G. Smith -
and 20 percent of C. G:
Smith Paper Holdings
(the holding” company
for Stangel Pa,per and.

Pulp,)
SEZELA

Reynolds is planning
to spend R35m to
‘expand its mill ‘at Sezela
to a capacity of 340'ions
.of cane an hour-It also
. halds-the share capital of-

the Pongols, Sugar Mills";
ing Company . in "the

- Eastern Transvaal ‘ahd

. property:. ‘at. ' .Sezela.,
through Umtwalumi--
! Valley Estates. -]

The merger plans
come at ‘s time when the~:-,
sugar industry is unsure

raf the « future ' -- the’

| domestic. - ‘Sugar ", price”
~may he ralsed Cert:a.mly,
domestie corisumption is]
rising rap1dly, but-éxport
.;earnings. may not be as
good, as, last . year's as,
wworld - sugar productxon‘
.appears’ 6 be’ headmgl
fora surplus

Bl Jon Beverlevj
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' JAPANESE sugar importers have ‘re
South Afrieca which at today’s prices

/ )/jfjﬂ(_' - -gt‘z«o,tb\

. ]

Industnal Reporter

this country -

. The’
vides' 'for: the salé of
350'000 tons of raw sugar
from “next - year — the
importers:may ‘take more
than this and’ there is an

-armyal | extensmn of the

-‘agreement

Sales 1o Japan have
beén’ buoyant with’ sales,
_in excess.of’ 500000 tons
in recent . years. ‘Bince
exports ‘dtarted- 1n 1962
— and by the end'of this
year'— the ‘Natal sugar
fields will: ha.ve sent 4, 69
million tons,

© Confirming. the agree-
ment yesterday the SA.
Sugar Assoeiatmn said
. that . the “Japanege -
: 1mporters o conS1dered

that the: ttme was oppor-

tune;.to- arrange -long

term ° agreements with

their. tradltmna.l [
supphers of sugar, which’

include ~South- Afrlca.,

Australia, Thailand and

Brazil. -

. The' pnce to be paid
will . bei ‘negotiated

annyally's and. will ‘be’

related” toriworld export

pmces as- determined .on'

the' 'London  sugar ‘ex- -
lYesterda.y the .

cha.nge
daily ~price. ! was just
* above'£530 (RS"’.)) 3, ton.
| At current prices the

agreement pro- .

vealed a.three-year sugar pact with
is worth at least R100m a year to

'agreement is’ worth at
~'least RICOm ea.ch year,
.and if Japan takes as
‘much as it has-in ‘pre-

vigus years a large slice
of "South Africa’s sugar
eXport earnings wnl be
assured untit 1979,

1t is not clear why  the

" Japanese importers have.

antioynced  the: agree-
ment now. It was signed -
abhout a year ago.-after,
members from' the ' con-
sortium known as Group

-of Japanese Timporters

and  Refiners. visited
South Africa. !

It is significant in that
a long’ term agreement
has.. been reached. with
obvious advantages ‘for
producers - and con:
sumers: also that -the
deal was: done as the
‘London daily sugar price
started to; skvrocket and
there was talk of - -sugar
reaching £1000 (R1750)
a ton this year.

. According’ to- a Sapa’ -
Reuter report, Japan_has,
mgned long - term. agree:
ments 'with- Australia;
TThailand and . Brazil. this
vear and tradeé. sourdes
indicated that Cuba ‘wak
praposing a flVEr-‘ year*
arrangement., “for »sugar.

' sales 10 .Tapan. o L

b




been exceptionally kind to

South Africa during the past

two years, but there is no cer-
%antlty that this situation will
dst.? :

" "Last year, the world price
soared from some £160 a ton
in-January to an unpreceden-
ted £650 in November. It

then declined to £128 in June °

this year, and now stands at
£168.

.. 'The average price of £337
d“ton during the past season
compares with £137 in 1973-
74 and £77 in 1972-73.

. "The industry earned R239-
million in foreign exchange
in 1974, which compared with
R107-million in 1973 and
R27-million in 1966,

.. .Sugar constituted 7 per
cent of the total wvalue

———

“to SA |

THE world sugar market has i3

of merchandise ‘exports,
excluding gold. It was
the third meost important

foreign exchange earner, af-
ter gold and diamonds, and

the top agricultural forgign .

exchange earner.

Comparative earnings of
other agricultural exports
are: maize, R204-million;
wool, R118-million; wood pulp
R52-million; and deciduous
fruit, R43-million.

What were the reasons for
.the sharp rise -in prices?
These factors have been sug-
gested:

@ Production  shortages,
the origin of which .can be
traced back a decade. In 1963
vast sums of money were in-
vested in new production, on-
ly to have the price plummet

t6 £12 a fon in 1967. Natural-

ly, large numbers of growers

. switched to more, lucrative
1 tines of agriculture,

© The 1968 International
| Sugar Agreement, which. kiil-
ed the incentive for exporters
{0 expand production. ‘Mém-
(bers, of which South Aftrica
was one, - ‘were ' limited

to fixed export quotas, This

agreement expired just over
4 year ago. - [

@ And poor European heet
crops during 1973 and 1974.
These normally” constitute a

" third - of the *world’s annual

sugar harvest.

can_ be attributed to the fol-
lowing * reasons;  the EEC

_countries cut. théir demand -
, substantially;

the * US - re-
fineries bought less; specu-
Iators withdrew  from™ the
~ market; and there was a

| 200

* Durban price is 14¢.

production

‘ Mitlion tons

/]

4'74/758

Sur
| exports

B R-millions

3 0 o B R
1970/71" 2 72173'73/74° 74175
gharp. rise in consumer I¢
sistance. - ) .
.The industry has generall
welcomed: this fall to “reason
able.levels”, .mainly: becaus

P »-Th@subsequen{;lfaﬂ*mwpricemwofwbhez fear-of-substitution. /

breakdown of the cost of su
gar per kg overseas shows
US.,, ., Rl; Canada, B84
Japan, 73¢ and -the UK
bde, The ' comparative

(Turn to page 10)
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. From page 9

Sugar Association, Mr Bruce
Morris, says: “It is estimated
that about 500 06w tons of su--
gar have been replaced by
corn sweeteners - the US
mzrket alone during the past
year. and this iigure could

rise to I-million tons in the .
coming year, and as high as .
d-million tors in the future, if -

prices are competitive.”

There has also been a sharp |

drop in consumption in the
underdeveloped countries, .
which could not afford the

o foreig'n" exchange t:o;"buy'su‘c?
The Past Chairman of the .

gar at astronomical prices,
1t is not yet clear what the
- 'world market price trend will
be during the next six months
© fo a year. Again, much will de.

“'pend on the outcome of the .|

. furopean beet crop.. How-

" ever, jndications-are that all. |

is not going well,
The UK beet,
fering from drought.

Institute reports that the first
tests of the Belgian harvest
‘are the. worst in ‘10 . years.
: Average root weighls this
year are 40 per cent down on

five years.
' Outside Europe, The Phil-

sugar production this year to
drop by 1060 000 tons to 2,6-
miliion. The main reasons are
typhoons and drought. - -

There are also reports of

large Brazilian crop.

“equally significant, bearish

RN

- factors: . RO
"The US Agriculture De-

<partment forecasts that the -
1975-76 world sugar crop will-

be 4. to B-million tons above
‘the 87,5-million (raw value)
tons preduced last season.
The high prices have led to

production, .

India, for the first time

: éver, has a surplus of l-mil-
+ lion tons. And Japan is repor-

stocks.

gar brokers believe that the
.grice will recede to £100 or
Jbelow. However, as this is
well below production cost,”
it will meet with resis-
-fance from these who are in
a_position fo withhold sup-
plies from the market.
. As it is, a significant num-
ber of producer countries
and speculators are already

i holding back supplies until it

is definitely known what the
prospects of the Furopean
beet crop are.

importers and exporters “are

' Sugar

erop . suf-’ f -

The Belgian Sugar Beel |

the average over the past -

ippine authorities expect their -

extensive frost damage to the -
. orits, Mr Morris raises these
However, there are some -

a considerable spate of new _

ted to have a’ surplus of .
600 000 tons of imported raw .’

. Mr Morris says many su- "

cre w0 = 164
- Mr Morris says that .both

| price

& per long fon ‘ ]

([ —

mﬂllauranaurlnnniﬁi;

,wr‘ . 17 E
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now turning their thoughis:to
concluding a new internatio-
nal sugar agreement”.

The Secretariat of the In
ternational Sugar Organiza-
tion has already drafted a
scheme, known as the buffer
or intervention stock scheme.

While recognizing the me-

periinent gqoestions:

@ Who will finance the
stocks — exporters, import-
ers, or some world agency?

@ Who will be responsible
for the interest on such fi-
nances? . .

@ Who will {inance the
storage facilities? :

® Where will such storage
facilities be located? .

@ Who will be responsible

for controlling and verifying
the stocks?.
" @ Would the stocks be sub.
ject to. quality control?

@ Will the sugar stored
withstand deterioration?

@ And will the stocks con-
sis of bulk raw sugar, or
would bagged stocks qualify?

' Turning to the local mar-
ket, members of the industry
are somewhat uneasy about
the policies presently being
ursied by the authorities.
Fn a nutshell, it is felt that
the public is being over-
subsidized,

The Chairman of the Sugar
Association, Mr Anson Lloyd,
points out that local sugar is
presen'tl%r sold at R106 a ton

less than the cogt of
production,. . L

" "“This means that this year,

‘own coffers.

..naw 40 ke a year, which'e

N ";t".','.!‘-gf{.i:
the sugar industry will bes
quired to sell 57,5  per ©*
of iis fotal preductioni’ay
price equivalent 1o only,
per cent of the cost. of pr
duction, : LR T

-“If this statement. ig, tra
lated into mone{; termag
igys, “it coglci e slialid 4t

e sugar industry will seliij
the local markef ‘T, Tmilli6
tons of sugar for R1OS-mi
lion, whose cost of ‘prii
tion will be Ri80-million, %}

+“The consumer will thé:
fire enjoy a .subsidy of.B¥

- million which must eomé s
“of -the proceeds from sy

sold on ‘the export market."

While tecognizing the, ¢
vernment's need -{o rewirai
the spiral in the cost.of 12
ing, the industry argues {h
this polcy is 'shorbsighi
for three reasons: _?

& The consumer 'will &
faced with an. astranamics
burden i world, jpriss
don’t hold. Simply," the;!
will be no socurce - -
finance 4or  subsidizaile”
unless the State digs into ’.f

B

-
é!)'l:

~ 1
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& 1t Himits the amoufmf‘é‘ﬂ
money for expansion -ai
production. g

@ Greater provision/mnui
be made to hedge against iz
flation, RN

The second of thess pouits
is the most serious. ‘Then
has been a sharp rise in d¢

. mestic consumption, with A

ecorrespending drop in the..exi
pori proportion. K

Until a few years ag6; ap,
proximately half the tofal
crop was regularly exported;
But since 1964, local cons
sumption has increased’ by
40 per cent (from 7510600
tons to 1,05-million), with thd
average annual hike in; thel
past two years being 16 Per
cent. I

The main reason for " ghel
sharp rise in domestic cof.
sumption is simply the low;
price, which iy increasinglyg
enabling the low incomigg
groups to step up their sugar)
purchases. Per capita . con;
sumption in South Afrieanigs

e T

.pares with 50 kg in the
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—Llound staff and tutors, Comment

eloped - countries, and he-'
ween 10 and 25 kg in the’
inderdeveloped countries, . °
The consumption of sugar,
cach L milion ton o S "
each, 1,5-million tons in g . 2
ingd in the year 2000 it will’ AI\JL
xceed 2million tons. It ois- e be more or fewer tests! Ess >
ing export markéts are to be
nore than maintained, then _ ?
ocal production must risc “AIES «
rom, 1 8-million tons this year
0 3-million tons in the year
2 000, _— .
Disconcerting, though, is
hat available evidence sug-
sests that nearly all White-
ywoed Jand within economic
listance of existing mills will
;00n be fully under cane..
However, a survey conduc-
ed Jast year by the Sugar
Association shows that a fur- om men‘i‘
her 90000 thectares (or
345 000 tons a-year) could be .
teveloped in. the =astern
Transvaal Lowveld, the Ma-
catini  Flats, the Pongola-
Vikuze region, and the Umfo-:
ozi region. But this would
equire new lnfrastructure, .
arch -as irrigation and mills,
osting “about . R700-million.
Mr Lioyd points out that,
neanwhile,  attention s
Jeing given to the potential .
n KwaZulu, The Sugar Asso- :
‘jation has made RI0-million
iwvailable in loans, and has
.~ sranted R500 000 for the cs- |
itablishment of three farm
‘raining centres, It is hoped
hat this will boost produc-
don by 500 000 tons orer the
wext 12 years. . |
Turning to inflation, the
‘eeling is that growers should
jet more than their present
14 J)er cent refurn on capital, -
ind less revenue should be:
lirected into the Price Stabi-
lization Fund. This is fixed :
oy the Minister of Economit |
Affaira. . i
An  Umbumbula growery,
says: “The public is under !
the impression that because |
world sugar prices have heen |
soaring, every planter is a )
Sll;lgar baro& U?foﬁrﬁunaftely, '
there is nothing further from
the {ruth. We, the preducers - P S 23 °?° '?73:
of this wonderful commodity, - ¥
grem frankly getting a raw
e ‘”
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centre fm.‘,,A g.i""aufﬁit\:aJtl1
farmers on.{ -‘eUmsln-
duzi mastnmﬁesawe, in
the Ndwedwe: : Pistriet,
at an est!mabed* cust oF] &
RZOBOGO P

Apart from tl-és centr
fwo others will be buil‘é
An .other .parfg.of Kwa.
Zuly, The. three ocentres
will be 'denated to the
KwidZula .- Government
which will staff s.nd
maintain them.

Farmers’ - ‘days.
: semindrs ;and cdun-ses in
wssugm' cane husbandry,
F;..:,g,rmuu:um and. sewicing 0
“and, milftenance Of"i*“’
sf*i;ranc'.tm'.s: and farm. equip- ¥
ment . will be held, a
these ‘dentres. .- - -

- Lourses in home emmo-
grics  and . oultursl., sub.
Jects will be- -glven fory
the farmers’ “wives. It is -
expected . Hat the :
construction of the three
centres will ¢ost RB00 000.
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| bUGAR BEET thials - — wluch could reeolutao

South Afriea and- bring in millions of rand. i il ex <
| oﬁiclaﬂy started 1 bring X port revenue —have been

s

4,..( 1

¢ '/ ‘
.tlle sugdr mdustry in

.

i ,yearﬁHe sand the report. .

¥ ca.ll;pg ﬁor a higher price’.

Mr, :Peter Sa.Ie, general
"manager ‘of the South,
FAfTrican Shgar -Associa- |
7 tton,ﬂ'f ;8

B |

Natal prove \Ces
wii;. _oi1¢1.d' 'provide. an alfer-.’

xp' rts, M

i Srder-forsugar to
ts;place /in: the -

indust:

e OUE present a,rea.s for)
3 : Jlmted

C M Sale. said- rbha,t tthe:."
; outh® A:fncan Sugar;
Assocxa.hon Jhad . given:
approval forthe trials’te”
" staft. on. the basis of .a*
report "byrvan . verseas{‘
o consmtant..‘who visited
* Sovith: Africa -earlier, this’

‘$hdieated: soils: m ‘the ‘proxy’
posed ) ;-Na,ta.l growing .
“aréass were:! surtable i
u:z;pﬂ:e of sorne h:mta.tmns

B DAK ’I‘HRQUGH!

couLd well prowde a’ wel-
come bxeak 'through for
the_ sugar mdustry whlch
:{facmg masswe prob-
;,1 Jems, . The' :lmlus’cry is,.

( "domestic © sugar as;
e indystry . bélieves the!.
: 'ntro]led"pnce of,t

stlmulated, loé'ql‘f?
cat’, the expense ofx)
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and Swazﬂand A
) was“nnce agam elected 't

W hy

Ay ~“hthhe1d, her
‘s:‘apport of, South: Africa’s . _There
nonuslatxon Jdand ;S

' r;rca faxled‘ t.or‘
‘the: Técessary voles,

votes, 6 o ‘Swazilind " i Lidyd: nofed the
.and 5 'from Malawi, - alf . ifference m approach
! .exportmg nations, Jalong Y

- With “Southr* Afries s-BL - thIs*\lyear o the par‘t oF,
votes, South Afncq wa.s b

successfu], .

‘I‘Fns yea‘r there
was' a, mueh:greatép Poli-
“ticalsfill to~negotlate an
‘agrggment: that: ~will -hold:

-been 2 ‘desire by aft to
‘haveiy. new ‘sugar. a,gree- '
-"menbas ‘Soon asipossible,
Jhas.been a Strong’,
. Inove! ,to estabhsh proce-
, dures for, Workingw
L B thiSvear as fnithe - ;Eﬁ’g’g%:‘ﬁ-»a new P
R Apast sEVI Mauiting, 21 e

' ,tn

e Lssnmatmn Mx.‘ -H%bn--.; |

b ... Lloyd, attendmg he
%+ Mauritius '« imeeting - from :South
{Afnc?. said; "I‘hroughout
thlS‘WhOIe session, there
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By Vic Hanna siacd

THE South African Sugar Asso-
ciation has arranged a 25 million
dollar borrowing facility with one
(S)f the largest banks in the United
tates. -

The facility was arranged by the
general manager of the associglion,
Peter Sale.

The 25 million dollar line of éredit
has been made available on the basis
of a year to year review. Should the
facility be used the interest rate’ pay-
able by the association will be linked
to the current market rate at the time

., of taking up the loan. '

. Negotiations* were opened «with
I .thé bank some fime ago and during
August this year a two-man investi-
gating team from the American hank
visited South Africa to study the gugar
induﬁtry. ’

“We are not borrowing the nfoney
at the moment,” says Peter Sale, “hut
hy establishing the facllity we' have
cleared our credentials with the Ainert-
can bank.” :

The arrangement provides for the
association to take up the loan in any
curr;niy ofSits choice, , 4

. reter Sale is partioularly ha
with the terms of the arrangemepnpt?;
especially as the association is” not
paving commitment fee for ' the
facility,

And by establishing
its credentials with
one US bank means that
the association now be-
comes a known quantity
on the American money
market and can deal
with other institutions
without lengthy fam-
iliarisation discussions.
" The Sugar Associa-

Sale
cleared cur credentials”

Peter *“We've

" ra

25m dollar
loan facility

By the end of this ily of

South African
year the association will

sugar . which, coupled

tion up to now has used
London banking {acili-
ties to finance the deal
ing that it undertakes on
the world sugar mar.
kets,

The degree to which it
is operative on the in-
lernational money
Mene was proved st
yeiar when Joans totul
ling R230 milllon were
arranged by Peter Sale.

The American con-
nection was needed, he
says, to provide flex-
ible f{financing arrange-
ments for the associa-
tion.

“When one operates
on the US sugar ter-
minal market ong has to
put up money by way of
depaosits in domestic US
dollars, So we had to
arrange a facility of this
kind.”

have delivered a f{otal
of 125000 tons to the
US since the terming-
tion. of the Sugar Act at
the beginming of this
year .
In terms of that Act,
South Africa’s quota to
the: US was 55000 tons.
S0 the termnation of
tho Act hay led to o
huge surge in  sugar
deliyeries to the US.
One of the reasons in
delivering higher ton-
nages is to establish a
past performance of
delivery so that, in the
event of a reintroduc-
tion’ of a quota system,
there is the possibilty
that South Africa’s allo-
cationn could be higher
than before,

“The American refin-
ers have shown a dis-
tinet liking for the gual-

with the rapidity with
which we can ship from
our Durban terminal,
has provided us with a
very good market” he
says.

As yet the association
has mnot opened an
American offlce similar
1o the ene in London
beeause  “we  dy  not
want to run the danger
of being classified as
trading in the States
with consequent taxation
problems.”
=At the moment we
préfer to deal through
brokers.”

With the assoclation
becoming more active on
the overseas market
similar  tie-ups  with
banks in Canada, West

. Germany and Japan are

a distinct 'possibility,

RO )

IR v s o



e

-ALL SET FOR NEW 7
SUGAR AGREEMENT

S TRIGWE
Y B vxc HANNA
F‘:nanc:al Editor kl s

CONDITIONS for negbtiating a new interna-
tional sugar agreement can hardly be more ap-
propriate than they are at present according to
the chairman of the South African Sugar As-
sociation, Mr Anson Lloyd.

- Recently Teturhed from ‘ ;
the Haymarket headquar- CLIMATE
ters of the Intematilonal
Sugar Organisation whers
he attended the two week PERFECT
annual * rﬁoetmg doff thg
council, Mr Lloyd foun .
that both from 1mportmg s AYS
and  exporting  nations’
points of view there ap-
peared to  be sufficient ANSON
common ground for the re-
establishment of the cur-
rently suspended Inter.
national Sugar Agreement, LLOYD

Since' the beginnmg of

1973 the 1SO has had no 1ave not wasted years,
contro] over .international ' +1e¥ have given the secre-

tariat the opportunity to
sugar trading and prices oo o peroite forms of
have, since the elimination agreement and other met.
of any controls, gyrited hods of price determinas
wildly from a high point

' tion.
. of £650 (R1000) a ton in.
-Anson-  Lloy d »x»  November last year to “Taking the Jong term {

“belter off in the long  around £150 (R240) at the View you are far better
term” moment. . off having an. agreement.
—_—— — ~  “At'the moment there js YOV have stability, control

no threat -of a huge sur- and order in an xr’rlternae
. plus o of a shortage,” he . tional sugar market.

' said, “which. means' from But the problem, ag far
both' ‘an’ unporters and . as South Africh is cons
an exporters pomt of cerned is that any price
‘Vlewfnegotxatmg conditions 4 levels agreed -to have to be:
- are. comdauswe to.. agree- 1 discounted by the amount .
ment." '; by which the export earn-
A small group of ‘selects - ings 'subsidise the locdl
ed Jindividuals will: ndw be market. South Africa is
‘chosen to prepare a report ‘one of the few countries
for-, the -council which ' where the domséstic price
should be ready by. April is substantially lower than
next ' year. - Stould the productmn .costs, The
couneil . fmd conditions . shottfall is made up by
still a.menabﬂe t6* agree:  revenues obtained on the .
- ment - & negotiating confes "export market which em-
rence will be- held ‘in phasrses the importance of
1 Septémber -or October next overseas frading on prof;ts
year.which could result in  niade . by .the 1local in-
. the_ re-establishment of an . dustry
,Intematxonal Sugar Agree- sSo, South Aﬂrma will

~

» ment dn, 1977 o . seek posmbly a, higher ,
~Tids . an; accord that An- «." floor: ‘price; ‘than othér ex- L. 3

I -gon Lloyd hopes wrll come f -porting countrnos !
about e, T This - factor, probably

“Smoe the suspension of +;.more: than anything: else,
the agreement wef "have. - must , have the, effect of
\been ‘th ugh-; 0} jyears of . necessrtatmg an ‘increase
,convulsi oy -v:with wildly ih . the.domestic ‘price of
gwatmg prices. But these ¢ ~sugar hext year: . .
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SA’s R603m sugar industry — one of
the country’s most important foreign
exchange earners, expected to bring in
R21Im from exports this 1975-76 season
— will be facing a crucial time in 1976.

In less than two years it has moved
from being as near a blue-chip agricul-
tural investment as one could possibly
expect to one hedged about by uncertain-
ties, both locally and internationally.

This remarkable change has been
caused by a combination of a sharp drop
in the international sugar  price, two
reductions in the local price, and rapidly
escalating costs incurred by millers and
ErOWErS.

For more years than the industry cares
to remember, local production and dome-
stic sales have been cornerstones of the
industry. Indeed, theé Sugar Act decrees
that not a ton of sugar may be exported
until local market needs have been ful-
filled.

More recently, however, exports have
played an increasingly vital role. More
than 1Mt was exported in 1967/68 and
1972/73; and while the value of these

1088

From bluechip export earner to an uncertain future — all in the
space of two years. What are the problems facing the sugar

industry?

Sugar’s sour

outiook

exports can’t be gauged by the London
Daily Price, which reached a giddy
R650/t in November last year {average
local price: R107/t) they are a major fac-
tor. Sugar’s economy has thus more
recently relied on the development of
overseas markets; three years ago
exports took up 52% of total production.
It was as much as 58% in 1967/68.

But metrication, two domestic price
cuts totalling 20% (bringing refined sugar
down from R132,78/t to R108/t and
brown from R126/t to R101/t), and

0 4y - Sogoe
> ®

F b /?%&/7S/ |

increased African wages, have all since
contributed to a surge in local sales. They
increased nearly 8% in 1973/74, 7.4%
last season and this season are expected
to climb another 6,7%, from 1,053 Mt to
1,124 Mt. ,

This has led to a spectacular turn-
around in local and export sales, with the
former expected to take 61% of this

. season’s total production.

The danger of this situation is clear.’
The average price of local (white and
brown) sugar is R106,96/t, and, with the

Financial Mall December 19 iyrs-
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industry reckoning overall sugar produc-
tion costs at R182/t, it means this season
exports are subsidising 61% of produc-
tion by about R75/t. That’s all very well
so long as export prices keep up. For-
tunately, even with the plunge in the LDP
this year, SA’s export prices will be suf-
ficiently buoyant — through hedging and
forward pricing — to earn nearly
R298/t.

The crunch, of course, will come if
world prices stay down. Since the foun-
dering of the 1968 International Sugar
Agreement at end-1973, export prices
have been chaotic. Last year the LDP,
averaging £300/t, peaked at £650/t,
plunged back to £128/t in June this year,
and is now running around £160/t.

Those sort of gyrations can play havoc
with earnings — more particularly when
coupled with a crop fall. Earlier drought,
which reduced SA’s estimated sugar pro-
duction by 100000 t to around 1,835
Mt, and a falling LDP has brought this
season’s expected proceeds down from
R361m to R338m.

There have been other setbacks too.
Another 50 000 t of sugar expected from
further allocations of caneland (6 000-
7000 ha) has not fully materialised,
while three mills {(Amatikulu, Malelane,
and Union Co-op) are also expected 10
“lose nearly 100000 t in estimated pro-
duction because of technical problems.

Moreover, heavy rains during the past’

2-3 months of harvesting have resulted in
the worst cane-sugar ratios in 30 years.
Today it is 9,23 and is expected to wor-
sen to 9,35 (against last season’s 8,97).
That means a loss of 77000 t on this
season’s expected 17,152 Mt of cane.

Another global problem is that during
the last two years, high prices, allied to
the further strain of high oil prices, have
had a marked effect on world consump-
tion. Consumer resistance and the shift
by some manufacturers to glucose syrups
has led to a marked drop in important
markets like the US (down 149%),
Canada and Japan (down 26% at one
stage, and now busy trying to cancel or
defer some of its big import contracts
because of the continuing domestic con-
sumption decline).

All told, the world is reckoned to have
lost 5 Mt of potential sales through the
initial flattening out of the normal 2,5
. Mt/a consumption increase and the sub-
sequent reversal. True, high prices have
generated some expansion, but it’s only
been sufficient to replenish run-down
stocks.

. At one stage it.was generally believed
that Russia, because of its bad beet crop
this year, would need to buy on the free
market, and 5o lead to another LDP
push. But this is no longer likely.

As a result, the LDP has been on a
£148/t-£168/t plateau since end-Sep-
tember and the general feeling in the SA
industry is that it would be unwise to
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expect more than an average £150 dur-
ing 1976. This appears confirmed by the
£166/t quoted earlier this week for May
1977 futures, the furthest forward assess-
ment.

It’s this prospect that makes the
chances of negotiating a new Interna-
tional Sugar Agreemerit seem reasonable.
Certainly last month’s International
Sugar Council meeting saw the first dis-
play since November 1973 of any poli-
tical will for a new agreement.

Importers and exporters seem ready to
accept £150/t as a reasonable base for a
new ISA. It is already the EEC interven-
tion price, as a guarantee o its beet
producers. The IS Council is now work-
ing on a draft agreement which could
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possibly lead to a Geneva conference in
September-October.

If there is a meeting, circumstances
will be vastly different to those ruling
during the abortive 1973 negotiations.
The world free market has expanded
from 8 Mt to 15,2 Mt with the abandon-
ment of the Commonwealth Sugar
Agreement and the US Sugar Act; artifi-
cial sweeteners are a continuing threat;
Unctad is intruding into all commodity
agreements; Latin American Caribbean
countries have suggested a reasonable
world price would be 20-30 USc/Ib com-
pared with the 11c maximum suggested
in 1973; and some groups have even
investigated sugar SDRs.

Should there be a new agreement
based on £150/t (in real terms about the
same as the £80/t talked about in 1973)
it would probably take some time for the
market to stabilise sufficiently for prices
to move up any appreciable extent.

R LR

It's cheap, but for how long?

On today’s production z price of
£150/t would mean a drop in export
earnings, as there’d need to be an average
LDP of £186/t to meet this year’s
average export price of £298/t. But
assuming a crop of around 2 Mt next
year and an export surplus of 850 000 t,
a £150/t price would still earn R214m, or
about the same as this year.

Either way, an LDP of £150/t or a
new ISA based on the same price, still
means the SA sugar indusgry is commit-
ted to gearing itself to a steadily growing
local market, where every ton sold is at
a production loss.

Indeed, sugarmen are adamant that
there is no way of expanding the industry
on today’s returns of 7% on conservative
replacement values for growers, and 14%
on book value for millers. These returns,
fixed five years ago, are reckoned to have
been made completely inadequate by
inflated costs, and have for the last six
months been the sybiject of a BTI investi-
gation. - -

The danger of leaving things as they
are have been stressed by SA Sugar
Association chairman Anson Lloyd,
who has pointed out that at today’s local
consumption rate it would take a mere 12
years to absorb the entire existing
1972/73 production record of 1,913 Mt —
implying a complete loss of the export
market, and foreign earnings. ,

To allow returns to be more realistic,
sugarmen believe there should be a
gradual increase in the local price of
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sugar.

But the burning question is whether
Minister of Economic Affairs Chris
Heunis can afford to agree to a price hike
in today’s economic climate, more par-
ticularly in the light of his own anti-infla-
‘tion push.

Some in the industry might fondly
imagine that if they are able to demon-
strate a clear need for a price increase,
they’ll get it. Pretoria, however, could
well regard a price increase in so basic a

commeodity as politically dangerous.

Even if an eventual price increase is
inevitable, it could be that next year will
see Heunis continuing to allow an
under-recovery of costs and using the
Price Stabilisation Fund — which will
reach about R110m this season — as a
buffer.

He dare not, however, allow the PSF
to run down too far, because if that were
to coincide with a bad crop and/or a low
world price it could mean wiping out the

The top reporters

As standards continue to improve, there are big changes at the
top in this year’s annual FM accounts award. Our

congratulations to PP Cement

Winning the FM Award for the best
company report of the year has never
been easy. Even before the Companies
Act, 1973, came into force at the begin-
ning of the year, a report had to be bet-
ter-than-good to make the Top Twenty.

Now in the twelfth year of this Award,
a report has to be excellent to make the
grade, thanks to the higher disclosure
Jevels made mandatory by the Act. We're
delighted, of course, even though the new
legally required minimum standards have
made the job of distinguishing between
the excellent that much harder.

That many companies go beyond the
Jetter of the Act’s requirements in giving

TOP TWENTY

Pretoria Portland Cement
Ovenstone {avestments
Rennies Cohsolidatett
*Protea Holdings
Scotts Shoe
*Massey-Ferguson
Putco
“Willlams, Hunt
*SA Brewarlies
*Cullinan
Kohler Brothers
Edworks
CNA lhwvestments
. "SAAN
Frasers
t QK Bazaars
TW Beckett
Croakes Brothers
*Stein Brothers
Man-About-Town
Below the line:
SA Druggists
Stuttaford

*n last year's Top Twenty.
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shareholders information is as it should
be. Yet there are a lot whose statements
fall short of what we, and the University
of Pretoria’s Bureau of Financial
Analysis, would like to see.

Tukkie’s and FM jointly — and
thoroughly arbitrarily — agree the rules,
and the Bureau’s computer assesses the
reports. We believe, for example, that
sharcholders are entitled to know
exactly what accounting policies have
been used, and why. We think it’s impor-
tant that investors should know, via an
analysis of shareholdings, the spread of
ownership. We don’t think it’s enough to
disclose a parent company’s existence:

PP Cement's Luyt . ..
a solid performance

"

R I
fund altogether in one season. &

Heunis cannot forever ignore the need
for expansion to safeguard foreign
exchange earnings. However, he might
choose to start phasing in increased
returns only in 1976-77. For to do so any
earlier, he might argue, is far too risky,
economically as well as politically.

In that ¢vent 1976 will see the SA
sugar industry praying harder than ever
for good weather and a reasonable world
price.

i

we think shareholders are entitled to
know the percentage of control held.

So, although reporting levels have
improved considerably over the past
decade (and they again rose appreciably
last year, particularly at the top end of
the spectrum) there’s plenty of room yet
for betterment. And, judging from the
number of ’phone cails received recently
about the rules governing the FM Award,
there are more than a few companies
keen to rank among the front runners.

All should keep trying; the changes we
had to make to the marking rules for the
1975 competition (to allow for the higher
legally required standards) produced

OlL’s Ovenstone . . .
a fine calch
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SA’s R603m sugar industry ~— one of
the country’s most important foreign
exchange earners, expected to bring in
R 21 1m from exports this 1975-76 season
__ will be facing a crucial time in 1976.

In less than two years it has moved
from being as near & blue-chip agricul-
tural investment as one could possibly
expect to one hedged about by uncertain-
ties, both locally and internationally.

This remarkable change has been
caused by a combination of a sharp drop
in the international sugar price, two
reductions in the local price, and rapidly
escalating costs incurred by millers and
ETOWErS.

For more years than the industry carcs
to remember, local production and dome-
stic sales have been cornerstones of the
industey. Indeed, the Sugar Act decrees
that st o len ol sugin Ny he exported
antil local macket needs have heen ud
filled.

More recently, howcever, exports have
played an increasingly vital role. Morc
than 1Mt was exported in 1967/68 and

1972/73: and while the value of these

1088

From bluechip export earner to an uncertain future — allin tﬁé"»?,
space of two years. What are the problems facing the sugar L

industry? ’ _

Daily Price, which reached a giddy contributed to a surge in local sales. They
R650/t in November Jast year (average increased nearly 8% in 1973/74, 7,4%:
local price: R 107/t) they are a major fac- last season and this season are expecteds
tor. Sugar’s econmomy has thus more to climb another 6,7%, from 1.053 Mt't‘(i)‘@‘

W

) . . ‘ e
exports can’t be gauged by the London increased African wages, have all slﬁgéi%zi

recently relied on the development of 1,124 Mt. ) 1
overseas markets, three years ago This has led to a spectacular turnd
exports Look up 52% of total prodfuction,  around in local and export sales, with Ehey
1t was as much as 58% in 1967/68. former cxpected to take 61%- of thig

But metrication, two domestic price season’s total production. o
cuts totalling 20% (bringing refined sugar  The danger of this situation is ‘cleafdy
down from R132.78/t to R108/t and The average price of local (white and’
brown from R126/t to R101/t), and brown) sugar is R106,96/t, and, with thgisf

w’i{l’;
Financial Bail Docember 19 '}1_9{\'? .
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industry reckoning overall sugar produc-
tion costs at R182/t, it means this scason
exports are subsidisimg 6 1% of produc-
ton by about R75/1. That's all very well
0 long as export prices keep up. For-
tunatety, even with the plunge in the LDP
this year, SA’s cxport prives will be suf
ficienty buoyant - through hedging and
lorward pricing - - to carn necarly
R298/t.

The crunch, of course, will come if
world prices stay down. Since the foun-
dening of the 1968 International Sugar
Agreement at end 1973, export prices
have been chaotic, Last year the LDP,
averaging £300/1, peaked at £650/t,
plunged back to £128/t in June this year,
and is now running around £160/t.

Those sort of gyrations can play havoc
with earnings - more particutarly when
coupled with o crop fall, Varlier droug,hl,
whith reduced SA's estimated sugar pro
Aduction by 100000 t o wound 1,835
Mt, and a falling LDP has brought this
sweason's expected proceeds down from
R36Im to R338m.

There have been other setbacks too.
Another 50 000 t of sugar expected from
further allocations of caneland (6 000-
7000 ha) has not fully materialised,
while three mulls (Amatikulu, Malelane,
and Union Co op) are also expected 1o
lose nearly 100000 t in estimated pro-
duction because of technical problems,

Morcover, heavy runs during the past
1-3 months of harvesting have resulted in
the worst cane-sugar ratios in 30 years.
Today it is 9,23 and is expected to wor-
«en to 9,35 (against last season’s 8,97).
That means a loss of 77000 1 on this
season’s expected 17,152 Mt of cane.

Another global problem is that during
the last two years, high prices, allied to
the further strain of high oil prices, have
had a marked effect on world consump-
tion. Consumer resistance and the shift
ny some manufacturers to glucose syrups
has led to a marked drop in important
markets like the US (down 149%),
Canada and Japan {down 26% at onc
stage, and now busy trying to cancel or
defer some of its big import contracts
necause of the continuing domestic con-
sumption decline).

All told, the world is reckoned to have
0st 5 Mt of potential sales through the
nibial flattening out of the normal 2,5
Mt/a consumption increase and 1he sub-
~equent reversal. True, high prices have
senerated some expansion, but i°s only
been sufficient to replenish run down
stocks.

- At one stage it was generally believed
that Russia, hecause of is bad beet crop
thay yer, would ueed 1o hay on the Dee
market, and so lead W another LDP
push. But this is no longer likely.

Au a result, the TDP has been on a
i lh ¢ i tH(:l '1 platian b . ..‘?,Il :'J:'{'
rember and the peneral feeling in the SA
mdustry s that t wauld be unwise 1o

tinancial Mal Decamber 19 195

expect more than an average £150 dur
ing 1976. This appears confirmed by the
£166/t quoted carlier this week for May
1977 futures, the furthest forward assess
ment.

IUs this prospect that makes the
chances of negotiating a new Interna-
tional Sugar Apreement scein reasonable.
Certainly last month’s International
Sugar Council meeting saw the first dis-
play since November 1973 of any poli-
tical will for a new agreement.

Importers and exporters seem ready to
accept £150/1 as a reasonable base for a
new ISA. It is already the EEC interven
tion price, as a guarantee to its beet
producers. The 1S Council is now work-
ing on a draft agreement which could

4 ™

SWEET AND SOUR

mitlion tons 14

. !
domestip market ad
consumnption

67/68 6970 7172 7374 *75/76

~wa Yostimate

possibly lead to a Geneva conference in
September-October.

If there is a meeting, circumstances
will be vastly diferent to those ruling
during the abortive 1973 negotiations.
The world frec market has expanded
from 8 Mt to 15,2 Mt with the abandon-
ment of the Commonwealth Sugar
Agreement and the US Sugar Act; artifi
cial sweeteners are a continuing threat;
Unctad is intruding into all commuodity
agreements; Latin American Carthhean
countries have supgested a yeasonable
world price would be 20-30 USc/lb com
pared with the 1lc maximum suggested
in 1973; and some proups have cven
inveniigled stgar STYR

Should therc be a new agreement
based on £150/t (in real terms about the
same as the £80/1 talked abow 1 1973}

‘I:‘ i r.d*i:i ]ﬂnl‘i;ﬂwh l-*i.”; By |é1".’- frer t?'r-
mai kel to stabilise sufficiently for prices
to move up any appreciable extent,

how long?

On today’s production & price of
£150/t would mean a drop in export
carnings, as there’d need to be an average

'LDP of £186/t to meet this year's

average export price of £298/t. But
assuming a crop of around 2 Mt next
year and an export surplus of 850000 t,
a £150/1 price would still earn R214m, or
about the same as this year.

Either way, an LDP of £150/t or a
new ISA based on the same price, still
means the SA sugar industry is commit-
ted to gearing itself to a steadily growing
local market, where every ton sold is at
a production loss.

Indeed, sugarmen are adamant that
there 1s no way of expanding the industry
on today’s returns of 7% on conservative
replacement valucs for growers, and 14%
on book value for millers. These returns,
fixed five vears ago, are reckoned to have
been made completely inadequate by
inflated costs, and have for the last six
months been the sybject of a BT1 investi-
pation. .

The danger of ‘leaving things as they
are have been stres§ed by SA Sugar
Association chairman  Anson [loyd,
who has peinted out that at today’s local
consumption ride it wonld take a mera 12
veary 1o ghsorh the enthie existing
1972/73 production record of 1,913 Mt —
mplying a complete loss of the export
market. and foreign earnings.

oty vobting T 1S e LRLREN
sugaimen believe there should be a
pradual increase in the local price of
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sugar.

But the burning question is whether
Minister of Economic Affairs Chris
Heunis can afford to agree to a price hike
in today’s economic climate, more par-
ticularly in the light of his own anti-infla-
tion push.

Some in the industry might fondly
imagine that if they are able to demon-
strate a clear need for a price increase,
they’ll get it. Pretoria, however, could
well regard a price increase in so basic a

commodity as politically dangerous,

Even if an eventual price increase is
inevitable, it could be that next year will
see Heunis continuing to allow an
under-recovery of costs and using the
Price Stabilisation Fund — which will
reach about R110m this season — as a
buffer,

He dare not, however, allow the PSF
to run down too far, because if that were
to coincide with a bad crop and/or a low
world price it could mean wiping out the

As standards continue to improve, there are big changes at the
top in this year’s annual FM accounts award. Our

congratulations to PP Cement

Winning the FM Award for the best
company report of the year hay neves
been casy. Even before the Companies
Act, 1973, came into force at the begin-
ning of the year, a report had to be bet-
ter-than-good to make the Top Twenty.

Now in the twelfth year of this Award,
a report has to be excellent to make the
grade, thanks to the higher disclosure
levels made mandatory by the Act. We're
delighted, of course, even though the new
legally required minimum standards have
made the job of distinguishing between
the excellent that much harder.

That many companies go beyond the
letter of the Act’s requirements in giving

TOP TWENTY

Pretoria Portland Cement
Ovenstone Investments
Rennies Conschdated
*Prutea Holdings
Scons Shoe
*Massay-Farguson
Putco
*Williams, Hunt
*SA Brewarios
*Cullinan
Kohior Brothers
Fabwonicn
CNA Invnstments
SGAAN
Frasers
0K Bazaars
1V He bl
Linokeg Nrotharg
*Steir: Brothers
Man- About Tawn
Balow tha tinu:
SA Druggists
Stuttaford

*in last year's Tap Twanty,

it g
Ity

shareholders information is as it should
be, Yel there are o ot whose statements
fall short of what we, and the University
of Pretoria’s Bureau of Financial
Analysis, would like to see.

Tukkie’s and FM jointly — and
thoroughly arbitrarily — agree the rules,
and the Bureau’s computer assesses the
reports. We believe, for example, that
shareholders are entitled to know
exactly what accounting policies have
been used, and why. We think it’s impor-
tant that investors should know, via an
analysis of shareholdings, the spread of
ownership. We don’t think it’s enough to
disclose a parent company’s existence:

PP Cement's Luyt . ..
a solid performance

fund altogether in one season. ,
Heunis cannot forever ignore the peed: +x4%
for expansion to safeguard foreign < .5
exchange earnings. However, he might f
choose to start phasing in increased 'r’
returns only in 1976-77. For todosoany ', . &~
earlier, he might argue, is far too risky,"'{“;' :

sugar industry praying harder than ever
for good weather and a reasonable world -
price. -

+ L) ‘ﬁl‘n
we think sharcholders are entitled to -7¢s
know the percentape of controd held,

S0, although rcporting levels have
improved considerably over the past ©
decade (and they again rose appreciably i
last year, particularly at the top end of - %
the spectrum) there’s pleaty of room yet
for betterment. And, judging from the -
number of "phone calls received recently 5
about the rules governing the FM Award, - b/’
there are more than a few companies
keen to rank among the front runners. S

All should keep trying; the changes we -
had to make to the marking rules for the
1975 competition (to allow for the higher '
legally required standards) produced

Ry agm.

a fine catch
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Development aid programmes often

+ founder on the folly of fertilising ignor-

t ance with money and hoping for the

i best. The Sugar Association is taking

i good care to avoid such mistakes in its

1 efforts to help small growers,

.; Its Small Cane Growers’ Financial

# Aid Fund made 1 200 loans, totalling

4 R1,3m, by the end of January after 22

4 months of business. A slow start, but

4 the pace is hotting up, says Fund

4 manager Alfred Schaffer, a former

; Chief Rantu Affairs Commissioner for

s Natal. Latest venture is the donation
of three farmers’ centres to the

!! KwaZulu Government and the addi-

i tion of another R5m to the Fund for

4 what it calls Phase Two development.

‘g The R5m to start the Small Cane
- Growers” Financial Aid Fund came
i from the proceeds of the 1972/1973

ﬁ sugar crop. The second RSm for Phase

y Two -— carmarked for black develop-

1 ment Bag heen made available by
I the Sugar Association’s development
i; section.

[

y Although the Fund is open to”all
“races the main beneficiaries are

I intended . to be African, Indian and’

i Coloured growers who lack capital
i and skills. Africans suffer from addi-
f tional handicaps under the migrant
# labour system and from uneconomic
i agricultural units arising {rom every
i married man’s traditional right to land.

IEW DEAL FOR CANE COUNTRYermermomsrnr o

Their productivity is approximately
half the industrial average and many
Black growers fail to deliver at all in
SQmMe $easons.

The farmers’ centres are intended as
places where Zulu farmers can go with
their extension officers on short
courses to acguire agricultural
know-how. They will also serve as
community centres for their areas at
Ndwedwe and Ngoye on the north
coast and Umzumbe on the south
coast,

Phase Two is aimed at the develop-
ment of large blocks of land which will
thereafter be allotied on a viable unit
basis, with many services for the settle-
ment being undertaken co-operatively.
The KwaZulu Government will select
areas suitable for block development
of cane and sell the idea to the people,

Contractors, inevitably White at
first, Will be engaged (o develop the
areny with the asslstante of the people
who will be paid at industrial rates
while learning to farm their land using
modern methods.

Proceeds from the first crop will go
towards repaying the Fund’s loan and
the contractors take their cut in the
form of a management fee. Thercafter
it’s up to the community to put their
newly-acquired skills to work for their
own profit.

Sugar Association chan‘man Anson

- ment of lo 'nf

Lioyd noted recently that i bkl e &
possihle to develnn 30000 ha Af '"my\ T

farming populatmn of 10 (0 dnd Vteid
an annual revenue of al lenst R ?Gm b

was a mere R3 bm a0 there is nlenly cf
scope for imarovement.

One worrvinn senpet Sy the v-nmd LR ()
rise in development conster fromeiy ?L“
R300/ha. when the fund sot going it
Aprit 1974 to abowt R0 —— and
costs are sill rising. lewower, repaybiy
already  eranind mdz,

will heip m Iw’n lhmm poina fm e
while yet. - g
Loans are repayable over 19 vz,arsw»;{i!
at 3% for the firet foure years and 5% .5,
for the remeinine oy weaes Nevcr*“é’igr
more than 23% of the proceeds tmmr
one season are demamlod in repay-
ment. g
Reventy o aew tyee of e, mainlieses
for the benefit of smalt Enfimn anemf;”ﬂ*fm) -
has been mtreduced. Thes Ratophy:
Management Teans o h-d‘u\.l A @
maximum of RIS0Vhe far Fatilicar 'u:d,
weedicides for o snecific cvan and infls
be repaid in tull when that crop 3
harvested. Makmg elficient i'rmers-«? :
out of a poor peasant pﬂpulahon‘-rs a3 yle
slow business hm at ieast ¢

been made. .
1t will be a slow grirnd.

res-
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SUGAR growers and millers will be shocked to jearn that they
will not, for the present anyway, rveceive any help from the

i e

‘Government 10 fighting their losing battle with inflation.

heir vequest for help, in with -price trends in .
by being allowed 4 moré other sectors. : gfgﬁhegor Sgggiginéef::xg

ing ahout:a year. 4

increase by the month.

.price,
compensates for "the lo
return 'received in

market. " B
«.. put,. this is where t

- industrd; - because .

“ieaving:less:sugar:for

e

-current high prices
i Last, - year; '

Vabroads ,c,
. 4_‘-"1This,<,i,wa‘s~
"'of. ‘the ;position 3

)

need

sty

o
e "y

AMOION. " o -

turned down after inve- * sation fand ‘but two bad
stigations” and talks last- ' geasong-on the run could

i he...,
danger’ | les - for. *; the”’
g ot /.
< gumytion; &t home: ig-in,
. ereasing, which- ‘mreans-
~«that :more’ gugar hasi to
" e gold:at the low . price "}
:leay the :
" export “market’ and. its”

“South

“Afrjea: produced ;4 total
'!ﬁof'*1}883195;"mgtriic::;‘.gtbns. '
. L L 0 a" \‘.‘ aty

stotal: of
ons -was sold’ ab . |-

“when 1914 g01; tonst were " |
“'produced;- ‘1 004 601, *tons |

.
¥paiid; to alke’ 1ore,. z
il Ngar: - availaple:, o Jor |

is abroad: Bl here: \ :

ars 3
| BV o aatoibe
pisooqd "NVEANA V.

realistic return on’ their . The industry has a H ;
e eations, has  been  buferin 15 price stabili- gggaghagt‘;;‘ﬂgﬁg’ﬁifgg

level.

b i

"+ Jntck the bottom out of

thT{le _tinduStrY" claimlsr' tHe fund.. .
that « 1ts - gI'OWEI‘E' -onty . T o " o

. receive 2 7 - percent g rexport prices
|' return on their replace-
| rent values and rillers
, get 14 percent, on‘the | 7
" poole  value ' of plant. Governipent's, " interests

‘lso be‘in trouble. |
“gt s ‘a8 puch in the

v e

v ‘gropped “tHéfund * could

-,{roday’sf .repla,cement . gacit Tie for sugarmen
sosts. of plant bear no , tha

relation to book value = Fernains profif:éible’ “and
| ‘and prices continue to ' uplat |

Y theindustry: should

. ablehito) expand.» The
syt inflation- campaign

I;E'gge:iﬁ%u'stﬁg;‘s‘ al;lgogz . is.;iﬁ;pa‘rtanthbut so are
. , .o I s) e al .-earn-
_‘Watgr\be‘cause the gxpprt i fofl‘r-'%l%? excl nge . &
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aboitt £1 tor‘;,r o Meanwhile, — the
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The Natal Mercury, Friday, April zs, 1976, 4

implement g recommendation by the Board of Trade

and Industries that businessmen in the sugar industry nc ’ fease

be paid on 3 basis considerably more advantageons

th - . M.

Sresterday, Sa'pa reported. ' m tu rn O r
The recommendation followed an Investigation by

the-hoard af increased representations had heen re-

ter
ceived that the basis of Payment of the Sugar industry 23
had become unrealistic in view of bregent-day cireums.

L]
stances and should be revised, S u a :" zS
“The most important recommendation in respect

of sugar millers is that the present return of 14 pereent M

-]

a return of 12 percent, on replacement values, which in

fact means an Increase of approximately gix percent. ' e ec e

age points in the present rate of return,

that the retumn and manageria] remuneration be com- will receive the news that Mr. Heunis has turneg
bined, and that ag amount of R145 a hectare be paid in  down the industry's plea for a new price structura

with profound disappointment, according to Mr, Anson

ave understanding for the arguments put for. Lloyd, chairman of the South African Suger Associa.
ward by_ the board in Support of itg récommendations, tion,

) is, however, beyong! doubt that the proposed Commenting on Mr, Heunis's statement that he
Increases in the remuneration of ‘entrepreneury in the would reconsider the industry's Proposals if the sugar

wiil necessitate the Govgrnment increasing the Price  of £180 5 ton would remain at this levei,

prli c . “Sugar is g volatile commodity and it ig Subject
Mau_ﬂy for this reason the Govex;nment is not pre. to violent fluetuations, A ot will depend on the
bared to implement the board’s recommendationg

- - - European best crop. If it is a large one our export
Our financial editor writes: The sugar mdustry  priee could be affected,”, :




Jor bigger shar

DURBAN — Mr Anson
Lloyd, chairman of the
South African Sugar
‘Association, said here that
the cost to the sugar -in-
-dustry
sugar for Jocal consump-
‘tion was rapidly
approathing R100-million
a year

The industry was con.
cerned, he said, over
Gdvernment's decision
not to implement . the

of subsidising:

‘recommendations of the
Board of Trade that the n-
dustry shouid réceive 4
large share of its-earnings,
.and it was to make
representations to the
Government to reconsider
its decision.

The industry felt the

decision discriminated
Fkision !

ff”;‘v-:i‘" ;Aﬁ‘b\

asks
' DD
e 2)s]7¢

against the sugar industry
to a greater extent than
‘was called for in the anti.
inflation campaign.

._The industry, he said,
was fully conscious of the
Government's determina.
hon to control inflation,
and was willing to make
fts fuil contribytion. The
price of sugar had been
‘Teduced twice in the last
few years,

. Although the Govern- |
ment had altered the pre- -
sent formula in- parts to
give the“sugar indusiry a
_s!ightly_largen,sharge of the
revenue it had earried, the
Anereases bore no relation
to those recommended by
the Board of Trade.

+ ThHe Boardiwas ap.
.pointed moré.than a year
/3g0 by the.Govérnment to
conduct ‘an: investigation
into-the. price-formula. for .
the division of proceeds to
sugar millers, refiners and
growers, from the sale of
sugar. — SAPA,




Sugar workers . . . dropped
in the cart by you know who

“If you’re writing about the sugar
industry you could have a drawing of the
goose that laid the golden egg with its
head being chopped off,” suggested
Sugar Association chairman Anson
Lloyd.

That is exactly how the South African
sugar industry feels about government’s
refusal to implement recommendations
by the Board of Trade after a year’s inve-
stigation of its affairs.

Among the industry’s complaints are:
® It is being obliged to absorb increased
costs out of inadequate returns on capi-
tal;

@ It has to subsidise local consumption
heavily out of export earnings which will
noiI necessarily remain at present levels;
an

® Uncertainty over government policy
towards the industry is making planning
extremely difficult and inhibiting expan-
sion to cope with anticipated demand.

There is some impressive evidence to
support this charge sheet. Cost of pro-
duction this season is expected to exceed
R200/t but the industry receives only
R106/t from local market sales
estimated at 1,2 Mt Thus local con-
sumers are receiving a R113m subsidy
from export sales..

Such heavy reliance on an unstable

Financial Mail May 14 1976

export market is a calculated gamble. It
may come off. Anticipated earnings from
exportind 852000 t at R275/t are
R235m for the 1976/77 season. But the
industry remembers 1966/67, when the
export price of R33/t brought in only
R27m from 818 000 t exports.

“During the past three years,” says the
BoT report, “sugar was the second most
important (after maize) agricultural
product exported and accounted for an
average of approximately 18% of the
total value of all agricultural exports.”
Ironically, by keeping the local price
down to a level lower than anywhere in
the world, the balance available for
export is curtailed at a time when export
prices are high and SA is in need of
foreign earnings.

The sugar industry was never particu-
larly happy about the formula for the
division of proceeds from the sale of
sugar devised by the Van Biljon Commis-
sion and which came into effect in the
1972/73 season. One of its main objec-
tions was that the allowances for
increased costs were linked to the con-
sumer price index which, it felt, was not
a reliable guide to the costs of a heavy
agricultural industry. Nor did it consider
returns of 7% on consérvative replace-
ment value for growers, and 14% on

INSIDE INDUSTRY |

In spurning BoT
recommendations government
appears to be gambling on a
healthy LDP return. It’s a
gamble which could well
back-fire

historical book values for millers, ade-
quate.

However, it was obliged to go along
with the formula, helped from time to
time by ad hoc ministerial decisions. The
industry hoped that when the formula
was reviewed at the end of the 1974/75
season a more realistic basis would be
achieved.

In February last year Minister of
Economic Affairs Chris Heunis referred
the matter to the BoT which spent a year
investigating the sugar industry and
reported this February, However, in
April the Minister announced that
government had rejected the Board’s
recommendations for improved returns
to the industry on two main grounds.
They would lead to a massive drain on
the Price Stabilisation Fund (PSF) which,
in turn, could lead to a sharp increase in
the domestic price of sugar which did not
accord with the anti-inflation campaign.

Paradoxically, government, presuma-
bly with the anti-inflation campaign con-
veniently forgotten for the moment, auth-
orised price increases for maize (18%)
and steel (159%).

The sugar industry was staggered. “In
effect”, says Lloyd, “we are now worse
off than we were before because the con-
cessions we had been allowed by various
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ministers were swept away — incentive
retention out of export earnings is an
example — and we are now obliged to
absorb 20% of increased costs out of a
lower return on capital.” Had the BoT’s
recommendations been accepted,
growers would have received 8,5% on
R1 566/ha, whereas they are now pegged
to 7% on R969/ha. The difference is
estimated at R25m.

The millers. instead of being allowed
12% on replacement values, are left with
the old 14% on historic book values —
a difference of R12m in their estimation
— and they too have to absorb 20% of
increased costs.

Depending on what happens to the
London Daily Price, the Sugar Associa-
tion estimates that the effect of holding
the line could be to bring the PSF, which
peaked at R94m, down to about R30m,
which would place the industry in a vul-
nerable position.

The PSF, originally established to
cushion the industry against three con-
secutive bad seasons, is being run down
in what is expected to be a record season.
For every £10 the LDP falls the PSF
loses R10m and., notes Sugar Association
GM Peter Sale: “We have to take into
account the depreciation of sterling.

Since March, the pound has dropped in
value by between 8% and 10%™.

Of course. it's possible that the LDP
will take off again. That is precisely the
gamble government is taking. If it
doesn’t, it is difficult to see how a sharp
increase in local market prices can be
avoided. It becomes purely a matter of
timing.

This is not to say that the industry. in
which there is an investment of some
R750m, is in dire straits. The dispute
relates to R38m out of a total income of
R370m.

“But,” warns Lloyd, “we have to plan
ahead for the next 10 years when local
market consumption, we think, will rise
from 1.2 Mt to 1,8 Mt and we must know
what government’s intentions towards
the industry are. No new sugar mill has
an earthly hope of becoming viable under
present conditions and existing investors
are simply not inferested in expansion.”

Technically, growers cannot switch
easily from cane to other crops but there
are some areas, such as the Eastern
Transvaal, Pongola and the Nkwaleni
Valley where other crops will grow and
are being considered. More importantly,
where there is a marginal choice, cane is
becoming the loser.

Saving precious little

Next Wednesday, SA’s 10 or so oil
recyclers go into a huddle at the Depart-
ment of Industries to consider a draft
regulation on the control and disposal of
used mineral oils.

Several loose ends have yet to be tied
but the suggestion is. among other things.
that it will become an offence to destroy,
burn or dispose of mineral oil, used or
virgin, and so cause any form of pollu-
tion.

It’s also on the cards that wilful con-
tamination of used mineral oil with more
than 109% foreign matter will become an
offence. The disposal of non-refinable
residues by the recyclers is also provided
for.

There’s also sure to be an obligation
placed on the public, with certain excep-
tions, to return used oils either to the
original supplier or to the nearest reseller,
re-refiner or distributor.

Neither can any of these potential reci-
pients refuse to accept delivery of such
used oils, it’s suggested.

The proposed legislation is not before
time. It was first mooted in mid-1974,
probably as a reaction to the oil crisis of
late 1973. However, the problem of pol-
tution remained and this, as much as any-
thing, has kept the ball rolling — albeit
slowly.

But, pollution or not, oil recycling
obviously offers substantial savings on
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foreign exchange.

Today, industry uses an estimated
320m litres of lubricating oil a year, of
which only about 30 000 litres are being
recovered. That is. recovered as opposed
to being re-refined. True, much of the
original virgin oil is lost — either being
burnt or used in total loss systems — but
conservative estimates in the market
place suggest that a recovery rate of
around 40% is not out of the question.

There are also losses in the recycling
process ~— around 30% is lost in addi-
tives, sundry fuels, vapours and so on.

SA’s exports of pork until two weeks
ago were limited to 71 t/month. How-
ever, since supplies have increased the
Meat Board has removed the quota,
although it can be re-imposed.

Only three abattoirs are licensed to
slaughter pork for export. These are
Spekenam at Belville (part of the Vleis-
sentraal group) which is licensed to
export to the EEC, the Heidelberg
municipal abattoir, and Escort in
Natal which can only export to Afri-
can territories and free harbours such
as Rotterdam and Hong Kong.

“Main export markets,” says Meat
Board's deputy general manager Dr
Jan Lombard, “are the Indian Ocean

PORK EXPORTS GET CRACKLING

Government’s decision came as a par-
ticularly hard blow to the industry. Not
only had it been hoping that an improved
formula would be applied to the 1975-76
season but. also, because millers alone
had invested R20m in the industry during
the season as part of normal growth.
Although this is not exactly money down
the drain, it is now seen as a pretty poor
investment.

In the past 25 years since 19530, the
retail price of sugar has been increased
only six times. Three of these followed
disaster of one kind or another; the loss
of the Commonwealth Sugar Agreement;
the worst drought in 100 years in 1966,
which cost the industry 400 000 t in lost
production: and the collapse of the world
price to £20/t in 1967. On the other
hand, in 1972 and again in 1974 the local
market price was reduced by a total of
18%.

By insisting that the industry continue
with such a heavy under-recovery of
costs for sugar sold locally, government
is no doubt adopting a popular political
position. But if export prices should turn
down local consumers will find them-
selves picking up a keavy check for the
ride. It will be no use blaming it on the
bad barons of the sugarbelt.

But the fact remains that we're still only
recovering 6%-7% of the original virgin
product.

Questions are sure to be raised én the
financing of a nationwide recovery
scheme. On that score it’s an open secret
that a nominal amount (of, say, lc per
litre) was mooted as a levy on all lubri-
cating oil products. The idea is that this
special Levy Fund would assist local
authorities in setting up collection points
and the like as well as offsetting transpor-
lation costs. :

There’s also sure to be pressure on the

istands. If we have a really big surplus
we sell to the UK but that only occurs
once in a couple of years. This is more
likely to be the sporadic and natural
peak in production that we get around
this time of the year.”

How much is SA likely to export?
There’s no hard or fast figure. “It
could be as low as 100t-200t/month,”
says an Escort spokesman.

“Export of pork is really only being
allowed in order to stabilise price,”
says Lombard. “It’s baconers (80c-835¢
kg) and porkers (90c-100c kg) that are
mainly in surplus. If there’s any sugge-
stion that exporting would raise prices
locally, we would reimpose the quota,”

Financial Mail May 14 1976



HELPING THE SMALL
MAN TO HELP HIMSELF

THE SMALL Growers' Financial Aid
Fund of the South African Sugar Associa-
tion is proving its worth in more than
monetary terms, according to director
Alfred Schaffer.

He said: “While the fund may
appear on the surface fo be a purely
financial assistance we are extremely
pleased that our philosophy of total sup-
port has proved true,

“We intended this fund to give not
only a cash boost to growers, but also
to fulfill the old Chinese proverb of ‘Not
giving a hungry man a fish to eat, but
teaching him to fish'.

“This project is intended to improve

‘he quality of life of the growers we.

help, and we seem to be progressing
in that direction.”

“That direction’” has in real terms
proved to be the opening of three
farmers’ centres in the KwaZulu liome-
land, which are providing not only a
very comprehensive series of courses in
agriculture and cane hushandry, but also
community projects such as domestic
selence, child welfare and family asso-

_— FeLVL SEC NED LR

i

ciated topies which really act the part
more of community service rather than
the vested self-interest of the sugar
industry.

In the Indian-owned growing areas,
where land premiums have prohibited
a permanent centre 1n the meantime, a
comprehensive mobile unit is supplying
the services rendersd by the farmer
centres,

From the purely financial viewpoint
the first year of operation of the fund
"(1973) saw the fund with assets of Rb
million, which with escalating costs may
now be less than is needed to conduct
the programmes and the deals of th
men chosen to carry out the objectives.

The 197475 year end grants totalled
almost half a ‘million rands with 37-
recipients, and this year the totals have
grown to almost R1,5 million and 1375
recipients.

This hold approach in development
15 not only providing financial assistance
of short term value, hut also knowledge
zfmd skills which are of permanent bene-
it.
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THE South African sugar
industry jis controlled by
the Sugar Act of 1936 in
térms of which the Sugar
‘Industry Agreement, the
formalisation of the part-
nership’ between growers
.and millers is published. _

ch season the South .’

_Ea h
Eﬂw— Sugar Associatio
estimates the size of the
oop, well as fhe,/ re-
quirements of the /1ocal
sinarket. After providing
for (the necessary, "of sea-
spnistocks the Aanlance is

‘they produced, as export
P

0y

sugar.

% 43
~Each mill/is required to
‘ produce mm proportionate
share o local market
refined /and brown sugar
s
“Th . /proceeds  of export
isale s are passed back {o the
{miding companies in pro-
"Fortion to the tonnage of
gar sent in to the ter-
u:a.,& by each milL
., In_the local market, the
-role of the Sugar Associa-
tion is limited to deciding
- the Poverall quantities of
local market sugar which

should be manufactured
by “each mill. The in-
Aividnal millers and

- refiners market their own
brands of sugar in com-
3253- ﬂﬁw each other.

¢ Millers: are free to ar-
‘yanfe  with refiners or
-with other mills, by ex-
s>change, to meet their
_obligations in respect of
“the type of sugar manufac-
tured. In his way it is
.possible for sugar pro-
sduction to be rationalised
~and for some mills to con-
*ecentrate entirelv on pro-
raw, sugar for

crefining at the control

elfas of export sugar.
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refinery at Rossburgh or
for export, while other
mills specialise in pro-
ducing brewn sugar for
direct consumption or re-
fined sugar at the re-
fineries attached to their
mills.

The entire cost of sugar
» transpert and other in-

dustrial obligatiecns are
paid by the Sugar
Asseciation and are

recovered by a levy at a
rate per fonne of sugar
imposed on the mils. In
this way the procedure is
created for each mill to
receive an equal price for
its sugar at the mill door.
This in turn enables the
mills to pay uniform cane

prices  throughout the
country  regardiess of
which mill a grower sup-
plies,

Each consignment of
cane entering the mills is
carefully sampled and

analysed hy the Cane Test-
ing Service. which s
operated by a neutral par-
ty — the Sugsr Industry
Central Board. The cane is
paid for on the basis of its
sugar {(sucrose) content as
determined hy the Cane
Testing Service.
i

By ERNEST MORRISON,

general manager of the m.o&: African. Cane ho.qoéma, Association

The selling pride of
sugar in South Afriea is
siriclvy controlled by the
Minister of Economic Af-
fairs, who, in terms of the
‘Sugar Industry: Agree-
‘ment, alse has power to
determine the c¢ost and
return on capital require-
ments for each section of
the industry.

The returm on eapital
allowed to the growing
section is 7 percemt on
R%69 per hectare instead
of the recommendation by
the Board of Trade which
was 8.5 percent on Rl 566
per hectare.

The return on ecapital
allowed to the milling and
refining section is 14 per-
cent on the depreciated
historical hook value of
assets instead of a 12 per-
eenf return on the current
replacement value of
assefs as recommended by
the Board of Trade, which
would have been
equivalent to 2 return on
historical _beok value of
capital of around 24 per-
cent.

By adding each section’s
designated total cosis to
its fotal returns on capital
allowed by the Minister,
the total requirements of
each sectiom of the indus-
{ry are determined.

Next the Sugar Associa-
tion caleulates the total
proceeds of all sugar and
molasses sales which have
accrued to the sugar mill-
ing companies during the
season. Today this figure

. the

is abbut R400-million, of

. which more than R250.

million comes
ports.

From this tofal sum, the
Sugar Association levies
the commission accruting
to the millers’ distributing
agents in the local market
and the tofal requirements
of the refiners and pre-
packers are deducted.

Fhe bhalance then
represents the -sum
available for distribution
hetween the milling and
the growing seciions of
industry and this
figure is compared with
the total requirements of
bhoth these sections, any
surplus halance being paid
in to the Price Stabilisa-
tien Fund.

Returning apgain to the
total requirements of the

from ex-

fgrowing section it appears

that dnring the current
season these will he in the
vieinity of -R224-million.
When this is divided hy
the total sucrose which it
is  estimated will e
delivered by the growing
section to the mills dyring
the current season, samely
about 2,4million tontes, it
gives the current es-
timated price per tonne of
sucrose in cane that has to
be paid to the growers by

the millers, namely R21,35
per tonne.

If the average suerose
content of all carie
delivered to the mills

turns out to be 12,83 per-

cent then the average
price of cane will be
R11,78 per tonne. This is
lower than the R12,32 paid
-during the previous
- S€ason. |,

In addition to the price
per fonne of sucrpse paid
by the -mills, the South

*African  sugar industry
‘alse operates the so talled
 “Egualisation Funpd”.

Under - this system R4-
million of the proceeds of
the growing section is set
, aside and paid into the
Equalisation Fund each
seasont. Payments, are

inade to each grower from’

this fund in accordance
with his scale of pro-

duction with the smallest.

growers receiving ahout
62¢ per tonne of eane and
the largest growers (those
producing over 13 500 ton-
nes of cane) ahout 2c per
tonne.

Growers are pald month-
Iy by their mills on a pro-
visional hasis with a final
payment eoccurring at the
end of each’season.

A severe drought oc-
eurred during the 1970-71
season which marked the
end of a prolonged period
of financial stringency for
cane growers hecause the
drought had been preced-
el by a period of depress-
ed export prices for sugar.

By 1971, however,
things were looking up
again in the exporf market
and it was not long hefore
export prices exceeded the
loczl market price of

sugar, Growers, however,
were preciuded from
deriving any wundue

benefits from the excess
proceeds heing derived

-from export sales hecause

of the Geverument's
stringent attitude to the
cost formula and jits in-
sistence, on all’ surplus
proceeds being placed in
the Price Stabilisation
Fuand instead of being dis-
tributed to the sugar in-
dustry.

The report of the Board
of Trade and Industries
showed during the past
five years that mneither
millers nor growers
received the rates of
return on capital recom-
mended in 1978 hy the
Van Biljon Commission of
Inquiry info the Sugar
Industry.

While Iast season’s cane
price was more satis-
factory, the Government's
decisions at present mean
that this season’s price
will bhe lower than last
geason’s and so  will
growers’ profit margins.

Perhaps  the most
unsatisfactory aspect of
the Gevernment’s
decisions, is that there ap-
pears {90 be no long-term

poliecy laid down. The
sugar industry requires
heavy eapital investment

and production will not he
encouraged unless a satis-

Factory long-term price
policy is clarified.
There is, of course, a

vital need to encourage

. prices

production because all ex-
tra productien means ad-
ditional exports. With the
prevailing high expert
this not only
provides. valuable .foregin

‘exchange for the country

but -alse generates. pro-
ceeds surplus ‘'te  re-
quirements - which . are

being. used to, subSidise

local market siugar prices.
In faet, loeal =market

‘consumers are bheing sub-

sidised to the extent of
over R10¢ mollion during

- the currenti season and the

price at which sugar is'
being sold in South Africa
represents only about one
half of the cost of pro-
duction,

The longer an increase
in the local market price
is delayed the bigger it will
have to be.

It is unfortunate that
the industry was not
allowed to retain some of
the .surplus profits earned
in the export market
because this might have
enabled it to withstand
better any future sethacks.

In recent times cane
growers bave had fo find
vast sums of money not
only to replace eguipment
at rapidly escalating
prices, but also to finance
the inereasing mechanisa-
tion that is eccurrirg and
alse to previde vastly im-
proved housing and ether

facilities for the Black
Iahour employed in such
great numbers on the

sugar farms.

¥
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DESPITE ';expert predic.

. mjor_problem es long: aspe

%ﬁg‘““*

The
South
African
Sugar
Association's
glant
Sugar
Terminal

at Durban's
Maydon
Whard.

The silos
have a
combined
capacity

of

520 000
tonnes

of

export
sugar

tions of a best year ever
uetion,; with the

Ao rpp
\‘ﬁ qd% likely to pro-
a& ugh sugar to

tonnes banier;
no one in the sugar in-
dustry iz prepared to be
overly enthusiastic about
what this will mean in
real terms for the in-

dustry :

The major talking point;
and the factor cauging the
most concern fo Sugar

Association members,

the;zetusl of Bio Mivkates
_, ‘immh Atiairs o

. the Asmaciation’s
pst far:a vise in the
s of - sugar,
pitite tivesupport of the
Bosrdiof Trade,

Wlth{b$ locail ratﬁxfgo on
g g only a

toime. compared to the
production cost of R200,
the sugar export market
must produce a ecash sur.
plus. sufficient to meet all
costs and subsidise the

“local market.

" IThis is- tantamount to a
third of the total pro.
dyction supporting the en-
fikety; and thiz causes . no

" attracti

AND LIVING WITH

A PROBLEM OVER THE PRICE

which to base jts heavy
capital investment pro-
gramme. )

This burning issue
apart, there are signs in
the industry that answers
to other serious gquestions
are being found,

Not the least of . these ’
questions has been that of
a previoushy lahour in- -
tensive industry at the
growers’ end rapidly los -
ingyitsdaboimr;ipool to the
+of Higher wages
insthe urban areas and the
mining industry,

Major programmes. have ’

been designed by most of

the members of _ the f'changb made: recently- by -

Association to speed up
mechanisation of the pure-
Iy functional process of
harvesting, and much con-
centrated research work:
has been. done. on the
preparation of
field layouts to make
mechanisation feasible.
Other labour. pro
grammes are being put in- .

* Mmanaging

suitable

to operation ‘to’ raise the
level of Black labour from

that of purely operative to’

more  senior posts* in all
aspects of growing, nullmg
and distribution.

Tt is heped thar this will..

not only give the industry
-3 pool of skilled talent-in
the years to come but will
also help the economies of
Black rural areas and,pre-
vent the' continuirg drift
of potential labour from
these. depressed areas,

A good indication of this -
+ forward Iookmg view was -
contaibeg in' a speech at a’

‘L ponvefition on  attitudinal -

Dr €. van 'der’ Pol, ‘group--
(hrector of
Huletts Corporation.

' He gaid: “Effective com-
-munication is an  im-
portant element in manag-
ing chango. .

* “There is too much talk- .
ing about' Blacks and not
_enough' talking ‘to Blacks.
Both Wh1tes -and Blacks

ths world price of sugar;
%ﬂ imMmtmgx of;

fladtisstlon, the industry
wb\mu bo-hard pressedito!

make any refurn on.'ifs |

produetion at all, )

- Wilderness

Mmisters in-
trans1gen_ce is difficudt. to
explain, despite the cux
rent . drive against -inv
flation, as the Republic’s
domestic sugar price is
substantially lower than
any other. country in the
world, and the retail price:
rise to achigve stability’in 3
th;m:ndustry would bhe

There i§-substantial sup-
port for the industry’s
case In Parliament; but
these are currently voices
in the wilderness; and few
expect the Minister to do
an gbout.face on the fesue’
in the'near future.

THE CHEAPEST .
IN THE

© "SUGAR rockets one cqnt a kllogmm PO
That's the sort of hysteria that a sugur,pnce ,

rise causes in South Africa. -

Buut with-a Durban’
kilogramypack, and inland ‘price enly marginally -

m:e ‘of 14 cents for a

higher, South Aim:a has the - lowest 'domestic
price of sugar in the world.

In the Netherlands, for exomple, your pack
of sugar would cost _you aimost 50 cents, in

Britaini64 cents and in

the cold depths of Nor-

way, you’d have to fork out an astronomical.

r

Not only do we have. the lowest domeshcv

" prica of sugar, but, since 1970, the price has
actually fallen twice, while the rest of the world

bas faced ever soaring

increases which would

make a one-or two-cent rise here seem ridicu-

The  poor old British have . seen thelr
sweetening spoonful jump by-almost 300 percent
since 1970, and- the even-less -fortunate Mor-
wegians have been faced with increases over the
same-period of no less than 600 percent.

So,gnexl' time we are faced with sugar prices

, don’t despair. We've a long way to
: before&we catch up with the rest, of the world

n *have the desire to he in-

volved in the process of
change.

“The removal of racial
discrimination from all con-
ditions of employment is
not an easy matter. Educa-
tion and fraining are im-
“partant  “for”
* change — the former to
temove ignofance; the lat-
ter to enahle the organisa-
_tion .to- demonstrite that
'Blacks ean acquire White
skills, and that White
skiils can be retrained.”

- Godd mews for the in-
dustry. comes in the form

.of . ever hobming export |

markqts,. with J apan
resum f .
cha]lengeab & top spot
with an; expected off-take
this year: in the region of
half a million tonnes of
‘raw sugar.

Anothet bright spot and
potential growth point is
the luerative Uniter States
.market, which since the
tuota system in that coun-
try came to an end last
vear, has upped its im-

ports from South Africa

from 50000 tonnes to
150 000 fonnes a year.

"~ Top spoi

B Balanced against this |

‘must be the fact that land
~resources for sugar cane
growing are rapidly
.reaching’ . saturation, ‘and

1-the one major ‘un-tapped

block of some 50 000- hect-
ares in KwaZulu 4s “ham-
-pered in-its development
by the high cost of prepar-
ing the land and the lack
of skilled people m the
area to manage and work
it if developed.

Experiments have been
.carrfed out on the
feasibility -of using the
sugar beet -as a source of
supply during the off
season, but results are as
yet inconclusive,

For, all that there are
problems, however, the
sugar industry is headed
‘by men whp are both skill-
ed and determined, and
the positive attitude of
this consortium displays
their policy of finding
answers where none ap-
pear to exist.

. W 1s.still 4, tesfing time.

promoting |~

[




Cane gr owers want hlgher price | /< -

Cnhcai mstabﬂlty

Industrlal Reporter

MR. IAN, SMEATON chairman of the South Afrldan Cane
Growers’ Association, described the current situation of the
sugar industry as “eritical economic instability” when he ad-

dressed the Assoclatlon s annual meetingdm Durban yester-

“You cannot ‘run an
industry the'size of. the'
sugar . mdustry whlch
- reguires heavy 1ong Ferm
., capital 1nvestment ‘on
\the ‘basis” of 'a senes "6f

FAiRNESS QUERIED
% mg(to ‘the, ,refu-
sal oﬁ the’ er;l.ster ofj

from txme to tn_}e he
‘Sald R !
Wha’c ,was needecl was

':mcrease
sa_xd ‘he questwned tpe‘
“of ‘such treat

a8 those introduced w1th
the - nnplementatwn of
2 f the\ recommenda.tmns of

whmhz had in: noqvay con-< ) the Va,n Bxl]on Comrms

tmbuted *to 1anat1011.. ik RN . lon of Inauiry. -
‘During"the . curreht F | “But] these, appa,lently,.
seasont'the Sugar sindi. ! - have. ' now ! been ~demo-

“stry’s, . eXport- ‘arketsi, lished -with ~ the recom-
afte meetmg productmn \mendatmns "of the Board
generate ‘of Trade and, Industmes,
0. " 4n .one. -fell swoop. " Can
two such august hod1es
"be . s0. wrong, that: ' the
'are sellmg Government must 1gnore
pal market. their advice?” ‘
ne-ha‘,]f- ‘of Pointing ~ out’ that
us'to pr‘o. : $ugar was ‘one of the few
In’t J@ ‘way we, commodities which had’
1:,0 lose in thewcur- . béen rediced in price
ason, through gelld ~while, - most: others had
lng“@spgar on’ theu Jocal’, ' beetl going up, Mr. Smea-
ma:rf?etﬁ 4t existing auth- ton said that-the sugar
Fprlces;‘ more ‘than mdustry “Had ‘not~ (:aysed
l; ;RIOO ‘rhillion,: & or -contributed. to" the "
4 “’i‘hls deflclt is ".bemgi high 'inflation’ ‘tates expe- .
prov1ded for, tirst- of atl;; 4 , rienced, recently m South
- - by transferring 8l ‘otir e " Africa.
}'Iproc gds, . from.
: *port - market'. 1o
B eubslﬂgsing:' sl :
N m,eggsx\{\and. secondly
transferrm o

St
v

: {11011 durmg the: urrent ‘y
. sea,e_gnj} What w1l ;haﬁpe‘n \

, ha.ppen 5
“h sarithni it

- prieesidoyrian
. succee: ded

Cad, hoc declslons made

':a, set of standax;ds such.
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ST Jones, who' , Wis
i addaessmg ‘the anttal
‘ ‘meetmg of the' ASSOCI&-
' tion"inDurban, said that
this in creaee was . more
 than! “half’;of - 1ast -year's.
.total), expcn:t of sugar
This'i - underlmed “'the
' necessity “for * ' fuither’
expansion. of , the
mdustt-y. ' . .

“4[f ‘the current. trend
of sales.”in - the " home
'matket -continues,, jour

hence . will almost have
*-fallen away unless there
is-a SIgmfxcant deve[op-
ment "of :new areas to
sugar production’

"The 1mgortance of
sustammg our: - expoxt is:
demonstrated by the fact

that. although export

e sales of 685 585 tons last ",

season wers. the, lowest
fox; the, past fwe years,
. the - 1ndustry genelated
; another record for export
pmcceds of R2OB m11
lion

e MonAssms
v Mrd Jones pomted Louts

that 62 percent' ‘of the
" lasth seaeom’;; pl"OdU.Ctlbn

‘of sugar was so]d on _the‘r' .
2y

iup from. .
molasses. )
: “'It is" am unhealthv
51tuatmn when. the vola-
t11e export prme‘ Has' to
“dubsidise" the» flocal* price -
pto such:a large’ extent.’.-
“In! sp1te of "'the hlgh
rexport earnm;zs K 1t Was \

o

t'he

e w1thdrawa1 *‘from’
‘the - Aprice, stabxllsa.tlon
' fund of R288 mllhon to

B Bt Yaman Vi e ean w

... Finaneial. Edrtor\& e
MR FRANK J@NESf cha,lrmz(ﬁg\of the
- South- African Sugar Millers’ Associa-
“tion Eitd., said ‘yesterday that sales iu
the South ‘African home ‘market for -
.sugar had increased by 47 percent in
~the Iast-decade. This represented a total -
§L,_é)i£;__ 361 000 tons. . ..

* export potential 10 years .

! supplement net d1v151ble
‘- proceeds

Reteumé to the estab-

»hshment -of new. mllls,_

Mr Jongs said ‘that' a
mlll with .a capacity of
- 100 000 tons of - sugar a
year,“would réquire a

wc'rpital ‘outiay of  more
‘ tha.n;RBO million to buxld.

‘Ther is no questmn

onu]d comman,d a satis-
factory return.”

Mr. Jones said he

- wanted to suggest that

theré be a new industry -
to - Government initia-
tive with the aim of pre-

- /paring ‘ground wrules for

the admigsion, of Tirther

. 1osugar mll]mg‘- enterprlses

to'the. industry. . -4 ¢
“It IS essential for the

* continned "propréss Cof

the ‘,mdustrv ‘that it

¢ should | ‘inereasé - its
;..annual p oduetlon ‘and,

.-

" at 'thegame finle, iecog-

nige that a new sense of
'urgency “'needs to  be
‘applied to its planmng

_effort.”

f ) prl date’’ "enterprise .
b makmg an. mvee’c‘ment of
«this. ‘order. .unléss . it




Government

DURBAN - The chairman
of the Sugar
Association, Mr Anson
Lloyd, said here it was a
matter for regret that the
Government had denied
the sugar industrsr the fair
returns Fropose by the
Board of Trade and In-
dustries, . : )

Mr ‘Lloyd, who was
addre\_ssing the annual
meeting of the

ef

f at
23
a

Associa‘tlon, said the
Government’s reason -—
that the price stabilisation
fund might be depleted —
was a

argument.”
~He said that even
without any relief to the
su%ar industry, the
Stabilisation fund was
rapidly depleting itself,

exports an

—

L ndt B!
R 'bh{:a‘u_sgaj;in

high export
prices.. . ‘

tons of

produced, of which

1.115.000- tons, or 61,9per
.tent, was sold in the loeal

market at an average
price-of R106 per ton, hav.
mg cost .more- than -R200
per ton to produce.. )
, The balance of 885 0op
tons, or 38,1 per cent, was
sold in the export market
for R300:per ton, s

_ After bringing into ac K

count proceeds from. the
sale.of molasses, total in-
dustrial revenue
amotinted to an average
price of R1886 per ton, -

This price fell short of

total costs of production

. by R28:8 illion;,;which
was made y by

withdrawal from the. pric

. Stabilisation fung. .

 This withdrawal.“flash.

-, &d a warning signal'6f the

" yery giqiige:;bqisi; §ituation

hea

\ whichlay'a g, o
rast tdangérg

season, with

““shallow’

and this in a year of record

' . Mr TLioyd said- in the.
1975-76: :season 1 800 060 -
SUgar were R

a

. B0

1, ke p e e
‘the: nrésehs, 'volectriéity, tailway, tariffs,
‘theb présent: wand fertili A
: WLt a record:crop.
.»and a temporary. recoyery:

facks
titu éo e

in exports by almost
200 000 tons, and at a net
return from exports of
R278 per ton, it would be.
necessary for the second
consecutive year tg
withdraw from ‘the fund
an amount which, at
present, was estimated to
be R17 million,

Mr Lloyd said it wag
noted “with grave con-
cern” that the reserve in
the fund had decreased,
from R4 milliomin 1975 ta;
an, estimated R48 milliomn
in1977. . L o

He said that wifhin'
three years the financial
requirements of the sug
industry to cover costs of,
production, returns on

capital’” and industrigl }

obligations, had increased:
from R125to R202 per ton..

. Referring
of Trade and Industries
report, Mr Lloyd said the
Sugar Association was'

“bewildered” when the :

overnment was not |,
prepared to implement:.|,
the Board’s recommen-|;

dations.

+“It was even more'amaz.’
ed.to note the ease
facility -with which pric

commodities,
such as maize, mitk, bréad; -
and meat, have been’
allowed to iricrease, while,
many. other essentiall

asty

n I

i ,s;ar‘zd:’éerwges"su‘

e

3

[y2]
e

tailay, trif
IS fﬁavé -beer
-allowed incre ]
Mr Eloyd said: APA.
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FOR RELEAZE ON 31 AUGUST 197¢ A 21h00

PRESS RELEASE TY THE HONOURABLE J.C. HEUNIS, MINISTER OF
ECONOMIC APFAIRS

The price of sugar fer the South African sugar industry is at
present ¢ averaj: about R106 per ton. The cost of producing sugar
is however nearly couble this ievel. It has been possible to
maintain such o low local »rice because of particularly favourable
export prices. For several veurs the overseas prices were high

to very high and Sowch Africa was 1n & position to sell nearly half
ot 1ts mroduchtinn orersens at those prices. As a matter of fact the
price/cost ratic wes o Favourable that a substantlial price
stabilisation rund could be accumulated.

The present local price of sugar is below the level established

in 1967 and ig in fact lower than in allothe main overseas
countirias, ur w«hich particulars are available. The overseas
domestic . . ket 1eices vary from 1€6c¢ to 93c per kg as compared with
the rresenc dac rar kg for small packs in Durban.

The free -orld masket prize of suger has recently declined

sharply. While the free market price of sugar was as high as six
hundred pounds starling l(about R1100) per ton in 1974, this

year the price has fluctuated between approximately one hundrec

and eighty and one hundred and twenty seven pounds sterling szt
present. There secms to be no prospect that the world market crize
will return to higher levels in the near future and the price
stabilisation fund will shortly be exhausted.

Government has congeemaently decided to increase the producer ...icT&
by R18 per ton from 7 Septsmbaer 1976. At the same time 1t is
necessary to increase the maximum retail price by a further i

per ton on average mainly in respect of increased rallage anc
other transport costs.

ISSUED BY THT DEPARTMBNT OF INFORMATION -
BY REQUEST OF THE MIRISTRY OF ECOROMIC
AFPAIES

31 August 1976
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OCTOBER 24, 1976.

SECRET TALKS to rescue
South Africa’s sugar in-
dustry from the brink of
bankruptcy took place this
week between top represen-
tatives of the Government
and the su%ar industry that
could result in the price of a
kilo packet of sugar rising
some 38 per cent.

The sugar industry has
come to the end of the line in
terms of its future financing
as the industry’s price
stabilisation fund will show
' a deficit by the end of this

season of some R10-million.
The industry has appealed

{ to the Government for help.
That help must come in the

| form of a massive Govern-
ment loany which the

4_ Government ecan ill afford at
l the moment, or there must
be a price increase in the
domestic price of sugar. The
other unthinkable alter-
; nhative 1s for the sugar in-

t

Sugar woes p
to big price rise

largest currency earners, to
flounder.

With the Government con-
templating reducing its sub-
sidtes to the marginal
mines, a price increase
looks to be the favourite, ac-
cording to sources’ close to
the Government.

At the moment the
domestic price of sugar is
R125 a ton. In order for the
industry to reach break even
point, the price will have to
be tifted to some R200 a ton

However, Chris Heunis,
Economic Affairs Minister,
is uniikely to allow a price
hike of this size in one step.
It is more likely the in-
dustry will be given an in-
crease somewhere in the
region.of R50 a ton to start
with, while further price in-
creases will be introduced at
a later daie.

When these points were

put to Mr Peter Sale,
General Manager of the SA

.

Secret talks

to save industry.=-=>~

By JEREMY WOODS ,

Sugar Association he
replied: “I'm afraid 1 have
no commenl on the matter™.

This week’'s talks have
been kept secret as both the
Government and the in-
dustry do noi want a run on
sugar stocks before any pos-
sible increases.
" The sugar industry’s sad
state of affairs is the result
of a rmulti-miilion rand gam-
ble by Minister Heunis on
the free market price of
sugar.

Carlier this year, a Board

of Trade ingquiry recom-
mended {0 the Minister that
sugar millers and growers
be allowed a higher
remuneration on cost al-
lowances and capital
employed. .

IF the Minister had im-
plemenied these recommen-
dations the domestic price of
sugar would almost cerlain-
ly have been increased.
Instead, the Minister hoped
the industry’s exports would

make sufficient prufits 1o
subsidise the jocal prmce

For a while the Minister
seemed to bhe correct.
Drought in Europe kept the
free market sugar price
high. When the rains came,

Neil
writes
London:

THE PRICE of sogar

. trashed to new 1976 lows in
London and New York this
week. Sugar experts say that
London prices are back to
levels last seen in 1973, while
New York prices around 7,05
cenis a pound are back to
1972 depths.

Sugar has gone the way of
all commodities with the ex-
ception of cocoa and coffee,
The price soared to a peak of
£206 during the summer

months and at current levels
of {112 s almost 50 per cent

Brelowe s paai Tsbtderiong

Behrmann
from

es point

sterling’s slump, thé
depréciation is much
greater. ‘

During the past few weeks
Europe and Britain have ex-
perienced almost continuous

rain. All this water certainly

aﬁpears to be making up for .
L

e driest summer ex-

perienced for many a year. -

At the time of the drought,
the sugar market was talk-
ing of shortages because of a
poor heet crop.

In any case the market
was going up — and vagaries
of weather or not, it was
EOOd enough reason to buy.

eculators are now rueing
the day they became
weather forecasters.

A week ago the reputable
statistician F.0. Licht es-
timated that world sugar
output will be 879-million
tons during the season 1976
and 1077, compared with

A1 Bmillion tons in 1975 and

1OTG -

i dustry, one of South Africa’s
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[ some-fcatching-up to do.t" . |

‘ ,twas gefting, sugar-heavily,;

(T epercus j’
;food’ mdustry
"w1thf~ everythmg from jams: J

SRt

*to cool’ “drinks rocketmg

r nth. s pokesmen

in the sugar‘ trade’ ‘are i
tight-lippeds about how :big !
the _expected: mcrease wﬂl f
B e, although they" ;
J"nnt» that /4. big - .
expected any« tlme'now. o
The general ‘Mmanager

; of ‘the” South” ‘African .
| Sugar' Association; ‘Mr. P.
- Sale, .’szud .today. that re-:
.ports that the :sugar’ pnces"
could increase:by. between:®
‘R40 and"R75 & “ton:: (thew
present prlce" ig. ; ‘R126 an

M S
g,the assoc1ation had, applred :
10 the 'Minister. of ‘Eeos
‘,nomlc Affalrs,as Iong "as

MORE IREALISTIC ;

A 19 percent nommal ;
adaustmeut’ was . granted”
1o the sugar qndustry 1twe,

"-othier. - mcrease wouldr ibe’
necessa wito’ make / sugar
a imore: reallstlc pnce
'He“sard, at’ presentf -
South vAfrican, consumerg

subsuhsed :by, the- beneflts
R OfnthlS countrys sugar Wiy
 ports, Héwever, lnow the
‘Bottom: hady fallen, out of -
- the" $ugar., export market
.the+local sugaripnce ha.s

2
Ly B T,
e T T T

Supermarket cham ex-.

R P S

L

‘ctedse - passibly ‘upi: thore than 30 percent
jrcould he fhe next: shock i store for the
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ster may
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put up sugar <
price today \“

\

Own Correspondent

PRETOR!“!A — The Minister of Economic Affairs, Mr Chris Heunis, is -

expected to announce

He has ¢alled a press
conference for, early this
_ afternoon and, dccordmg 10
Pretoria sourciss, is likely to
announce an erease of at
[east 30 percent in the
domestic price, © "

The Ministey's office
refused 1o comment on the
purpose of lhe press
conference.

Luter toduy th Minister
of Agriculture, My Hendrik
Schoeman, will announce

he Cabinet's dcmmon on
whether the bulle\r and
cheese prices are fo be
pulied back to the old la;.velq

" Reinstated

The generyl cxpectatl nis
that the subsidy will be rajsed
from R7m to Ri2m, and {hat
the old prices will be
reinstated.

Nug,otmuons for a hlgher
sugar price have been m
progress for several months;

The sugar industry claim
thut because of the steep fdih
in overseas prices it is no®

longer able 1o subsidize local
prices, which are among the
lowest'in the world

Yt.‘;l.l..['dv.ly ihe general
manager of the Sugar
Association, Mr Peter Sale,
said if a price rise of 30
percent was granted it would
raise the local price of sugar
to an average of aboul 30c
a ke

Subsidized

The average price HOW was
Zic, Mr Sale said, Till now
the local price was heavily
subsidized by export profits.

However, the price on
overseas markets had fallen
stceply in the past few
months, and it was no longer
possibte for the indusiry to
support the local consumer
price,

The pmc al which the
industry sold its sugar on the
focal market, he said, had
been reduced in 1972 and
again in 1974,

“The industry is selling at

a rise in the'price of sugar today. ‘

a lower price now than it Wde
nine years ago.’

The price o the consumer, \
Mr Sale said, wus currently
below production costs.

'Official estimales were
that 1o produce u lonne of
sugar for the domestic
market costs R210, The price
puid to the industry localiy
was opty R126.

Sugar will be the last of the
staple féods to have its price
raised.

Eurlier this year the
Government agréed to
increases in the prices of
wheat — white bread by four
cents a loaf — milk, and
mealie meal, and unless the
Government agrees 1o @
bigger butter subsidy, the
higher prices which came
info effect on November 1
will remain in force,

A sugar price rise is
certain to provoke another

angry reaction from-
housewives and consumer
bodies.

R




September, when the local retail price was increased, and
was tew £126 {R1A8) and evperts expecied it to resnain at
ceable future.

The loxal price wfﬁ been reduced by nearly RS atonin
ain By RIS a ton in 1974, when world prices

this levet for the fores

1971 and ax
_incrensed.

- “These price changes clearly indicate that local market
- prices have to be continuaily adjusted vis-a-vis international

market trends™

A toal of R28,8 million had been withdrawn from the
stabitization fund in 197576, leaving R65m. T

Continued on pags 2

The deficit for

R¥CENT butier and cheese prices have been revoked, but*
{ram today, sugar costs an average of 34 percent more.
‘ in Cape ._.oEm the retail price of cne kilogram of mﬁmﬁ:.
increased by eight cénts to 28 cents, and :am priceofa2 Skg
puck increased by 20c to 6%c.
Before the fast price increase, in September,
sugur cost 18c.
The price rise will set off a ripple -of further foadstuff
price increases where sugar is a major ingredient.
- - Sofc drinks. sweels, cakes, Confectionery. biscuits,
‘c,:cno_ ites, jams, “tinned fruits, ice cream, fruit _Enwm and
other anmnﬁ will soon rise.
The industrial sugar price is to go Eu by R60 a ton, or

a kilogram
of

an average of 47 percent, from Ri26 io W:wa a 3?
The retail sugar price varies mnnoa_:q to &%mnnm from-
the production area. - .,
The Minister of mnozo::n b.mm:wm. SH h.::m Iacn”m..
told u press confereace in Pretoria yesterday that the sugar’
price increase, which follows a 16,5 percent increase “on
September 1, was necessitated by the sharp n:.ov.v_n‘;;a.

world free market price, reports Sapa. : 7

He emphasized, however, -that South >mﬁnm:w Eoiai
still pay less thun the local production price. zind. that mﬂm:,
sugar prices in South >D._nu _.nEmSma -among Lﬂm moﬁam :
the world. ; i - &%

T

Mr Heunis said the price increase wauld not 3@5 2l g

S b LTS T

-and? nxﬁoﬁ nnno would have Ummz wnmo.«.. the ﬁﬂomd

,_:nnnwmm 5 _.memm to zﬁ sugar :&cmﬁdr but Eozﬂ mﬁm_w» -

them to continue operating profitably when both the. MQnE

‘cost. UL A
~ - He rovnm mwmm wn?zmaa would seli old mmonw =y
price until these stacks had been disposed Om wE m,mmn

Twas; mﬁqng&% nrm._u:r 5 oozﬁao_ ’ =
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‘[he 1976/77 gcazon was cstimated at T82m; and, il no price
pwerease was pravted, this would result in g pot deficnt of
RiGm which would fosva o by Foimed e oot wones oo neeltiper

HFLE ubted e SR E R TRV TP N P wrpth I
eognizdage s fadion o the tict tha the averuye afliwed coat
of proddction in 1976/77 is 11 1y) her ton (R2E0 for redined
supir) compared with an average loeal price of RI18 per
ton, apd an exporl price of R per ton,” he sand. r

“For 197778 the alfowed Preduction cast 1s espected
to be R222 per ton, the focal price 112 perion (if no price
inereases were granted) and the export price RI74 perton.™ -
L Mr Heunis said sugin industry fipures showed that
South Africans paid among the lowest prices in the worfd,

Where (he price Tor 4 kifogram here is now 28¢ on '
average, the comparutive price is 29¢ in Brazl, 36¢ in- -
England, 47¢ in the Uniled States, 50¢ in France, Germany
and Switzesland, Sle in Belpium, 53¢ in Denmarlk, Hollund-
and Cunadu, und 73c¢ in Japan.

Mr Heunis said no coosultations had been held in
advance with consumer or labour groups ductothe nisk efy .
Hdeak which could distort the market, but that Dr Lawrenee .
PMeCrvstal, chditman of (he Anhi-tallation Publicity «
Committee, had been fully informed, , ‘

~Consumers were naturally sensilive about price
increases;, but he buped they would pndersiand if the
position was explained rationslly 1o them, L
~Thesugar industey, an important producer of food spd
carner of foreign exchange, provided employment for
155000 people. [t had o cost strycture among tie lowest ip
the world and had already made » tangible contributinn
lowards the fight against inflation by abssorbing gq ) 6
apprecinble propeition of wnnual cost inereases, oo

P Aparl from the price inerease in September, this way
the fisst tinee (he sugur price had risen sinee 1967, 1t had, i
e meantime, been fowered twice oy the world price rog

The Mmister of Agicelture, Mr Hendrik Schoe
i said n Pretorm st night that the decision on butte
cheese had-been mude possible by an miering loan aff

from:the Tund Bank 1o the duiry industry, .
-l The increases of 20¢ 4 kilogram oy butter :uui/._ ot
cheese will now fall away, s

The vciersion (o the old priced s« diveel result of the

Widespread angry reaction (o the inerease whicl came from

-

many. seclions, of the comnunity. L _—
~*This decision has been taken as an evperiment on the
sbrength-ol dssuranees pven by representatives of the $A
Confederation of Labour, the Trude Union Comngil ol 84, - )

the Co-ordinating  Consumers’ Council, the Wamen's

Agricultural Union, the §Tonsewives' League, the Natsongr~
Council of Women of SA and (he South Alrican

" Constimers™ Unijon (hat they will turge their members 1o uge .
considerably more hutter and cheese at the old prices.” v ’
the Minister, ~ . C,

e CIe addiion, chain store groups huve undertaken
actively lo promole the sule of buller and cheege, © .
., ."The supply position will be reviewed from time 1o
time and if o bigger denzand docs not materialize, an N

nerease: in’ (he consumer prices will be unaveidable ™ e :.
e © World surplus of sugar till next Jone — page 23 L)
i L B T, o
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| “sugat; -wassékperieficed at!
gtores” ‘selling: 1t?afﬁthe 1d-
!-,.; price.. day._l

- ge¥
# buylpg“ on]w1 “When hxs «

e e T
-

nal ‘ddjustme:
~.the  price 8

A
péck;, costs 67c'
; tember ‘it was 46

. P Sate; sald today “the”
latest mcrease made South
' Afrxcas sugaxj pnce more "

ﬁprece nted; iy

£ said. he’'d iseén’ snm]ar

! store offered,‘ chickens’ at
th

ce, 6soz}u"'é
T -!‘

“The genera,l mafiager of:
the Sugar, -Association,” Mr.

M Sale’ ‘ademed broads;

-cast, , reports that . there
was a 20-m11110n toh sugar'

" blacks”: a:

-'sufpluswm iSouthyAfrica;.
- rEOur ~tnta1,. annual': pro- ,
ductmn is, on’.ly 2m11110n :
wAbout 1, 2m1lhon~ “ { j:on-\i
‘-':sumed locally and the 'Test™

atest sugar,‘pnc [ 2 v
would, be _”ry“hard fors
"they, ; hought
- more: sugar ‘than- whltes i
A black famlly of‘elght
,would~‘,1 se four . 25 kg
. packs,. of sugar d. we
'I‘he increase - “would:"
- thein: weekly food

» uper-
market’ 'chains. Have: Sa1dz
’they ~would" keep -the/0ld™
sprice. untﬂ old tocks:were: |
kex.hausted .

@’)’:j:/

AM T .



- Without a: substantial- jn.

crease in:the locgl ‘Price

of sugar, ‘the -South Afri.
can industry woulg have

had difficulty surviving

the present peripgd of low
export “prices, My . John
Willsher, managing gdirec-
. tor of Illove Sugar Estates,
said yesterday, .
Increased worlg shgar
pi;pductioq“at‘ a time when
fie ‘tonsumption.  has’” "been
.+ Slowed~down "-by- brevious
. -high- prices, economie re-

Cession -and; the (increased.

.. eompetition {rom . other
. SWeetéfiers 'has.led to .the
"~ pregent. ‘position . .of - high
»world,
k. ‘Pprices:. - e Co
~+. Nowmarked: improve.
b 'l'méntuin\WorId‘ price levels
( - are "likely before: the" be.
¢ “ginning- of. 1978 ‘when a
¢ tew:" International Sugar

. ‘Agreement’ fixing a maxi- '

- stocks: and- low.

mum V:a'r;d. 'hﬁﬁnin'}‘uni-,"‘ prrice -
ceiling | ig expected, '

M Willsher tolg the

Financial Mait investment
conference -yesterday, that
South : Africa wily then
have,"to he brepared to
hegotiate 'an international
quota. - under the new
agreement where perform.

- ance is ‘an .important fae.
tor, ' She may-also hive to
‘win .a- US.isugar quota if
the US Sugar Act jg rein-
stated in 1977,
- . As a result the iocal in-
dustry wil lhave toifurther
develep -high - technjcal
standards and organisation
in order o keep costr.com:
betifive. This will nécessi- -
tate-the usé of the strong <.
and edpanding: base of our

+-local market as z founda-

tion of the industry’s.earn-
Ings.and, 2 realistic and .

a— o

adjustable . logg) inarket
price. -

He added that unless pro-
duction is increased beyond
the current 9m tons a
year level, the expanding
local market could see no
export  sugar  availabje
within 15 years,

Tkt
|
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. Pretoria Bureau
" The Minister for.Ecomom-
e Affairs, Mr Heunis, said
the public usually accep-
~ ted bad mews reasonably,
‘a8’ long as the, circum-
stances, were rationgliy ex-
S

7' “Mr Heunis was Feplying Simple ;
"~ to a“question ‘on whether | sugar price rise was that'
* he . anticipated ".-a ° hitter.

tious. -
» make. ]
‘The Minister said -the
imple fact behind the

e

_".¢onsumer reaction to the

. 84 “percent. rise in . the

"
.

ference: yesterday. -
'“He said -he made a - vorld
practice of calling a'Press - had on domestic price was
copference’ fo anwer ques- ..

tions on~all aspects when i
he had a possibly-conten- . Africa’s sugar exports of
:announcement ' 1o

Eﬁ“ﬂ.

R A ey
world's . sugar-exporting
nations. . .

‘The effect. world prices

:apparent . when- one con-
sidered that South

686 000 tons - had earned

1, R208m last year while the
*  vastly - greater.. local con-

..sumption-of 1.115 000 tons
-had éarned only R129m.

-$ugar’s high expoit price -* The" high value -of the
-which had been .used to “smaller amount--sold: ab-
subsidise ddmestic prices, . road had been ‘offset by
9% had collipsed in the wake --.the bigger quantity sold
-price of sugap-which he ' of high production by the ~locally. . : -

. “High m‘xumﬂmamamm also
had:-enabled the industry-

to. build up a. fair stabili-
sation fund. . - :
Mr. Heunis ‘said now

. that-the world price -had.
s fallen, there was nothing

-apart *from the stabilisa-
“tion, fund, to subsidise” the

/domestic ‘price. As i re-.
» sulf, local prices had to'be .
‘incredsed until ‘world

‘prices rose again.

> AMHough- the ‘efféct. of

“the " stabilisdtion fund: was
" less ‘than-the highi’export

appreciable

However, in

prices up and,
Africa’s case, enabled lo-
cal prices to stay down.

' 'prieé had “been, it,still percent n the case of
played, a_significant part
“in keéping ‘down the local
consumer price. which was
still R14"a ton less than
the cost 'of production.

The ' Minister

millers — before tax

Asked why the world
price had fallen, Mr Heu.
nis said there was an
. agreement between ex
stressed porting nations
.that producers were not whereby limuts were
‘making any more on the
Em_rmw price than they
were before, and were ab- market. This
.sorbing' 'an -
‘amount . 'of, their produc:
tion cost increases.

He said actual profits
were 5,6 -percent in the
case "6f growers. and 12

In 1968

placed on the amount of
sugar to be on the world
had kept

in South

1973 the

world price was so high
that the agreement be-

T tween producing natio
to withhold supplies amm
ignored, and in the rush
to sell all possible stocks
and Swm.mmqmnnmmm of the

; boom, the agreemient col.
- lapsed completely.

Now that the price situ-

ccation had - predictably

reversed jtself, .the need

for .an agreement wag

most seriously feit.
South African and .other
Eovernment anqg sugar-

. Industry  officials would
_meet in London next

week in a bid -to restore
the former situation. This

could take place. fn Miten..

Or April next yéar, if aj)°

went well.

Even with the mue,.mmmumm ’

annm of 28c kg
€SS for bigger .packs)-
South African uozm\wﬁgw,
were still better:off than

I other -countries : Mp!

Heunis said. He ‘Quoted.”

tomparable figures—-fg .-,
other Sgﬁwm.f wmmwm

28¢; UK 36¢;

France, - Germany . g'n d

Switzerland 50¢;
5le; Denwmark

and Canada 5%c;

pan .um_n.

US "47c: oy

~Belgium=:
Hollahd |
.. and h. mﬂm T

(Rigntly- -

AN¢
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TODAY'S sugar

p.c is 28¢ a
kilogram.

Yesterday it
was 21c,

Next year it ooﬂ.&
be 31ec.

That is if the Govern-
ment allows the sugar in-
dustry to sell its product
at break-even cost.

The 34 percent sugar
price increase was
announced last nighl by
the Minister of Ecohomic
Affairs, Mr. Chris
Heunis, in Pretoria.

Trouble

It will set off a wavsa
of price rises in mineral
waters, canned fruit, ice

cream, sweets, cakes, bis- -

cuits and beer. Morg
than a quarier of nwm
1000000 tons of sugar
consumed in the coyntry
is used by industry.

Sugarindusiry gources
told me the Eon&wnm was
a2 holding o©f Sration to
keep the industry out of
zerioiis frouble until the
end of the mmmmoﬁ mnext
April, -

They regard E.E move
as welcorne ‘relief, o ﬁﬂﬂ
not the final ang$whr fo
the industry’s problems.
More increases d.ﬁ.— ‘he
necessary.

From today, MR

industry will sell sugar
in Durban at R186 a ton,

- up from the R125 earlier

o)

this year, but still Rl4
short of the R200 a ton it
costs to produce.

"If the Natal market
price of sugar kept pace
with the Consumer-
price Index, the current
price would have been
R26D a ton, or about 42¢
& kilo in the shops.

“The latest increase
will carry us only into
next vear and then we
will have to'have another
look at the situation,”
ane senjor official said.

The industry’s price
stabilizsation fund’s large
credit balance had been
turned inte a deficit and
now the industry had to
hold out until more relief
comes perhaps next year.

The Minister said the

main  reason - for the
jncrease, the second this
year, was 6 the sharp-
decline in the ‘fres-

world market price.

The last increase’ was
on September 1 when it
went up by R25 a {on or
2,5 ¢ents a kilo,

The price on Q.S...ﬁ

Mr.
said,
the 187476 .season,

was followed by 2 shump, +{. “

This year world sugar

preduction is sxpacted. Ao: prices Fin }%mﬁ.‘, “oF
ﬂst.% rtoligh, economic.

Yian, pefrie. tons.  BAtAONEE

i el

IS B L0 e

reach. a record A5b-

S0 DL

P

¥

i

be £%5 million metric
tons.

So no increase can be
expected in the export
price.

The current. return on
a ton of sugar sold
abroad is £120, which,
withh the recent decline in
steriing, is equivalent to
£98 at January's values,
This gives 2 net return
in rhis country of about
Ri154 a ton, well below
praduction cost.

Firms using sugar in
Durban said they would
try to absorb some of
ihe increase.

The amount of the
price rise had many
businessmen stimmned.

“We were expecting it
{o e no more than 20

" prices went too high.

“But we will have to re-
cover our costs of produe-
tion. Any price rises will
depend on the amount of
sugar used, =and this
varies from product to

produet,” say manufac-
turers.
Mrs. Hope Hughes,

past president of the
Housewives' League in
Johannesburg, said the
price on the logal market
has been “too low J[or
too long."” ‘

Mrs. Hughes said she
hoped manufacturars
“would not climb on the
band-wagon znd incrzase
prices too steeply.”

Mrs. Margaret Lessing,

JACK

ACK KEIR -}
ﬂwsosnmo,.ma:o_,.ﬁ SR

%mﬂ.nmur_, said one.

Mr. Brian Baumann, of .
uwm.rmu. Itds said with a
recent ,steep . increase, in

=

tha ﬁﬁa@ of fats: His,eém-

'} pany “wolld ‘have-to re-

AN

e

ﬁoﬁ ﬁmm) m#d«.ta: ‘case-

,.‘v:mﬁmmm.
.B.EJ mm:.r mume. ﬁcm_& be
D Yeluetant ificrease

the
J .ogm%@..:
..nwm._\.m gaid. they trared

Pt

DRSNS Hmmwmvm?m ~ §n«

A%

-] important

past president ‘of the
Consumer Asgspeiation,
sald ' the . increase was
higher than she thought
it would be. “I helieve it’

_is justified, although I

naturally don’t like Hﬁnm
increases,” . .

In his statement, the
Minister said sugar was
onhe of the oogﬁﬁ.uq s most
foreigm -
.owmbm_w SRrners..
1975/78 serz ,.mw

] 1
Hwaum rall

eyl

110 o) Mémuon

at ..R335:

million was produced. Ex-
ports were valued at
R206 million.

The industry employed
155 000 workers.

The industrial price
would rise from today
from R126 a ton to R186
a ton.

He said the sugar price
was reduced in 1971/72
and again in 1974/75 be-
cause of favourahle
prices on world markets,
and a bulld up in the
stabilisation Tund.

It was clear that local
market prices had to be
continually adjusted in
relation to world market
frends.

Serious negotiations for
a renewed international
sugar agreement would
be started’ next April
aimed at a more meaning-
ful international apree-
“ment to stabilise prices
¢ at 'a realistic level, he
mm.mm.

The industry’s unten:
m.E? position was clear
' when it was realised that
. sNowed production costs
,E 1976/77 were R197 a
i ton, compared with an
: gyerage local price of
L K118 a ton and an export
i price of R204 3 tom.

m ;/The Minister - said an
{ dhdertaling . had- “heen
.jglven #hat current stocks
Vwould he sold mn the ald
= Erice. ¢

e

" would be 35¢ to wmn{

' They would continue sell-

the price mmmm?
; :Zmﬁm.wmm&wmn
_are m.wmogﬁnﬁ%

boards ‘going tahes

¥ at the Hmﬁmmmhmxmgﬁum-
vestigated 7’ b&n 1
really necessary.; ‘and

top-level ;,wﬁnmgmﬂ LWl
MHQ the ﬁow._ﬂmu umwummmu no

&m.umbﬁ

Msnamm

.E=m Eowmm_.mm a
In Johannesburg, a

spokesman for a large

sweet-manufacturing com-

pany said an increase in

the price of their pro-

ducts would scon follow

the increase in the price

of sugar.

The company hought
tonnes of sugar daily and
the increase in the‘sugar

price would have a
marked effect on their
costs.

A spokesman for QK
Bazaars said they would,
as from today, sell all
25kg packs of winte
sugar at cost for as long
as present stocks lasted.

The offer was limited to
the 2.86kg pack becausz
thig represented about 80
percent of sales. -

Prices wvaried from
area to area, In Natal it

7 ~Zest,

. A Pick 'n Pay w@&ﬂmm.
man said they would
hold ‘prices ‘as moum. as ¥
.EEE. stocks lasted. :

Good stock -

A mﬁonman for O&m?
kers said his non.%mnw
had.:a good stodk cover

of sugar at the old prices.

CTLAPTY

e,n/ q,w

ing the 2,5kg’at the old f

price.
P M- .@o_ﬂm

m&bmm. 3

.- chairman of the, Natal \

division of the Railway
#Hﬁambm Staff Associa-
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| Becaise of this the.

_now by 34 pefeent.

five or [0.percent, that would' yesterday were: White

L Staft Reporter

'THE Soith’ African Federation of Mineral Water

Manufacturers - will negotiate *with the :Price

Controller oi Wednesday to. increase the prices of

soft drinks., - P L .
The Féderation have. o7 " " o

taken. this, decision -because Q2 3§ € S e

of the: 34 percent increase in . ug a,r. |

the price-of sugar. 0~ T e

.. Mr -Tom Ggok, chitirman - <

yesterduy that the increase
could. ol be entirely ab-

of the «Federation,” said NeW\ ()\ -
N A

GLICT 2INCG [

Co e ¢", !
sorbed by the soft dink i Y] C es' Ao 0% aecome yice)

2 S R A LLag
Federation Was preparing its llste d ) [L42E)
“case for an increasé in‘prices ) '

e
lo present-on Wednesday. v (rreeis

pr.emn)

Mr Cook suid: “What-will PRETORIA; — The new o

YT o o
be increased and by how maximuin selling prices of * KeanTou’ 182¢-1¢3¢ (M{lh)

much has not been decided , . SUBAL-are l4id down in a

yet. 1t all has:to.be carefully - Government: Gazette foemmone
worked out [irst.” °  published here yesterday | HTEFORS
Mr.David Lewis, the  giving ~details, of varying

T

O [REC YVAIGRECOY

financia! controller of Penin- pfices in magisterial JTiIUnre jUTa° LLGER)

sula  Beverage Compa‘ny; ) diSt:riCtS from Abﬁrdeep to
said he could not sec how the Zastron. ‘
middle ‘order” soft drink, in-. prices vary according to

TACLE R AOLE G LI CH

dustry could, “take™ the in- - distance  from ‘Dutban, ot
crease without putting up its where sugar is cheapést, BeorA83-I1212

Mt Léwis suid: “This is a The controlled: maximum
tremendous  increase. ' The * retail prices” of sugar in

price of sugar went up by 16 Cape Town .from I EPE TOfTOmILT

pcrcc,ﬂl_catrjicrfll1isjfca_lj.‘und November 12 as released
P © by the 'SA .Sygar
“If (he'increase had been . A'ssociaiton in Durbdn

have: been rteasonable .and sugar, 7,5¢ for 250 g l4c

could probably havé beén for 500 g; 27c for 1 kg; 65¢ F,’g’“‘cumﬂ
absorbed by the industry.” for 2,5 kg; R3,20 for 12,5

‘A spokesman for the:  Kg R6;09 for 25 kg; brown
JBuumann's biscuiLcompany, sugar, 13,5¢ for 500 g; 26¢

1oL EpG

in Cape Town, said its prices  for | kg; R3,14fori2,5kg; pnporraye ong

would be going up. "8 R5,89 for 25 kg.
“We are not suré what will - Cree A

go-up or byhow much yet. = Dismay

But we wili abvicusly (ry to  In, Johannesburg, -South

carry as much of the increase  Africa’s new ombudsman, 3,8 111 yif
as we cun, : Mr Eugene Roelofse,"“”‘""""m]. HIEH
“Everything has come at yesterday expressed '

once, Fits went up oo this  dismdy that retailers would

week ind then their were the be permitted to sell old
rail tariff increases early this  stocks of sugar at the new >
year. So undoubtedly our price. 12y (ReR

prices will go up, but the in- 4 ") pyement Mr Roelofse

c}:cascskwﬂ! not _t:jc greal, said: “There must be a way

the spokesman Said. to preyent retailers from ™" AR

OLAh [JI COfLee MIT] profits every tinie a severes oy Ipe¢
price increase hits the ’

- consumers’ . pocket. The,

< Government. js .allowing

PNCGRRLED AVCVLION BEVDING stiopkeepers to take yet
—>

another rake-off at the
expensé”of the poor.

Call on McCrystal” -
“T call upon Dr Lawrenc;;
McCrystal-in his capacity-
as director of ‘the Rotaiy
Manufacturers - Associd:
tion to,state publicly.how.
many of his-membérs whp:
will noWw apply for-afi"inz*
crease in the price of their
products now that the
price of sugar has gone up
reduced their prices when
some time ago the dost of
.sugar went down.” .
The /Collective Action’
Movement .| against
"inflation yesterday”said it
was satisfied that the sugar
.price .increase was

L

pEbGL. J: [P R°B'V' BIUCE TAB3

HI2LOKE IIT

Justified. — Sapa . * - ..,



Maximum

EAST LONDON -~ The
controlled maximum price
of white sugar in East
London is 27c a kg ac-
cording to the new prices
in the latest Government
Gazette.

Brown sugar is listed as
26c a kg in the prices
which came into effect
yesterday after a 34 per
cent hike was announced.

Prices vary according to
distance from Durban,
where sugar is cheapest,

- and according to whether
it'is delivered-by rail: or
R road.'{“,-“\‘.\"» I E‘-r~ X
i A25kg mill-packed con'
. tainer

T

of -white or brown

- Sugar costs 58¢in Durban’

~and a'-kg-pack.24c.

-Retailer’s“packs_;therg are
- now. 23e for a kg of white
--sugar, and ‘22¢ for: brown
ssugars, T v

- 1A 2,5.kg pack.of white

t - 17

 Sugar. costs 64¢ in East,

‘London: "}

be"npaid:«b%hou'sewives n
‘/the North West Capeé. Mili-
.. packed sugar delivered by
"'road :in' ‘the. Carnarvon

area will sell ‘at'30c¢'s kg

- {The’ highest: prices will .

3

7.

29¢ a ke of white sugar and
28c a kg of brown,

In Johannesburg,
shopfers were walting
outside many hyper-
markets and super-
markets before they open-
ed their doors yesterday
to buy up old stocks of
sugar being offered at the
old price,

Spokesmen for the
three major food retailing
chains said they would

hold prices at old levels,
until old stocks ran out,
but they were doubtful if
they would still have old
stocks available after
Monday or Tuesday.

A marketing offictal of
one chain said that when
existing stocks were ex-
hausted, sugar would be
sold at cost on the new
price. :

South Africa’s new om-

B ———

E

prices for sugar “ﬁ .

budsman, Eugene
Roelofse, expressed dis-
may yesterday that
retailers would be per-
mitted to sell old stocks of
sugar at the new price.

He said: “It is Gilbértian
if a retailer can be fined a
R100 for making an extra
cent on a kg of sugar one
week, but is aliowed and
indeed encouraged to
make an extra 7c the next.
DC-DDR.

-and:7de for a.2,5ke pack. -

+ Retailers’ ‘packs will cost |

— ey




THE PRICE of farm ]and in. Nataj ha,s'

droppod by..an- average of 30 percenl; |

rsince, the”begmnmg of the yea,r. |
- TS W “eonfirmed: thls ‘week. by Mr. Gert

Veldman, property ‘manager of ‘the Stockowners’

i Co- operatwe the Iargest agents for farm land
“in -the provmce oL .

“F‘armers “who “are" askmg unreahstlcally
h1gh prices for-their fa.rms are: Just not ﬁndmg
buyers," he said. -

"%The fnly farms. ‘that unless sellers were pre-
.- are- ‘selling- readily - :now pared to ‘take the -rap
“dre'thogé theit are put up . and sell at competitive
for pubhc auc’mon In-the pmces ‘they’ would not!
“egse. ‘lof A deceased -~ make a sale, As it was
estate, for example, the . buyers were beginning to.
* farm. will be appraised 'at . look elsewhere for invest-’
it -'true -market ‘value ment because of the high
“and will be’ sna.pped up ““prieé of farnyland; o
‘at the auction.” ! S Stockowners’ turnOVer

UMY, Yéldmen sald land | I, faim. sales  was

prices started to escalate roughly - he same as last
.in,. valie . wheh . profes- - yéar but'on average the
“sional -men, looking- for " prige of farm land’ whs
' new ‘avenues . for -invest- ‘,:30 percent lower.
“ment .and steady capital A - spokesman- = for
growth ‘began. buying up David Jones Estates at
. farm : [an.d "n few years Hillcrest said they were.
ago o . getting good response to
" fheir | “fayms for _ssle”

-~ The, unusua,lly heavy ~ advertisements but nega-

demand for farin - land - tive results o
- plushed prmes ~well . “We're doing a lot of

- heyond the livestock ‘and running around for very

T agricultural’: potentxal of" ]itﬂe business,” he said. °
the ]and“ AS a t‘esulf Another agent from
seliers; he said, aré relue-  illerest Estates said she
tant to-dceept) less' for’ j-had’ 108 farms ranging
" their farmsg “than™ their- from small holdings' to

" peighbours- had recewed large sugar. estates, on -
, inthe heyday.~ . _ . Ther books-and,none of

: “Some fa.rmers don’t them ‘were moving. .
L Know . themselves whir Blggest hmdrance to
they ' .are. asking such,. sales 4§ thé lack of

hlgh pnces ‘for their land - ‘gubatantial. depos1ts by

for it~is uneconomical -to - buyers and _ the- relue-,

farm at.thé pricés that' tance of séllers to place

are bemg asked for. .. more realistic velues on
., M7 Veldnan sald that their properties. !
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vl sr,,‘We are \very qncerned
about:;t Tj‘us ig 4’ masswe
iherease,’’ he said., >/,

*Mrp LB “Lew1s, flnanclal
_controller.of "a. beverdge
; ‘company, :sald <he-eould
.not -see how the middle
order -softdrink”. mdustry
“¢ould “take’’ this incraase.
without putting: up ltS
s, ' prlces
. M C ha1r'1;r=1an Of: | ME Lewis said:
federation, Sj“d tremendous in¢rease. The:
.Jyesterday ‘that! thein 'price, of siigar, went, up by
crease could notibe engclﬁe- P 16 Pel} cent ‘garlief . ‘this

*l tapsorbed *by R \
- softdrinik industry:’; -‘é'g;'}l}c'r ﬁnd‘nowg b); 34" p(-j,tr‘
Mr - Cook Sdid; "‘W at A e A
i spokesman: for a
‘WIH be 'mcreased and by - blscmtpgomsany said its
30 iich’ 'Has  not ‘been: " prices woul besgomg‘up
ecidedyeét, I}( all hiag tg bé The Spokesman- said:
oarefullgf(wor dfoup " “Weare notsure whatwill
Co?a S,psc;lgsmg;efgggoﬁfs go up or'by:how.much-yet:
Comﬁan ‘had' -only- just | But we will-obviously try

R h .
learnt; thé: ‘mégnitudg’ o of ,Eg::;g%gswrg%gnd rhe m
- “Everythmg has» comef
‘at‘gnce:-Fats.went up too”
. thi§ week-and then: thére .
* was the rail‘tariff incrédse
early: this™year. So‘ un-
ft}oubtedly our-prices’ will:
'go .up, bit. the' increase
will not be' at " he sa:d
Bk DDC

\Manujacturer”
»negdtiate 'with- 'the' Pr,lce 3
Controller on Wednesday'.

“The federatmn' took the™
éfde’c;sip n:.because of the
34:;191: cent"m—

“’I‘hls isa

g,

3 v
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SAVING

in -the domestic sugar
price is “a  welcome
lifebelt thrown to a fast
sinking  industry”, ac-
cording to Sugar
Association general
manager Peter Sale,

Since the 1971/72 season
the domestic price of
+Zar has been subsidised
«<il bhelow the production

tost by the high export -

raw prices, the surplus
“rom which was channelled

ito the Price Stabilisation
Wund,

However, a dramatic

i e Sy
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THE SI

THE ' 34 percent increase

1971/72
Production Cost R96,00
Per Tonne

Domestic Price R128,59
Per Tonne

Average

Export Price R50,86
Per Tonne

Total Earnings R204,8m
Total Cost R177.2m
Stabilisation R19,6m
Fund

1976/77 firures

S

NG SUGAR

)

INDU

—

72/73 73/74 74175 75/16 76/77
R103,00 RI2500 R149,00 R200,00 R197,00
RI2199 R121,93 R113,05 R106,96 R118,00
R106,29 RI140,84 R243.22 R300,40 R210,08
R220,Im  R2284m R322,6m R334.6m R326,0m
R1964m K217,lm R2828m  R6E,0m R408,0m
R43,3m R534,6m RM4m  R3634m —RI16,0m

The chart shows the alarming state

stabilisation fund heavily into deficit by the

of affairs

estie price inerease not been granted,

pected to last well into with

irop in world prices, cx- next season,
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rising  production fund

combined costs wonld have spen that amount

represent state of industry prior te price rise.
which would have led a once healthy
end of the 1976/77 season had a dome.

in deficlt to an

of around Rls

STRY

&

Qo wet
W%
million’§ April \1\39

The price ncrease will

allow revenue and costs

to be baianced and will

still leave the fund about

R20 million in the black
at the end of his season, -

“However,” cautions Sale,
“with the industry still
dependent on the export
carnings, and with a low
world price likely to
prevail, even fthis R2Z(
million is too small a buf-
fer to ensure the health
of the industry through
what will be a tough time
during the 1977-78 season.
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-A MASSIVE rise In sweit prices.is underway following. iast
-week’s sugar. pi'iée"l-rise..'—'l‘,l«‘.'?{'";.‘ S
|" . ‘A spokesman:forone’of the largest Sugar confectionery. |
manufactirers ‘i the-coiin"tryl-discfosed‘yeste‘rday that prices ‘
“would' hé;incnﬂeas,ed'imlp'ediately by .about' 40 percent; : - S

.. Chocolate producers are:also preparing large pricé hikes.
“A spoKesman for Wilson-Rownireé inEast London said higher
cocoa-bean‘and sugircosts had made an:increase' necessary,
i\ Thé, price cof, chocolaté would: be raised “*as soon as
po,s'sible".jMaﬂqfacm_re_rs’gfer,q unwilling to talk in percent-
ages, bt ,‘tl}gy’,agr‘e'éd‘,thﬁq the rise would be Hlarge?’,
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—stocks Jow

Shoppers have gona  “hysterjeal” buying r

sugar,
Stocks at the old price have almost pyp out st
most Reef Biipermarkets,

. The price rose d4° percent tq 67c for 25 kg
lagt Friday,

Since " then 4 hypermarket o Boksburg,
“must haye sald about 340 tons of Sugar. We
Usually gei] apgut 120 tons "

8 wek,” sid the
Manager, Mr Ig Ferreira, today.

“People went
hysteriea) »

Stocks gt the old price had run out byt
e had introduced ap interim prj 59.5¢ a

CUSTOMERS - RATIONED

Thie woyjq Probably hg the price of s

hypermarkat for another manth aftar
would put jt up to 62¢,
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' Mercury Reporter .
THE SOFT drinks. industy' ma,%.‘raise
the price of sugm'free cold drinks if
there is a general price increase in the.
" wake of the sugar hike. b

The chairman of ihe South African -
~Federation of Mineral Water Mﬂﬂ'lh:
.+ cool drinks at related pnces to prevent

 fapiurers, Mr, Tom Cook, in Nigel,
Transvaal, said ~last night . that
- although the question of sugard free
drinks would not be iticluded in his;
discussions with the Prlce Conl:m]ler
today, he expected a rlse m price: of
other cold drinks.

Mr. Cook said that the manufacture L

of sugar-free drinks reqmred special

imported ingredients. It was fhis which

would determine the price tise,

-sugar ‘meant that the soff. drinks in-
dushy Avould ' not ke able to absoil the
increase, and the” federation would e

sent 1tsr case for-a higher. price’to the |’

Pnce ‘Controller ‘in Pretoria today,
“iMr.. Cook denied ‘that the’ industry
wuuld keep sugardree and sugared

~ loss: of sales. - h o

It -was not a matfer of - sugar-free
drmks ‘becoming more competitive as
“a result of the increase in the sugar
priees

Impbrts of synthetm sweeteners for
iixgarfree products were becoming

ore LOSt]y.

+ Mr. -Gook’ said that the outcome of
“todays meeting would not bé known

. for a week.

The 34 percent rise in the price of

§GJ%f_~
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unavmdahle |
“THE' ' Collective " heton”

tion has 1nvest1gategi"’the‘
rise’in the sugar prxce hnd,
agrees thatf‘umn S5W, ‘n‘mn-m
_ avoidable, *aégo;dmb ftoa‘;é\;
' statement - by, :ihe ovea 4
nent,

i pomts out that wthez ,
. recent fall ,m the " export
price of sugar- means*t‘hat
‘exports can; no; ‘longer: sub-

sidise the hom 1 rk,et P

. - The’ ter n;; he'y ait
4 inflation; mamfesto Mihave:
not been ‘broken beécaust
;the” sugar mdustry ,has
" absorbed . a’ proportmn ‘of |,
Jits incréased costs,-,,‘th -

movement says ;

fREN. ’\"T

,3!

e

PAa S b vl L 0T ETER I IV I

i PR , ¢ . . H 2 [
T RN R IC HUNERRFSN RIS I WINRRE R ST

AN

babﬁsmeb 2ﬂbt31nﬂJ9:

e Sy e . [P R
R A < B R A o afag
bR
- - - 1.~ .
Y TS L SRR P I A B P R

ittt A op v b 3 ke i AU Aok YR e "= Ari & sparrdye i et ol rain S e mdrire S s Sl Ao s

vigtsibsinm]

S¢

e noriserooe

£
I
I

Movement * Against; Ix}f}a- - -

c_{.fiw",;“ AR

‘1
f.—
‘ -
et
i

=y~ T et
Y7L RS Y IR

oh

temaynlamd Teind

z,.,'.,' I

nsdsud

brat2afawl PW
iy {eeod
poTdouytenod

eid

e o T S pir Sy ey A RIRE  E s = o A it i b MR A "2

AT 6T




Mercﬁry 4

CAPE TdWN-——The aS iti] u»Afrman f‘ederaﬁon
of: Minelal Water Mau fa
with the Price. Controtler )i Wednesday to in-+

he fprlce_s H08:; soft
y fioi‘l* > ‘;sh a0t
-aken i thisa! ig

Yecaise: Eof ’ghe' "més"ﬁ:w’én
‘ 't ’che,,pmce Oy
5‘ 5 B ui‘*

i ‘“LOook chahv'
’;th ’Fedelgatmn,,
'Saldf’ﬂ 13‘ ' the ¢

{ ‘”ou mote, he’

al:éé?-".

}A
dea - Cola EXp grt s Cor-

o f'We “ate very' c,nncerned

. Q‘ﬁ .‘ir'j’}gsd‘year and. now by .3;*

. ‘o‘bvioulsy tmr'to earry’

i;urers will’ negotiate

Wiinks. 00 ,
iy shokesman for the
‘ra';mn, Anir fJohanne. ‘
g :sajd his: com any
& only” J‘llSt‘ learnt the®
na,gmtude, of’ thiel sugar y
‘fies increast

out; 1t ‘This is{a mas-

‘ncrease,u he said.
o David o rIueWis,

cnntrollel* o rof

rice of & \ \
*‘gyniﬁ' pereent ear]ier _

peroBntil o

A* spokesman '

) -Baumanns Blscu}t Com--’
: pany,-in Cape: “Totwn, said
_its~prices Would be gomg

uch. o yet
much of the iﬂcrease

Everﬁ'thlnvg has
éome «at once. Tats.wenb
-th\S week,” he

d ho‘ppers to “
thing ha.d come at
Once.\ '

They‘ were waxtmg out
slde Many. ‘Johannesburg
hypenna.rkets and super-;

: they &

' A,-.‘,-*,-V,, s

e
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\this asors erop s
.+ The reansesof th
. the” beginning. of* the:
heavy rains later. . The
¢ in.30 years,,
i However, .
‘meang that, there will
ings |from.,

- last year's
“o he Sotith -
" journal’ says
“dént the, 1

. iha

gf?.“‘?‘ﬁ}{él: nde
i icfop ,has ‘been. disappolnting and.
droppéd by:nearly 150 000 tons. .

. in- spite  of

I rom. Overseas, sales
expeeted o bring In more thaj

ifrécord crop) éales of
- Afriedn ‘Sugar
5, AHat ‘these
industry’ is‘on

rop. dow
corresgonaent’, NI

T

drop Ain yields ‘was drought at
season which,

cane/sugar-ratio was the worst
AT ) g‘.‘-‘,“.n" =3 .

f tllhg 'ﬁgiver; Rarvest! *which
be l¢ss gugar 1o -export; -earn-
of about.T00-000- tons are

£ R180,8 million. "
“Asgsociation's -manthly

~fighres indicate how depeit-

n-

wwas: followed - by"

thap R200; million - 'more '
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! The manager Of the

| Mtubatuba, Mr. W.
‘Andréw, said yesterday
it was too, early to assess
the fmil. extent of the
damage, “but we expect
losses;to be, severe.”

He 5aid the 1963 flood
had:j/ cost farmers
- RT 8d0 000 when the river
had tisen higher than the
|- presentlevel.. .

* He said 150.000 tons of
cane,  worth R1800 000,
had been left standing in
| the flelds as a result -of
the mill’s pontoon bridge
being' washed away.

. «THe mill was forced

‘cent of our.¢ane supplies
sised to come across this
Cpridge.” .
Tarmers-in the Nkwa-
Lini Valley near Eshowe,
~where the railway bridge

Trmfolosi Sugar Mill aét ‘

to close because 75 per-

. Agricultural Correspondent \®m1
CROP losses running into millions of rands are feared: Za
Jand:as aresult of this weelk’s floods. .

' between Nkvwalini and
Fmpangeni has . _been
washed away, will now

. be forced to transport
their 1000000-carton
citrus crop by road.

A farmer in the area
. said. yesterday that the
"'Railways ' had told him
. that it would take at
"jeast four months o

‘yepair the bridge.

“Exports

The citrus  expord
season; starts shortly,
+ahd. packing ‘ material
and the export crop will
have to go by road until
‘the bridge s repajered.

The good news comes

from Northern Natal and
Mhuze. A spokesman for
the Natalse Landbou

Koop in Dundee said
yesterday: “Fariners are

-—--——————’T back to Brigadier Davies |
on the ' feasibility -of.

-

lu-

now expecting & record
maize crop as a result of
the rain'™ 3

© A spokesman for -a
cotton 'ginnery at Mkuze |
- described the. rain -as
“yery heneficial to
farmers in the area with
little damage to crops.”

Army engineers may -
“build 2 road bridge over
the Mhlatuze River to
replace the one that was
washed away.

Brigadier Tiny Davies,
Officer Commanding

Natal Command, said
that a reconnaisance

team from the Army
Engineering unit at Fre-
toria left Durban yester-
day to inspect the scene.,

‘Commandant Shylock
Mulder, who is heading

the team, will report

oA,

‘building a new-bridge:; . i}
i The! brigadier! said” he

did"not! know~ when .the 'k
s -would sreturn :ioif

They haveja i
.coveriand?will*have to..
w ake 2 thorough survey,.
of . {hey situation Jefore
ihey - submit.a:. detailed
Jreport, “whith! T willsore’

ward to Pretoria :
7 Paradoxigally, - Thé&:
.‘floods’ have .. left ’ some;
‘ plaggs +'short’ of.: water,
-; Supplies to. ‘Mtubatubg
¢ 'and- the. " Ngwelezane,
“township_ ‘have,.
J}jﬁgenj:put; o by, ‘ﬂqui.:%d_Ff

.

ST S

' ;pumping systems.."*
L M T, T, Arthur, ' the |

&
'(“”-’cqw‘ mianager at. Mtubas f

Ut

said’ yesterday' that.
towp's.! {;pumpin

River,were: i

T'and ;théy, were usingia
-dimited . | watér: " supply.
\'from . nearh choréhole,
: pOTCho,




Investment

Institute for
Industrial Education

Insurance

INTER-GROUP RELATIONS

INTERNATIONAL LABOUR O

INTERNATIONAL MONETARY FUi

IREN - General
IRAN - Labour

Iron and Steel industries

ISRAEL - General

TSRAEL - Labour

JAPAN - General
JAPAN - Iahour
Job Reservation

Justice

KENYA - General
KENYA - Labour

Kwashiorkor

RwaZulu

14/ sasmertane

See CAPTITAL

See also FOREIGN FIRMS IN S.A.

See INDUSTRIAL RELATIONS -

- Workers' Organisations - I.I.E.

See FINANCE

See also SOCIAL SECURITY
File here general material on
inter—-group relations and

matters such as liaison committees
between various racial groups.

e v " -
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SUGAR /9/2/77

Bumper crop 3-Seugos

In spite of floods, in ZululEm the .
Eastern Transvaal, for the first time in a
scason the SA sugar industry has passed
the magic figure of 2 Mt. By the end of
January, total production was already -
1 988 263 t. Had the floods not come.
right at the end of the season it might® Tron, S?eel'
have been a different story, ; Metallurgical

As it is, SA Cane Growers’ Associa-

tion GM Ernie Morrison estimates that-
“the floods cost the industry about
300 000 t of cane or roughly 30'000 t of
sugar. Most of this will be harvested in_
April and May but there could be
deposits of sand in some places which
would kill the cane.

“There has been a lot of damage to-
cane fields by way of erosion and so on.
Roads and bridges will have to be built
again. But on the whole, growers who
haven’t lost any cane will probably have
a bigger crop next season.”

Meanwhile, mills in the flooded area — :
Umfolosi, Empangeni, Felixton and pos—.eservatlon of work.
sibly Malelane in the Eastern Transvaal -
are likely to close early. Crops on the! = Government -
Natal south coast have not been affected.

See also CRIME

See HEALTH & DISEASE -~
Nutritional Diseases,

See HOMELANDS - KwaZulu

See also |DECENTRALIZATION
HOMELANDS - General



Record

FOR the first time in history the
South African sugar cane
harvest has exceeded & record
9000 000 tons, but in spite of
this, export earnings will be
down by R20 000 600.

African Sugar Association, Mr
Peter Nourse, said that although

“1 " 1nspite of this

the season’s final milling
fignres were not yet known, the
tonnage milled had already ex-
ceeded the ‘‘magical fwo- il

-lion-ton mark”. '’

being a record

| for"'the.~sugar ' industry,, -Mr |

‘Nourse §aid ‘that éxport’ earn?

|'ings ‘for thg; season’ would be:
| only_-Ri86-million " compared

/| with last sedSon’s R206-nuition..

1 Mi,-ii\ibﬁ;sé said the dx:(:)p:'in o

pért ' earnings, was . due.. to."the..

slump- \
Sugar exports,

The secretary of the South.

in the world ‘sugar price. -
this season will;,
_Efact, amount to more j;hqn"

A TR BT T TS T

A

sugar

last year
880 000 tons compared with
635 000 tons.

Mr Nourse said the record had
been achieved in spite of floods
in some areas at the end of the
season. He said that had the
world sugar price not been so
low, another record may have
been achieved for export
earnings.

v

@ s

g

gom 2213[77

Commencing on the likelihood
of the United States cutting back
on the South African sugar
import quota, Mr Nourse said
that in his opinion this was
unlikely to happen this year.

However, Mr Nourse believes
that President Carter will adopt
a tougher line next year and
push for a reduction in the South
Afriean sugar guota.




sug, !

certaln ‘at this stage
a8, 10. how 1t wl]l
affected by % ikely
i -declslon by ther‘United
' States ‘to slash\ its

~~~~~

igar imports from 7
anillion - tons. & year to
215000 -tons for the

'l‘he Unlted States M nter-
national! Trade ¢ Com-
mission decided on this
recommendation Joon
‘Monday. It still has to .
g ieratified by Pre-
dentr Carter, who may
| the;end reject the
roposai although - this
oughtg unlikely. RS

ah%ah,mgmmmmnb;h o ’

- e, s Luwe

0) lﬂg’;radeg Commis:
-5 11 i birecommendation
“gteins,from a'need 1o
fbtecwthe domestic
ar *mdustry ‘suffer: |
mg'from ‘3. 7sharp fall -
in, the vsugar pmce to
Late poundi

While the I’I‘C is unam

" mdus in & -tutting | |

. imports, it 15 sharply
"divided on how .deeply
to cut ‘and how the
jmports quotas should

| be, handied. Jt is this
| ' feature which hag' left

‘ “the . South African |
_ggar mdustry in the_-
da.rk \ - b

\Since the'’ eﬁa of 107 ||

- when'” the,"old United
States’ Sugar ' Act - was
| tas “’u?’;";am )
1 g app
"ger{eralfy free | market: ! L
- for' sugar’ has ‘bean in”
t:per:a.\l-.iom.l ;

L




(2)

c) a period (1926-1945) when provincial governments and the central
Department of Native Affairs provided subsidies and exercised joint
control; and

d) a period (1946-1949) when subsidies were provided and joint

control was exercised by provincial governments and the central

Departpnt 2 S /GAR TALKS — SA TO STAY
Th » Contrary to rumour. SA docs not the headlmes with a different topic.
e posi scem hikely to be expelled from the  Chief delegate Julius L Katz said cate-
when, in 1 mternational - supar talks currently  gorically that his country ‘wants an a
hemp held in Geneva under the international sugar agreement as a cor-
for conty anspices of UNCTAD, nerstone of its pohicy in this ficid. ad
) The SA delegation took part in the The US, which has never said this
in contrc first two days, and the sccretanat savs  so plainly, intends to “remain an inte- 1
. j it has heard nothing to indicate there  gral part .of the free markel™, said
in 1958, will he a kick out. Katz, who added that he thought stock
| In fact. it 15 difficult to see how SA  accumulation was the most effective
. { could be ¢jeeted from the talks. Partici-  way to bring about a strong system.
The. devel {pation in conferences of this kind is With such a suhstanual backer for
open to all members of UNO, UNC an agreement. 1t hardly seems likely
which was | 1A or similar bodies. The non par-  that mterested countries would run the
. ticipation of Taiwan is the sole result  risk of sabotaging an cifective agree-
important }of that country™s non membership of  ment by dropping SA, an important
. 4§ the UN, suppher, for political reasons. Even if
coloured/ On Tuesday, the US delegation hit  they could.
following X
’ Financie) Mall Aprl 22 1877
a) an« e mean e
b) ap

1964) when the colonial and republican goverments and later the

provincial administration assumed, unevenly, gradual direction

of education for 'coloured’ people;é/

¢) a period (1964 to 1970) when the Department of Coloured Affairs
(later Administration) assumed direction and control; and

d) most recently, in the'seventies, when a  devolution of adminis-
trative powers to the Coloured Persons Representative Council pegan.

4/ Muriel Horrell. Bantu Education to 1968.  Johannesburg S.A.I.R.R.

- 1968. pp. 8 13.

5/ Muriel Horrell. The Education of the Coloured Community in South

- Africa, 1652-1970. Johannesburg S.A.I.R.R., 1970 esp. p. 168.

6/ It is important to note that in the Cape, where the overwhelming

majority of the 'coloured' people reside, the churches were stili
providing schooling for nearly 94% of 'coloured' pupils as late as
1938,  (A. Behr and R.Macmiilan.  Education in South Africa.
Pretoria, Van Schaik, 1966. p. 362 et seg.



ﬂs:ym:_zm._.oz — The United States u_m:m toun-
sveil its first substantial proposal for an inter-
¥national sugar agreement -since- President!

arter’s agriculture officials u»um: lobbying mo_. -

reduction of sugar. imports info America.

Tanlos

This* will be’ done during -

% the international’ sugar con-
( mmum ce in Geneva and, not

2:South 'Africa’and other sugar

. ammﬁc_.ﬂmum ‘to” cut back on
& eir plans to sell to'the US:.
The:essence of the Carter
lan {0 stabilise world raw
ugar prices is a system'of
“export_quotas and-an inter-
mso_._muw Em:mmmn -buffer

iped of

Surprisingly;, it will. um_w on-

" achieved,.

stoek.

that the six-week 'negotia-
tions will . produce’ a -new
global pact. But if’ inter-

national co-operation is mot-
foreign. sugar-
,E.cnunmum ‘may.look forward”
to unilaterally Euvommn im-

port azcﬁm .
The aim of the dm
proposal is to_ keep. raw

ui
11(.\.:
s P
¥

3

w< .:>> mmOUmm ”

Y

Y977.

rBEB:B.TmSnmw held by If the pact is concluded, it

would mark -the” dszmn

A

i} ‘The -most ofti mmvouaum omwmo_@
sumers. st often- ;
quoted range,. which oH»ﬁ is common; a:nmf,mn.
mmwﬂmWH% _omn bma.mnuwwmmm mo“..
Bo ergland reportedly :
ﬁmunmn as E.Emm increaSe
.m“c% m_mm_:mm _um?qmm: 16 and . and H.¢n=nma as E.Emm fall.

A nmuﬁ.mw .Umna: of .The-Carter- E.cvomm_ in-

"between 12 and 18c wonld be ' volves two .fypes of ‘sugar

supported by both export stocks — the internationally
quotas and a buffer stock. managed ‘‘intervention” or
The export quotas . buffer 'stock, - .and

sugar prices within a range E%Esma_w would be _Ewmn * from
remunerative to producers ' torecent market shares:. E_n -prices rose.above the
. . and reasonable to ‘con- - :

. US officials are oﬁﬂzﬂmzo :

~-each exporting country.

States’s first oos.u._v:ao: to.
Suga m,%, om__“wmmwm mﬂmwﬂmmmm mn_w ms_“munm:osm_, uﬁmmn
stoc ' .

‘central™ band’’, and
“purchased when prices ap-
“proached. Sm _os end om e

Sugar Ennmﬁ.w cwmqumum
expect - President ' Carter’s .
- approach to wih general ap-’

uota arrangemets; band. L #7527 proval among the developing.
allotments_to- be exgZE e World: Bank might. ; nafions exporting the bulk of

3 b3

- finance the stock, along with ;-the world’s sugar.»But the

-~ industrial cohisumer nations” * European’ ncEBEﬂ@. at ‘the:

“and the wealthier exporting same time alarge sugar con-

‘countries. It is possible that sumer and exporter, is -ex-_
the US share of the financing - peeted to' propose.a -Sugar .
could equal mmm to $45-

_million. vu_n?mﬁun_msm mm_.mmamﬁ

. :"J'

stockpile as the basis of any:
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; News of the near oommvmm
ﬁmm flashed to the South
" African-Sugar Association in
“Durban on Friday by one of
oits a&mmmwmm mn the Qm=m<m
E:G

* It comes asa wo%.c_oi fo
sﬁ Jocal .industry . which,
. denied an increase in the of-
bn_m:w, controlled domiestic
price of sugar, was banking
‘on higher export prices
~resulting from the talks to
wm;u it overcome .its finan-

._._._m <-._.>_- Gm=o<m 49__8 wmzcmm: ‘sugar _3..
‘porting and exporting_countries are :mmq.no_-,
_mumm and some delegates m..m.acm,ﬂo _mm<m“3nm<. .

_cial problems.. -

I understand-from sugar

(industry. monunmm that

-although’ nio” official ;an-

. ‘nouncement has been made,
. the Geneva - wm:nm are
- mH.EmEm to-a halt ‘as.the ma-’

uon:% of nmummmﬁmm feel. :68
is little point.in continuing
-diseussions “in view of the
amba_w of divergence om cE-
Ecu‘ :

Thé-South African mm_mmm.
ﬁo: plans to return from

“‘production,

T By ._”_m.m.m.>>< WOODS

¢ The quota system, Eamn
which each ekporting
couniry is allotted.a. quota;
‘based ‘on historie -and ‘cur-
Tent production -perfor- -
-manee -With-.a umuﬂnﬁmu‘
price range.

\

Qmum<m _»»mn a:m week.

In essence, deadlock was
H.mwnwmm over whether- the
.main ‘exporting couniries
:should. bear the brunt of the
-cost of -stockpiling™ excess
“should - world
“sugar-prices slump, further,
-0t -.whether the . un!
.dérdeveloped exporting,
countries should also .be
obliged to-do so. -

This is embodied in two
~proposed - msEuown mwmﬁm_.:m
which were:

continue to slide, exporters .
will, under this system, not -
o:q have to accept reduced
‘pro rata quotas, but™also
stock pile exeess production -
themselves (whether they be
nmf&ocma or un-.

Should. tha” world | price .

up....

amaméuovm& until a E.Em
* upfurn occurs.

"o The stock system, under _

which - all significant ex-

.porters are obliged to.
.Jmnonwv;m when ‘the world

sugar price falls into a cer-
tain price range but that-tin-»
. derdeveloped exporters of-a -
certain size to finance- their
stocks through a levy .on
! devéloped exporters.

The current plight of the
local” sugar ‘industry is il-
hustrated by the fact that it
costs R190 to produce a ton
of raw export ;sugar which

mm:m abroad for only-‘R180 a
ton; and that it costs R220°a |
ton to produce refined
domestic sugar for which
the'maximum price:is R186.

+ Now- that these inter-
-pational" talks have all but |
broken down ahd in view of
the domestic sugar stabilisa-
tion fund being at rock bot-
{om, either the Government |
will “have -to- subsidisé the
local industry, or, allow the
domestic sugar wznm to rise .
if - this country’s sugar in-
dugtry.is to remain
profitable.- - ’

- 1



Y CGSMITH SUGHR
- Sweet and sour

The i8¢ hike in C G Smith Sugar’s
annual dividend from 65¢ to 75¢ was bet-
- ter than could possibly have been hoped
for and augurs well for the Huletts final,
. the last of the sugar companies 1o report.
A € G Sugar’s strong balance sheet and the
-~ unacceptable returns available in the
sugar industry have no doubt prompted
the generous dividend policy.
% The effect of bringing in additional
L, capacily in 1977 and the need to absorb
W 209% of increased costs {or the third year

- Finoncial Mol May 27 1977

marhkat cop

meorlot cop R22,6m 153,6m

I
T
(e | C G Smith & Company*
I
ol HOW THEY FIT
A OGETHER
C G Smith investmants T
& 33,89 market cap RB%.8m
o Bl o oy
¢ G Srmuth Sugor fongaat Group
market cap markot cap
RB0.2m 67% incomo 33" income R37,6m
50" control 50 control
1::!% b%%
Crochkes Bros S8 1 Invostments Pty*
market eap RB,1m i 8.
B0 «
Hulotts Corp
Romatex <3 -}

* ynlisted
in succession is reflected in C G Sugar’s  ing conditions of the second half are con-
results., tinuing into the current year.

As alieady reported (Fox, May 20)
sugar production increased to 5220241
(478 594 t) though, due to Huletts” above
average gain, C G Sugar’s share of the
total market slipped from 26,6% to
25,0%. But in the nature of things. opti-
inum recoveries are not obtained from
new plant in the first scason and, with
what appears 10 have been a difficult
start-up for the new plant, recoveries
were poorer in 1977, with profit from
milling and canc growing dropping to
R13,im (R13,9m).

Profits fromn other sources {in parst
from increased deliveries of bagasse and

steam to Stanger Pulp & Paper) im-

proved from R3,3m to Rd.dm.

Partly as a result ot last year's
increased dividend of 65¢ (1975 — 45¢)
the unlisted parent C G Snuth & Co was
able to increase its own distribution
thereby helping to lift C G Sugar’s own
dividend income. Whether or not this
presages a further increase in 1978
following this year’s 10¢ hike will depend
on how much C G Smuth & Co needs to
pump into its bagasse and farfural opera-
tions this year.

This year, CG Smith lovestments’
results {due out in a couple of weeks) are
zoing {0 be helped by the fncreased distri-
ation of 13¢ (12¢) by Romatex. Despite
reduced sales of carpets and automolive
components, improved results from the
fabrics division lifted turnover to R162m
{R152m) though the old Ropes & Mat
tings group was only consohdated for 9
months in 1976.

At the moment it looks as if Romatex
will do well to repeat last year's 13c.
1977 second half pre-tax profit was 15%
down at R5.93m (R6,90m) and with
almost identical tax charges in the two
halves the profit attributable 1o ordinary
shareholders in the second half ran at
R3,52m (R4,58m). And the tough trad

‘The local sugar mdustiy remains rud
deriess and completely at the whim of the
Minister of Econome Atfasrs, Until be is
prepared to put the indestry back on a
sound footing. which he is morally
obliged to do after gambling away the
carefully buiit up Price Stabilisation
Fund, the industry will have to fend for
itself. The coltapse of the sugar price
back to pre-Geneva levels of £126 does
not provide any short-lerm encourage-
nient, and despite the atiractions of the
12,7% vicld, prospective purchases of
C G Sugar should be delayed.

Jim Jones
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SUGAR TALKS — 1 F/‘/ mMar(
A bane or .

After six weeks of 7
Geneva Sugar Conference ended on May
27.

Conference president Ernest Jones-
Parry was empowered to contact in-
terested governments with a view to
resutning talks, and a “mini-conference”
on this is to be convened towards the end
of July in London. For the time being,
though, there is no new sugar agreement.
Depending on the resull of the London
talks, tones-Parry will advise Unctad
secretary Gamani Corea whether or not
the conference of over 70 countries
should be called again towards the end of
the year.

Although some optimists in Geneva
take this to mean the conference has not
yet failed, there seem to be almost insup-
erable differences of opinion between in-
terested parties.

In Geneva there were three main sug-
gestion topics of discussion:
® A recommendation by the majority of
members of the former sugar agreement
dating from 1968. It was based on the

T9/0¢

rapar

frame an international sugar agree-
ment have ended froitlessly?

“Probably a meeting of thé big 10
delegations in London towards the end
of J ly,” says SA Sugar Association
chairman Anson Lloyd. “If they make
sufficient progress to make it worth-
while there may be another attempt in
Geneva in September.

“At Geneva the battle really was
fought between an inner club of the
seven major exporting countries -—
Australia, Brazil, Cuba, $A, the Philii-

o

LUmMPS!™

_— the US, Japan and Eanaﬂa

- exporters 1o hold_ and -figanbe: the

oL T,

T

AR
‘,,,n ‘\! e

e

. f

The key issues, LIy Teelk; arg Sl %
the questioh of hbiding, angl ﬂnanigﬁiﬁ{éﬁé &
of stocks, quotas d "-'»'w il
“The ' importing conntné$ mi iy .:
with a shiver when thé-prick she —mzﬁ}; x
£650/t a fewiyears, ago) ‘J‘ﬁy are kgen 3
on the idea of buffer stocks, s, ek

, R m
ER, l,ﬂ,‘ ‘
pines, Dannnicam‘ﬁ giu’bbﬁcﬁf. ggim; )
. Argentine — and the majori orﬁer@'“ *{

:—
IS ATE
”“"

But they scem to foregét fhit sﬁgﬂggs
a perishable product and rot everd
has the stor&ge capac:ty we‘have."

B L Y R ey

existing system and foresaw basic export
quantities, price scales, export-quota
adjustment measures, exporters’ delivery
obligations, minimum and maximum
stocks and the like;

® The US, the world's biggest importer,
wanted-to join a new agreement incor-
porating stock financing and compensa-
tion procedures -— with minimum and
special stocks of 4 Mt — and the intro-
duction of export quotas in the case of
low price levels; and

e The EEC, absolutely opposed to
export quotas as a means of stabilising
the market, and wanted to see stocks of
up to 4,5 Mt linked to a maximum and
minimum price mechanism.

Jones-Parry presented a compromise
suggestion combining elements of the two
first recommendations, with a quota
system linked to 2,5 Mt of stocks and a
* price range of US 11c-25¢/Ib. This failed
to find the necessary support.

SUGAR TALKS — 2
. .. a blessing?

A refreshing view of sugar’s future in the
wake of the Geneva talks has come from
Huletts group managing director, Dr C
*“Kees” van der Pol.

“The failure to reach an international
agreement,” he says, “is a pity but not a
disaster -—- in fact it may be a blessing in
disguise for SA.” Although the current
world price is below local production
costs, the acceptable minimum prices put
forward by other major producers at the
conference indicates “they are suffering a
great deal more than we are in continuing
to supply a market which is already
over-supplied.

“This will undoubtedly discourage ex-
pansion of cane production in new areas,
will encourage a reduction in beet pro-
duction and hopefully will delay the
introduction of new factories to convert
starch into high fructose corn syrups.
But, unfortunately, it also means that the
SA consumer can no longer be subsidised

memmmwﬂmop—pmﬁf .na'tnB ad

.o ".“J'Jr !
by the export market and a price irigrease © :’ﬁ
in the local market becomes inevitable in j} ;
the near future.” T

Other points made by Van der Pol: :
@ Total proceeds allowed to the mdﬁStry ‘g@
last year were just over R380m, of which ‘."‘*‘"
R57,7m was gross profit, and from - M
which 209% for increased costs, interest .
and tax must be deducted; '
® Average net export proceeds exceeded
average local market proceeds by R62/t; -
@ Profit on this season’s exports will be
insufficient to balance losses on loc

'I
ﬁ,},

n"‘

1&&?

B
,

Huletts Van der Pol . . .
on the bright side

lookmg

market sales — unless of course there is -
a price increase;
@ The world “fiee market” in sugar is '
less than 15 Mt pa. “An imbalance be- !
tween total world supply and demand of
only 1Y% has nearly six times the effect on
the free market.”
@ As the fifth largest sugar exportmg “ :
country, SA is extremely vulnerable to 'i;
world sugar prices; and i
© Total world sugar trade is worth 4t «
least R2 000m a year, . e
Looks like the domestic consumer .- i
should prepare for a sour future.
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a8yl 24aBy Aeuw TI{E Mhﬂster of Economic Affairs, Mr. Chiris ll.:etmls,

oys sisuWieI ,; price of sugar will show a
markets in the future.
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firm pattern on world

Addressing - delegates .
at the’ opening “of the
* .blst annual congress of
the South ‘Africin Sirgar
Technolpgists Associa-
tion be:.ng he!d in Dur-

ban, *Mr,,  Hetmis * said
that the tota.l proceeds of
the sugarindusiry-have -
tended to become in-
creasingly -depenident on
. export eamiugs. :

He said- that in the-
1067/68 - season . the ,
proceeds  from.  expo!
were one third of those
from the South African-
, market; In 1972/73 and
1973/74 -the ' export
proceeds were almost
- equal“to the: local ‘sales.
while in 1974/75 export
-gales- were-about 54 per-
cent more than domestm
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_proceeds.
puUE UYOTI UDIMIDG sd’;qsuo;tqe
M. I—Ieun.!s said:
ay3 pue Aorfod °383S JO un‘Wﬂum - -the - relative
' importanﬁe of eﬁpﬁats
ue ‘siemag] , OTWOW mMa ave  slightly
(1) P 3 udT ‘declined last year, the

fact remains that the
welfare and prosperity of
the- mdustry are ;to va
ubstantial ‘extent, depen-

Jo uorjeIjusduol oyl (T) sa
‘uorsstwmo) oyr Lq pepusumovsa /¥
$9977TUWOD 2S3Y], -sxauu'e;f
{*The industry iz senslh

tive to general’economic
conditions overSEas."

"Mr, Heunis' ‘sald the
i.mproved ‘growth. . pros.
ts' and the contitua-

tion of inflation seem to
add up to the, probability
of reasonably firm world
sigar prices although no
decisive predietxon could
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C “One worry in the pic

ture is the possi‘bllity
that if- considérable infla-
-tion should ‘eontinue
- overseas .. it" might
damage real growth .

o e m . m e mem e

" effects’ on eons'umption
._1antl investment”<

believes that in spite of shorbterm fluctustions the °

dent‘upon sound. exports. i]-
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, ALTHOUGH :t has been operatmg for only three
“years, the Smal] Cane’ -Growers” Financial Aid

' - Fund has already lent R3:200 000 to 3189 Zulu,
- lndlan and Mangete farmers.

,_ﬂ

The fund.was estpblxshed

by the' South African Sugar'
Assoclatton in April’ 1974as |
i non- prof'ltmakmg‘-
orgamsatmn to" promote’
farmmg and * ‘assist “small -
*farmers "obtain” long-term"

L cred:t at low rates of mterest.

Aceordmg o the manager

' *'orthe fund,-Mr. A; L. Schaf-
" fer," response ‘from growers

’ . has- surpassed all expects-
“. - tions. “THE success of FAF |

: / should not be Judged so]ely K
. on' the “fiumber’ of *farrers, -

~-who haye applied for loans.

Their improveéd productivity

should be the'measure of our.

'success S

There can be no doubt ‘

‘that ylelds ‘of - sugar "cane
[t grown by. the small farmers

Ba

TeTa3snpur ue wOT -
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have" cons;derably Jimproved - [
.. since’ the ifund - began'-.:
prov:dmg credlt and, exten-fvn
- sion facnlmes ’
". . Last.year cane yerdsf
i+ from'Zulu farmers- increased
~* by 155 000 tons to 716 000, _
s 'tons
» BTOwWEers improved- by
;200000 tons from 999 826
.;.tons and the 57 Mangete

Those of lndlan

growers (who are the

- descendants of John Dunne)

" tose-by 15 000 tons from a

Tprevious total of 43 000 tons
of cane,

Mr. Schaﬂ'er believes that

these increases are at-

- -. tributable “to- improved

agricultural teaching
_methods” which have come

. from assistance provided by

= the fund: For, the Indian and -
.. the- Mangete small- farmers,l :

- the fund has established a
.. mobile extension service

-:;uauu(o-[ci ( '

Ty

which visits each commumty

in lts own area. " i
For Zulu Tarmers the fund

-set-up three’ training cenfres.

which were donated to the |

KwaZulu overnment by
the South African Sugar As-.

-gociation, Smeethesecemrm )
operied in 1976, moie than
4000 people. have attended

. canrses, [ectures, semmars ‘

- and demonstmous. ~ E

problems .
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THE CO-OPERATIVE use
of ‘a chopper harvester for
sngar cane is paying divi:
dends for two Zululand
sugar Farmers. -
Faced with rising labour
costs which have gone up by

%n estimated 150 percent

during the past six years and
the many other problems as-
sociated with employing a
large ‘gang of cane- cutters,
two Umfolosi Flats cane
growers, Mi. Paul ‘Wattam
and Mr. Lawrence Proksch,
recently decidéd: to share

their cane harvesting. - .

With the cost-of
mechanical harvesters today
at something like R100 000
for the bigger iype of
machine, it made good sense
for themto decide on the co-
operative use of a machine.

The two men bought an
Aupstralian  Toft chopper
harvester for R34 000: The
same machine would today
cost something like R82 000
— a price which few in-
dividual farmers can afford
to pay.

Both farms were seriously '

flooded earlier this season
when the Umfolosi River
burstits banks and flooded
the surrounding cane fields.
Total damage to cane
farmers has been assessed at
R7 500000 when much of
the cane was either killed or

damaged. Were it not for the

mechanical harvester —
which has been able to han-
dle the mass of twisted and
flattened cane with relative
ease — harvesting on the two
farms this season would

have been a major headache, '

One of the most convinc-
ing-arguments put forward

vigh

s of

MR. PAUL WATTAM

2k 5 ?'.«F

and Mr. Lawrence Proksch
" amine a field of sugar cane badly damaged by the recent

it

floods.

in favour of buying the
mechanical harvester is that
gven a.temporary seasonal
labour shortage on either
farm would mean that cane
valued at something like
R 36 000 would be left uncut
at the end of the season.

The harvester being used
can cut an average of 40
tons an hour and if worked
at full capacity in ideal field
conditions the machine can
handle 400 tons a day —
more than adequate to cope
with any emergency and en-
sure that the full quota is
cut.

The question everybody
wants to know, however, is:
Does it pay? At the moment
this cannot be answered with
any degree of certainty. The
major factor in assessing the

costs of mechanical
harvesting is that of
depreciation of the harvester
itself.

Paul Wattam believes that
thé working of the harvester
is in the region of six to eight
seasONs.

Another factor to take
into consideration would be
the selling price of the
harvester at the time it was
sold. At the moment the se-
cond hand value of the
machine or its economic
working life are unknown
and no detailed costs are
available.

One thing that is certain is
that farming with a
mechanical harvester is a lot
more simple and both men
find they have more leisure
time.
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" Zululand’s margmal : ENSUSE noqpueT uocag
farming areas. ...
A The Dube Rxdge Ranch 4
near ' Heatonville: - between *|
. Empangeni. 4rd Nkwalini y
11028  lies in"an area characterised £%0 097 0‘0 6l 0‘0 LE EL/ZLSL
<. by poor soils and because it . : : " -
#9y00 . liesiin a rainfall shadow. cut ' 1 ¥l 0%0 gl L*O 29 09/8901.
off from the moist sea winds; .
= ' -the annual rainfall is half - - - - - ’79/€96L
that of either Eshowe or Em-
QoGE¢ pamgeni - [ L8L 4 p)g Lo | €8 Lo | €F 09/6661
General manager of the R .
- estate’ is "Mr. David Legée ™  Eshowe is completed, the Another drawback of - QS/ ?QGL
who, over the past two years - Heatonviile area will be growing pineapples in
has been able through sound  geheduled for irrigation. Zululand is _that summer ‘
management to boost both Py . temperatures often exceed B1a
1838 sugar and pineappley yitlds iThe ;iféicfr %FI:;I?ESPS_ 32°C and the fruit actually 18399 ‘
on the estate. Biés 4l of which go to Em- begins to codk in the hot
Teesc The annual cuttfng’ cyelé [/ panelni for canning. Thean.  SUn- In order to overcome | ETH
for sugar cane has been /5~ nual production of the farm  (his problem, paper caps to
reduced from 24 months to-r is 7000 to ‘8 000 tons of  Shade the fruit are used.
18 months and an averagf:/ gapples a year and the Pineapples are planted by Jeep
yield of 90 tons of cane pe canning company, ZFP, using either crowns, suckers
hectare is being obtained. o :.own the estate also or specially prepared
His secret of success has ﬁve another pineapple farm material known as multi-
been efficient control off  near Hluhluwe. The planned  propagation. To obtain this
weeds through the exclusive”  annual production of both  planting- material the plants
use of weedkillers applied  farms is set at 20000 tonsof ~ are sprayed with a plant hor-
mechanically and the coritrol ~ pineapples a year. mone which induces multiple
of the sugar canme pest, Were it not for a fungus  heads. )
Eldana, by ac_loptinga;mliéy disease known as Each plant bears fruit | nOgPUET uQlg
of early cutting. : Phytophera, which rots the after 24 months and one ra-
o At the moment all crops ~  pineapple crown and even-  toon crop is possible under | & SBUTTINSTY %
are rain-grown but it is ' tually kills the plant, this = pormal conditions. This
hoped that when the  crop would be a lot more  bears 18 months later.
Goedetrouw' Dam near profitable to grow. After this the pineapples |,
! become smaller.in size and |!
, / . ¢ have to be replanted. ‘
6lezsl -1 ‘96 LLZQ'V!' vee GQQE L , Riperllling oflthe fntllit takes |! ptL2 L/Z 161
place. throughout the year |-
212.9.!.1 3‘96 31669L Q‘B 999? but the peak period is in | 20¢ce 9/996l
‘ P ¢ summer. |
§ ¢, sweeter than those grown in
SQOLVL l" 66 | ¥6L6tL] 2°F 9E39 Al the Eastetn Province and are G2l 09/6961-
- & - — &, ideal for.canning. In addi-
6{5991 L'G86 Lffl-gl 0™ tion, growth in Zululand is Ezg fQQ/vQGL
“‘more prolific.and apart from
. "the fungus diseasc, no other
¢ Te3en’ % TE6DH of TE39H "pests or’ crop discases affect || TB3IOH
. the crop. . ‘
TEB3.0 saojueg 93.eTBY aﬁuttxnarx l soyuBTd
BISWaUYIoM @DPT99J85H Jegp
€L/EL6L 303 GG/FG6L ‘TEaBN SBI SUSTFT0A FBWsDTAQIB
¢ Toqef

f_
i
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N SPITE of poor

sofls and i’ low- an-,
nual . rainfall,” im-
presswe yields: of - sugar.
. eane and pineapples are .

bemg obtained in oné of -
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THE. prlce of suga r will: hav increase in the not ‘
100, dlétant suture: if ‘the sugar industry is: to avoid |§8
élal disaster, .the chairman o of:the South African 148
da}ne Growers Assomation gaid in Durban yestetday. :

Addresgmg, the annual
ggeehqg rOf ’t.hez a,ssocia-
ORI ME iTad * *gmeaton.’
" gaids the Sugar. industw
assings: ¥ through :a

dif gult’. economic perlo
. hecase’ Cof “low!” export

prices., ; L
B ":“l’e\ i Hhp
o -Thégindus {py ' has., Sy
- giged-rthe jocal., sugar’

in ecent yeats by

hat ‘it eost:’
ry‘to produce s

thisl..< ;‘ e
: s‘nould be aon'ec ed with-

t dela,y Lhe Smd' :
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E o voe f =
Ther . . & < three to So_ﬂ%g weei!n?gsp;;@
¥ ‘ 4 b g |
NaVE tion 7,19 fower; - :Ehe Tost < At ::g?twsugar iﬂ‘i{yai Tk to
1 . s AexXt 0y : TS Yalpes
in { ® Productivity pajng .5 long “About 27% of this season’s export
Experiments atyAgau_ls are possible, - . allocation unider the ISA has been eiizhoer
that by cutting the!g;uklﬂu have shown s priced-or, hedged forward on the-futures
ing ard erushin e between harvest- ‘¢ market to average £113/t, which is some-
Thel % season g cane by 12 hours, over ectricity, what better than the ruling price gf
could bo po another 10000 ¢t of sugar . £95t,” Frank Jones told sugar millers in |
doo tity of canl;r-Oduced from the same quan- -  There TDurban on Wednesday in his a:LSHEIl '
eng ;eg]ane tlranSpo“ cost quarrejs havei A bath, wi1§2iﬁg,;a£sioglg%rggs to the SA Sugar |
Schemesfgfxgg il?tndf? new distribution Othier points he made were:
0 cliect on May 1. ® DomesticUmarket sales of sugar

The houses are allocated py ine orAB and tenardmoppedcby.8.4%, with mamifacturers
, . . Ce s offtake down 12,3% and direct consump-
which is subject to numerous conditions impose ™y umvaran ; )

The BAAB will permit improvements to be done & '« -;art’

is stipulated that all improvements become the "y m
LA .
no compensation can be claimed if the house *-<6x =~ .
U/?? by, N .‘y“v.,
Ok

Despite these restrictions, many houses have been extended and improved.

The tenants have added bedrooms, diningrooms, lounges, kitchens and bathrooms
whilst in a large number of those houses without additions, electricity,
ceilings, flooring and cupboards have been installed. Comfortable and
attraétive interiors are often found in a house which outwardly differs little
from its neighbours.

Problems: Occupants wishing to improve their accommodation face great
difficuities, not the least of which is the problem of getting plans drawn,
submitted and approved. To avoid paying high fees, many tenants employ in-
experienced draughtsmen to prepare the drawings and often find that the
resultant plans do not comply with regulations. To the average Black house-
holder, the approval process appears lengthy and complicated. The proposal
must be submitted to the Township Superintendent; to the BAAB Department of
Works and finally to the City Council or Divisional Council, entailing numerous
inspections and considerable time.

Other problems are of a technical nature. Because of the design of the
original house and the construction in terraces, additions are difficult and
costly. In all but the houses at the ends of the terraces, extensions are
limited, as shown on the plan, to the back or front of the building. In
addition, further problems become evident when the addition of even a single
simple room is considered. Firstly, the existing eaves level is so low

that it is impossible to make the ceiling of the proposed new room high enough
to meet existing building regulations without a fairly complex and expensive
roof structure. Secondly, the new room is Tikely to obscure the windows
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There can be no significant expanston in
the sugar industry until government
amends the price formula to allow
improved returns. So chairman Frank

G Jones told the SA Sugar Millers’ Associa-
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tion agm in Durban this week. He
pointed out that the industry’s total mili-
ing capacity had reached 4 (100 t of cane
an hour enabling it to crush 21,2 Mt of
cane in a 40-wéek season.

“The stage is rapidly approaching,” he
said, “when the scope for further expan-
sion of the existing sugar producing arcas
will have been exhausted ... and other
new areas with new mills will have to be
contemplated. However there is no pros-
pect of private enterprise venturing into
any such new projects under the present
price formula.

“As far as the existing mills continuing
to provide increased capacity for vertical
expansion, this is ceasing to be economi-
cally viable with diminishing returns set-
ting in as a result of the widening gap
between inflation and our allowed
returns.”

A little arithmetic shows how close the
industry is to capacity. The average ratio
of canc to sugar over the past 10 seasons
was 9,05. On milling capacity of 21,2 Mt
of cane a total output of 2,3 Mt of sugar
is possible without lengthening the sea-
son. This creates various problems, Esti-
mates for the current season at 2 165 439
t is 124 000 t above the 1976/77 season.
A similar increase next season would
bring the industry up to capacity. With
new mills costing around R35m expan-
sion is not 1o be undertaken lightly,

Jones illustrated the chaos which had
taken place in local market sales because
of the way price increases were handled.
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That it be recognised that the

ultimate goal of any review of University structures
should be the optimisation of conditions within the
Unviersity for successful teaching and research.

That wherever appropriate, central

decision making and executive action should be
delegated to the Faculty level (see Section 6}.

14.1 Ultimate Goal
14.2 Devolution
14.3

Faculties of Arts and Social Science and Music

That restructuring of these Faculties inio three

new Faculties (Human Scicnces:

Literature; Performing and Fine Arts) be implemented

forthwith (see Section 10} .

Language and
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Consider the
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DURBAN. — The sugar in-
& | dustry ds faced with two clear-
. cut alternatives in its financial
DD is the der affairs, says Mr Frank .Jones,
PQ = K is a r{chdirman, of the South African

Sugar Millers’ Assoclation.

[{n]

Su ppose the and-see policy in the hope that
vajue = K. there wonld he a dramatic rise
) in the:'world price; ,or the
If in a certa authorities would have to take a
output was OC realistic view of the domestic

A price. e
to stabilise  He told the associafion’s an-
to - nual meeting in Durban that the

second cdurtse would mean an

“Inerease in the domestic price,

Buy up HG;jbut not necessarily a lafge one
B JS if prompt action were taken.

uy up . For the second year in succes-

Sell GF =fsion the proceeds accruing to

Sell JS the industry from sales in the

domestic and export markets

. Sell BC W were insufficient to meet its re-

quirements. It had been neces-

, . _sary to draw R34 700 000 from

Given the dia the price stablisation fund. The

if it started Igg&ance in the fund-was R30 900 -

N L) P

: .. "“The, be;]ance nezﬁt year - if
. Th v ey any — will be small. As an up-
2 Th g ggv e 2 turn in’ the worid price, in the

- Two courses
open for sugaf

e said it could adopt a'wait-

e i TP SRR

short-term, is iinlikely, a”
further increzse in the domestié.{ ¢
piice must be contemplated, goo d.
* “Small. and regular price in-. .
creases are less-disruptive’tc JC1LY .
sugar-based industries and
'members of the public. I'ad-*$ at a
vocate this course and com-
?endtit to the Minister and his
epartment,
“Every month that this' deci- d weath e r and
sion is delayed the greater will then, in order
be ne Impact when the price s, n+ yould have
. Mr Jones said that the stage
was approaching when’ the
scope for further expansion
would be exhausted,
¢ “If the industry is to continue
on a growth course, new grow-
ing areas with new mills. wiil
have to be contemplated,
‘‘However, . there is no
prospect of private enterprise
vegturir:g into any, such‘pnqjicts :
under the present price,.for- 3
ooy ; %3 ten year period
. “"As far as existing mills are
conferned, their capacity ftt);'
vertical expansion is’ ceasing . .
be economically viable,” —be self financing.

Sapa. . he self financing

[T N

depending on whether overJﬁhevperiod crop surpluses were

equal to crop shortfalls

3. The government would inevitably accumu1a?e vast surpluses.
4. It is theoretically impossible to stabilise incomes.
5

. None of the above.

In the diagram below (where PQ = K is a rectangular hyperbole
and Dp is the demand schedule for wheat) income stabilisation
in a bad year, where output was 0C instead of the expected

0B, would require the government to

. Sell J1 wheat..

. Sell LM = EC wheat.
. Buy LM = EC wheat.
. Buy GF = CB wheat.
. Sell GF = CB wheat.

OB Wy —

Given the diagram shown above

ten year period, if it started with no stocks

G

see that over a

o
(3.40) one can

i~ - —
e

1. The government scheme would certainly not be self-financing.

2. The government would inevitably run out of wheat. _ )

3. The government's scheme might or might not be self-financing
depending on crop fluctuations during the year. ] .

4. The scheme whilst stabilising incomes would make prices paid
by consumers more unstable.

5. None of the above.

Page 9. / .......
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Most of the top SA Sugar Industry brass
were in the Durban Supreme Court last
week to hear Mr Justice Mostert throw
out the case brought by lllovo Sugar
Fotates and Umiolosi Co-operative
against the SA Sugar Millers’ Associa-
tion. (Sasmal) and 15 other defendants.
Proceedings lasted less than two
minutes. Fhe upshol put the years” long

“battle over the distribution of cane trans-

port costs hack to square onc.

Millers  subsicise  growers” Lransport
costs primarily to ensure that the mills
have sufticient cane supptics. They then
claim these costs as costs of production
from fhe net divisible proceeds of the
SCASON'S Crop,

Under the averaging system, tolal
cosis are pooled and cach miller receives
average costs as part of the pnece he re
ceives per ton. Theretore, those millers
whose growers are comparatively close

'to their mills —- Tongaat, Entumen,
' Glendale. Vinion Co-op and Melville, for

instance - recover more than they
actuaily pay out. Conversely, llovo and
Umfolosi, whose costs are above
average, lose out. Huletts and C G Smith
sugar are in a swings-and roundabouts
situation, neither gaining nor losing on

“balance. :

A new system of direct recovery by
which cach muller would recover his
actual costs of canc transport subsidiscs
was adopted by majority resolution at a
meeting of SA Sugar Millers Association
on April 4 1974, It operated from the

S ot
. g&:{h 4

m .#5' R

1973/74 season until part way through
1975/76 when some millers refused to
contintie, which meant the whole scheme
broke down and it was back to averag-
ing. The dissenting millers were thosc
who made most out of averaging. .
{llovo and Umfolosi went to court for
an order declaring the direct recovery
scheme binding on ail millers,
Judge Mostert said the first question to
be answered was: “Are the objects of
-Sasmal sufficiently wide to include the
power to interfere with the entitiement of
members to their respective shares of

ot b~ byt st s 5L

®

SN
LR ST

divisible proceeds. 1 do not think so.” He: %
declared the resolution for direct re—'-*f:‘;}',ga
covery ultra vires. Judge Mostert also
ruled that tie plaintiffs had failed to /%
prove “conduct of the parties amounted, ;i
to a tacit contract of any sort™. KRS
- Comments Chris Saunders, Chairman® %1.-
of Tongaat, which will be a major bene-- %
factor of the judgement: “I feel the jud- 28
gement is of benefit to the whole sugar’ 7%
industry. We have built the industry on«:J¥
the principle of averaging and if anoma- <
lies occur from time to time it’s up to us
to get together and work out a consensus
to put things right.” L
Tt will take time to work out the arith-
metic of gains and losses arising from the '3
court’s decision but Saunders owns: “It’s 4
a very pleasant windfall for Tongaat”. . L
Both Huletts and Smiths admit to proy i
viding in their accounts for payouts had ¥
judgement gone the other way. 2

e
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THE PRICE of. sugar slumped to £108 5

more govarnment
money base crea
is lending to t
encourage them

As the proceeds

—-a new low point for many months.
* ‘The pieture for the next
nine months iy gloomy
fm:ﬂ sugar because an
estimated ' surplus  of
about 3 million: tons Wil

In Geneva two months
ago and that some form
of artifical restriction an
. Supply and demand .wilt
enable the market t¢
-avoid what will othep

Treasury the mo

to increase the

govarnment spen . . wise be a disast
. o overhang  the’ “market  season for atmoct auzifrlf
insufficiently | durihg'. 197778 Some duters” :
_ forecasters say the sur-  In  this connection,
lending, Plus could reach.5-million ;h‘fljflfi Faun pally in the
) Co W ugar price durin
tons, the Geneva talks, Tho

The author E. D, and ¥. Man, the

London sugar. brokers,
say that the European
crop will be a recorq this
year, The only ‘thing in

South African Sugap As.
-Sociatioh took advantage
of this to sell forward
the_majnr part of South

themselves with
of payments has

I ney base,

long.fon on the E\tondbn mérket yesterday :

The Natal Mere decreases

e Reserve Bank
arant
or take up
3 form of
serve Bank
5 that
cublic sector.
spent by the
Picit is likely
relatively to
ment is
kinds of

oncerned

1n the balance

» Correcting

Afrieca?
doubt is the extent of the : exporf: fommage.

—Screases in

the balance of | yeeord, . . —

.- Although. ‘consumption
of*sugar can be expected

~to-rise,!this will not-off
‘sef- theisurplys,., -~ - -
" \THe*’London " brokets

add'“that'. there- js''no
[doubt”that ‘prices will' be
‘under “constant ’ pressure.

from now’on!

interest rates
to expenditure,
odjustment is t
developments be 176,

offiéially rect

e SR e
: o | Hhe International “Sugs

banks gnd ther ‘Organisation’s” meeti%gg%f :
Improving the l,wmwﬁqmﬂhhmmhon

had

become a p| July 20, will-have groater
this in turn d *'.suc:ce??;ih?n‘tgos?helxdl
indicates that fiscal and Mone%ary policy cannot
independent of sach other. Nor can they be seen
of the balance .of payments,

.

—Servative Tiscal policy,

in government revenues relative
ustration of this process of
2tailed examination of monetary
The fiscal deficit was
Wioting credit creation by the
affecting the balance of pavments.

: ohetary and fiscal policy and

This
be regarded as
as independent

£
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* . estimated:
1.} production, ;»aceording:

|, It ‘was. dltficult at this

N As Tal result,
maklng sound forward .

LK ductmn sestimates T
the . 1977/78 season for

the Illove and Noods-
berg mills were, 80 0007

ands; +102 0001 - respec- |
tively, which gave the
~group8,6 percent of the, .

industrlal

X ~to“the finaneial -report

“ofly the dzrectors of
Illovo Sugar ‘Estates .|

for ‘the yearh to April
+: 30 i ,-‘;; :
Both mtlls commenced

. crushmg ! in’ April
-Based on -the latest
Hhe | throughput esti

mafes, «the 'two. crush-
-lng\ seasons: should ter
‘minate before. the end..

_of the year.

«"The-estimated"cane erop:
‘at  Doornkop — was
183000T compared
with. 1827833T " during

the past ‘geason.
New season

. early , stage of the
sedson to give a rela

hle forecast for the
new sea,son !

To- date, -the industry had’

been .. required to
absarb 20 percent of
cost increases;.. . the

report” said.

-The directors appreclated
™ the ‘need. -to diversify--
. the company's opera-

t-tiens and attention -
~ was being glven fo
©thig. .

The .- economy of the
, .sugar .. industry con-
tinued “to” be deter

SS3IPPY PUR BUBN

.. mined . by ad - hoe
. Govemment decisions.
it ‘was,

- planning ‘an extremely:
¢+ diffieylt task It was.
- also causing. investors
to consider the sugar
«1ndustry 2% relatwelv
{unattractive. . -
Durlng the | 1976’77
-, Sedson - export prices
fluctuited '  drama-
tically from a peak of
£205 (R307,50). to.a low
,of £1077 (RIEO 50) per '
.. fonne. .
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Marcelle Kooy of Economic History has three major areas of interest. The

first is legislation on labour matters, the attitude of management, of
White workers, and White trade unions, focussing on the last 50 years to
see whether some kind of pattern can be found, Her second interest is
Africa-wide, studying African economic history and the role of the State
in economic development and also looking at the impact of industriali-
sation in Africa. Her third interest rather closer to home is on the

Cape wine industry from 1806 to 1918.

Rob Pheiffer of Afrikaans and Nederlands has just completed a doctoral

thesis which started off as a treatise on historical linguistics.
‘| Htaddard 88,08 "83._8(;58 R

The work was on the {& ‘ e 18th century, which

involved using archiv i)”f ll fOlzblg NN ge of a French-speaker

in 18th century South ESE:I arou‘tpllt‘i (3 < '—(dj&’ﬂft know Dutch but
came to South Africa aé‘ﬂBAgANE o Mhlume’
‘(Swakziland) “Sugar . Co.

around him, and the

thesis developed in tw: D8 ﬂed%ﬁd}3°r9¥5%§$ , " 3 how did this French-
‘fts Tl -Mhlyme ; . . .
speaker learn to use Digs'c?;gc?é’yMéf}‘isﬁiopﬂ"' * this are very im~
| of - cane ’ per: -hour ' toa. ' ,
portant for the 1earn1?nwthmnoﬁ3mxynm.4 . . @ language interference
. "For some years . ..
which comes from the 1] feteaséd “cane - yields, ws.  And the impli-
. 4 due to improved farming, L
cations are also very ' methods in the morthe . .7 do Black communities learn
. . eastern lowveld of Swazl- . , .
English and Afrikaans, |land, have put.pressure : as in learning a
; oy the mill's capacity. —, .
foreign language, eSpeijSﬂ?J IR P or graup which seems
to have greater status woaud vitt '$ owii.” © THE Second direction which 1

suppose was more of what he set out to solve in the beginning, involved

the development of Dutch.

David Stern, the editor of the SSD's 'Z', has, in sheer self defence it seems,
started studying the government's polioy of banning student magazines. He
Bees an intensification of this tendency to ban student papers and this

seems fo be very important in that these papers are trying to provide re~
spectable news that the popular media don't carry and provide in-depth
analysis of subjects that the popular South African press would not touch.

Pam Stevens of the Library was asked the most questions in our group.  She
said she was here to hear what others had to say. Special Collection's

need was for researchers to give titles and to indicate which direction

-the purchasing poliecy of Special Collections should take.
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Moment of truth for
stricken sugar industry

DURBAN. — The sugar in-
dustry was fighting. a war on
three fronts, and had to face the
moment of truth, said the
chairman of the South Afriean
Sugar Assocmtlon, Mr Anson
Lloyd, in Durban yesterday.

He told the association’s an-
nual meeting the industry was:

» Engaged in a remorseless
struggle against inflation.

* Confronted with a collapse
in the world price.

. Confronted with the dis-
astrous pohcy of allowing the

domestic price to lag far behind .

rising production costs under
the camouflage of a price
stabilisation fund which had dis-
torted all the laws of economic
logic.

In Australia another price in-
crease of 8,4% had raised the
price of refined sugar to the
equivalent of R257 a ton com-

. pared with R186 in South Africa,

or 38% more than this country’s
domestic price.

He Wid not wish to add to the
impossible tasks which faced
the Minister of Economic Af-
fairs and thé Government by
complaining against an unkind
fate which today mocked the in-
dustry in its sudden decline.

“The Government is only too
well aware of the present and
future situation which now con-
fronts us. It must be left to the
sound judgment of the Minister
who must weigh the delicate
social, economic, financial and
politicdl consequences of in-
creases in food prices, and con-
sider whether they should be
gradual or sudden; small and
regular; or delayed and very
large.”

Whatever the formula, it
could net allow the sugar in-
dustry to fall into financial in-
stability, chaos and permanent
damage from which it would
take many years fo recover.

“] am content, therefore, to
leave the situation in the hands
of the leaders of this industry
and to the wisdom of the joint
consultations with the Govern-
tnent which must take place in
the near future.”

The problems facmg the in-
dustry in the coming year were
formidable, but he remained
confident it had the strength and

ability to overcome them all,
.and that by next year it wonld be_

LY

restored to a sound basis,

Sincé April 30, 1975, the in-
dustry had been’ engaged ina
relentless struggle against ris-
ing costs and falling prices in
‘the export market.

In 1966-67, sugar consurption
in South Africa reached 760 000
tons and the average price of
white and brown sugar received
by the industry was R115 a ton.
In 1875-76, consumption had in-
creased to 1 120 000 tons and the
average price received was
R107 a ton.

The South African coensumer,
therefore, had been able to buy
an additional 360 000 tons for an
.additional” cost of only R32-
millien in one year, This meant
that the marginal price to the
consumer of the additional off-
take was no more than R00 a ton
compared with its cost of
production of more than R200 a
ton.

To that extent the sugar in-
dustry had contributed to
stabilising the cost of Hving, and
fulfilléd its obligation to the
Government in the fight against
inflation,

If the- Government insisted
that the industry must every
vear absorb 20% of its increased
costs,- of which more than a
third was attributable to labour
and related benefits, and if the

Government insisted that the in-

terests of the consumer were of
paramount importance and ex-
ceeded those of the worker in
major agricultural industries,
then the very victims of such
policy must be the lowest paid
and least productive employees.

The writing was on the wall
and unless major industries
were allowed adequate returns
on capital from which not only

to service existing capital hut to

create job opportunities, South
Africa faced a frightening situa-
tion.

“We must now examine the
resources of the industry to
meet the coming storms which
inevitably follow a period of
peace, calm and prosperity.

“Thege reflections must serve
only as the inspiration and give
us’ the courage now to go
forward .and deal in a deter-
mined rhanner with the grave
difficulties which face not only
sugar but all industries both
hére at home and across the

seas,” said Mr Lloyd.

Mr Lloyd was re-elected
chairman and a cane Erower,
Mr Ian Smeaton, was elected
vice-chairman,

Mr Lloyd enters his seventh
term as chairman. He also
served as vice-chairman for five:
years.

Mr Lloyd was also chairman
of the South African Sugar Mil-
lers Association for six years.

Mr Smeaton takes over from
Mr W Hirst Simpson who has
been vice-chairman for the past
two years.

Mr Smeaton has been
chairman of the Cane Growers
Association for the past two
years,

The general manager of the
Sugar Association, Mr Peter
Sale, said yesterday it was pos-
sible that domestic consumers
would have to pay higher prices
because of the depressed
market in London.

The London daily price drop-
ped to its lowest in 3% years and
is selling at up to R40 less than
the production cost for export
quality,

Mr Sale said the association
would approach the Minister of
Economic Affairs for an in-
crease in the domestic price of
sugar because producers were
unable to continue subsidising
the consumer.

South African sugar producers
expected a drop in the inter-
national sugar price, and 80% of
the million tons of sugar which
would be sold this year was dis-
posed of on the futures markets
at the beginning of the year at
R210 a ton.

Mr Sale said drought in
Natal’s producing areas was
causing concern.

Little rain had fallen for the
past four months and cane was
turning brown. The industry had
heen hoping for a record crop. —
Sapa.

v
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Lrops m‘t byit Sugar
lack of rains==*=

Agricnltural Correspondent

A NEARDROUGHT throughout Natal is cansing
concern to f2rmers. !
f

The general manager
of the South Afriean
Sugar Association, Mr.
Poter Sale, said yester
day that little rain had
fallen in WNatal's sugar-
producing areas for the
past four months and
sugarcane was turning
brown. He said the in
dustry had been hoping
for a record erop.

Natal's cotton erop has
peen disappointing this |o
seagon. The crop is re
ported to have mmounted
to only 3,4 million kile
grams instead of an ex-
pected 10 million hg.

Grazing  throughout
the province is deterior
ating and the flre hazard
in most farming districts
jga reaching dangerous
proportions. Unless rain

falls soon winter fodder
crops could suffer,

R




Tttt

{ Hercuny 15)7fo7

[“Raom EXTRA

-

1. season’s

. Financial Editor -

| BY, HEDGING, solling
| Sugar: forward, .thp
I Marketing 'Division iof-

.- the? YiSouh “African’
“Sugar ‘Assockition in
- Db Wwas“iable; tp-

¥

niore for the industiy
Vthan if §t hag sold .

South Africa’s export

| Thig . comment was |-

made! by Mr. Arigon
Lloyd, ohairman . of

. -Assnciation, ves.
terday. Ha gaild thot
the bulk of the current
'8, SUgar was
8012" in “the futures
market in the first
SIX months of the

°|: yeari Most of the deals
. were . concluded in
April: .

“earnidbiout R20 millior: |

Sugar at current pri- |
ces. : ‘
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‘Moment of truth’, says Anson Lloyd

' b

ugar industry

f' | . e
- IdCeSs Crisis
S Financial Editor
THE SOUTH AFRICAN sugar indastry
4 remorseless struggle against inflation; it is confronted with
a collapse in the world price and the results of the disastrous

policy of allowing the domestic price to lag behind rising pro
' .  duction costs,

This is the view of Mr,
Anson Lloyd, chairman
af the South African
Sugar Association, who
told the. Association’s

£ vannual meeting in
Durban yesterday that
the industry was facing
“the moment of truth,”
' “It is not my intention
to add to the impossible
. -tasks which face the
- Government by com.
plaining  against an
. - unkind fate which mocks
. -the industry in its
. sudden decline. .
“The Government is
-well aware of the present
.and, future  position
whith confronts us.
“It must be left {o the

has been engaged in

'
N

: - sound judgement of the - tyan SMEATON,
. MR. ANSON. ryoyp, Minister, = who must. 0 (R0 SREATON,

who was re-elested chair.
man of the South Afri.
recan  Sugar Association
at the Association’s an-
unual meeting- held' in
Durban Yesterday. The

forthcoming year wilt be. -

‘]f

Mr. Lioyd’s seventh term
' as chairman.,

|| «gossip”

weigh the social, econo-
mie, firancial and poli-
ticalv consequences of
increages in food prices.
He ” -must consider -
whether they should be:
gradiial or sudden, smalil
and regular or delayed
and very large,”

Mr. Lloyd added that
‘whatever the formula is;
At lcanmot. . allow  the
industry.- to - fall back-
“wards :into» a state , of
finaneial. | instability,
.‘thaos ..and permanent -
Gamage: ., .o, ‘
\:]' ’N' :_"ll ;é.:,'.: s a -

" Consultations *

.. "I am ‘ontent to leave’
.the = situation  in - the
hands' of the leaders, of-
T the industry and to “the
. ‘wistoin, of thé joint -con-
' “sultdtions, with  the
“Government., These must
‘take -place: in' the. néar

1

-

o p—

sfuturer
. Mr, Lloyd said -that
ithése talles would: vio.be.
»by. 5 veekiess ¢
F TAMONES, ™
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the South African Sugar
Association, who takes
over from Mr, W. Hirst
Simpson. Mr. Smeaton
has been chairman of the
South  Afriean Cane
Growers’ Association for
the past two years.
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TWO alfematnves will Tace ihe representavives
of. 20 nations-whe mees'in London mext week 10
congider - the ‘crisis in the world sugar mavies.
:I‘hese are to opt for the rikks of opersiing in &
‘jungle market” or pave the way for z new in-
1 termtmnal sugar agreewt and realistio pricas,

S:s is the view of ‘Mr.
/ Ag®n Lloyd, chairman
Gf the .South. African
Sugar Association, who
will leave Natal on Wed-
nesday as a member of
the: team which will
represr:nt this counuy at
the ™ talks. v

Mr. Lloyd said that\
only the fittest would
survive " in a jungle'
market, .
~ "We are ffortunate in’
Bouth Africa in having a
. large domestic market to
fall back on but in other
couniries, such as the
+ Philippines and Culbd,
they have fo export ll
their drep at rocl{ botiom
priees

Quotas
"I the London meeting |
decided to go for a stable |
market it would be -
necessary to flx export
quotds. and ‘' minimum
pmces govering the cost
production; .» make
arrangements*' for* hold:
*ing and storing stocks
;and \set up an interna-
t1onal fund to . f’ nance
. these-stdcks,” < A,f" a -
g, South Africa~ iser
“could mean’ tl:at pmduc
tion would haw- to be eut
i by about: 25 percent Our
exports of sugar would:
- be -“reduced to about
.1 800 000 fons a year.”
oM Ligyd added, ‘that
holdm% stocks ' of sigar |
was ‘not- easy. The
industry did .not have a
. suitable ! building -and }
Yaw: sugar did not keép
‘ we]l in Natal's climate, |
' “We 'will- have "to go
through a perxod
reducmg exportc'. as
.there. is a surplus in the
mdrker, which gould 3a¢;t
for three' years. :

|
i
|
i

,vlrell for, 1mpozt

countnes Ltoy;

rememherf ‘that!; ‘the' pre-’\
en ; 1tuat;on,could gdaen, i

: ;very -quicklys {’We- :

havg gdenthis: happén, m

< thenpast,” he\saud” K
Reut

Lpa
Wa.shmgton eports \
/the:s Carter,, Adininistea 3
uon would take. steps to K

; T
| i Y mpendifg*
nauonaj sugar t{aiks fa%l
H :

mdustr ‘-was

apartiat’ the; sea.mﬁ“ s
Lesuli: of Jow, rices, bt
re;ected suggestmm sthat: ]
- fhe’ Administration “ake
".1mmed1ate act;on 1o ';-up ”:
: ort _the price -
Rirst they would try to !

chleve ’results rthrough

*Cedrrent - »mternatmnah
tolks on ::ugax _-‘«-r RO
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LONDEN

AS na:die heersende wéreldprys van suiker gekyk
word, lyk dit asof suiker vinnig besig is om uit die
mode té raak. In Londen het die saikerprys verleden
week tot sy laagste vlak in vier jaar gedaal toe,’'n ton
suiker teen mindqr as £100 per ton verhandel het.

Vanselfsprekend “is  dit
nie 'n skielike gebrek aan
vraag wat die hele suiker-
mark omvef gegooi het nie.
Dit is eerder 'n kombinasie
van 'n aanhoudende oorma-
tige  toévoer,, gepaard ‘met
die tegniese faktofé wat eie
is aan 'n.Beerthark. .- .

Die prys'van suiker het ir
1975 tot ongehoorde.vlakke
gestyg. Daar was 'n ‘tekort

in die winkgls'en verbrui- .

kers het ten‘duurste betaal.
. Dwarsdeur 1976 het. suiker
vir méer as:£200 per:ton

verhandel, dubbel _dig hui-

dige prys. . = |
Maar , sedert’ die begin
van vanjaar was 'n duideli:
ke styging in die toevoer
van die ‘produsente te bhe-

speur. Die beer-neiging het -

begin versnel. Daar moet
onthou word dat 'n kommo-
diteitsspekulant wel 'n
‘wins in ’n’ beer-mark kan
bekom. 'deur om nabye
termyn-transaksies met
langtermyn-bestellings te
dek. ;. -

i e
Oesstyging

Londen se daaglikse sui-
kerprys, ‘wat wéreldwyd
aanvaar word, is die laaste
paar weke net bokant £100
per ton. In sekere mate -is
die Gemeenskapsmark gro-
tendeels verantwoordelik
vir die hiidige .marktoe-
stand, . o

N4 drie jaar se relatief

swak suikerbeetoeste in -

Europa is vanjaar se voor:
uitsigte besonder goeil. Die
suikerbeethoere van Brit-
tanje alleen verwag ’n re-
kordoes van'1,1 miljoen ton
vergeleke by verlede jaar
se 700,000 ton.‘; oo
Gepaard hiermee is .die
skatting dat . vanjaar se

" verkoop. Maar dit’ alles is

weéreld-suikeroes 'n styging
van 3,8 miljoen ton sal toon,
wat tot gevolg sal hé 'n
surplus van 2,8 miljoen ton
op die wéreldmark. Dis nie
juis ’n . rooskleurige pren-

i~tilevir diegene wat geld in

suikér-termynhandel belé

.. het nie, Dit wil voorkom dat

suikerpryse vir 'm aan- .

sienlike tydperk laag gaan

bly. )
Aansporing

.'n Vergadering vind hier-
die week in Londen plaas
in nog-'n poging om ’n
interriasionale suikerprys- -
ooreenkoms in die lewe te
roep. 'n Belangrike ocog-’
merk van dié vergadering
is die stigting van 'n inter-
nasionale suikervoorraad
wat as buffer sal dien en as
'n nood-reserwevoorraad
beskou sal word.

Noudat die wéreldprys
van suiker so skerp gedaal
het en daar wéreldwyd 'n
dreigende oorskot is, gaan
die binnelandse prys van
suiker in Suid-Afrika weer
verhoog word, Dit is maar.
een van die probleme van;
landbou. Dit maak nie altyd
sin uit nie.

‘Kontrakte

-Die’ rede vir die verho-
ging in die "binnelandse
suikerprys is die feit dat
die binnelandse produk-
siekoste tans ongeveer
R220 per ton is en die prys
R185 per ton. Suid-Afrika
het. kontrakte beding om
die ongeveer 50 persent van
sy jaarlikse produksie wat
uitgevoer word, - teen ge-
middeld R207 per ton te

nie genoeg nie en die sui-
kerbedryt toon ‘tans groot
verliese, . -
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. Mercury Corresponden ,
AFTER a 25-year battle Indian cane farmers i Natal have been given
divect representation on the South African Sugar Association, Mr. Y. 8.
Chinsiamy, president of the Natal Indian Cane Growers' Association, said
yesterday. | . . C : ‘

. ) T = - 2 " d

Addressin the annual would now be affiliated  TIndian association coul

- meeting. Ofgthe' associa- ¢ with the South African  be elected to represent
. - Indian farmers on the

tiop in Stanger yester- Sugar Cane Growg:rs’ 1
day, Mr; Chinsamy said Assocjation {White South  Afrvican Sugar

it was a “red-letter day.” body)  under  whose Association.
He said !'_zis as:sociajcion hanner a 'member of the Mr. Chinsamy said the
: a executive members of

——

the S.A. Sugar Cane
- Growers' Association
“'met thd members of the |
‘Sugar ‘Advisory Board -
(| recently and outlined the -
l - procedure; .of. aftiliation
| te  the ';‘espective o
White asspeiations.. .

fn o’ veport tabled at :
© yesterday:s meeting Mr. %

. c 8. ":M*ﬁt_iely, _gecretary
1 o1 tng, aésociation, Jashed i

i

‘. outizat:ithe ~Governments: |
' 'fc,reﬁtqé'd"?i@ndi and 'Agri-
cultufal | Bank. To the i

indian - cane grower it
wag”a nfeléss body, he
said. ;!




| ILLOVO
Sugar into everything

Hlovo, in search of diversification, is
currently looking at four different pro-
, jects, says managing director John
+ Willsher, adding that they may not all
coine off.

Most important is a feasibility study
into the possibility of converting sugar
and other local raw materials into deter-
gents. mining chemicals, foodstutfs and

cosmeties being undertaken with the che-

mical giant Senirachem.

Tate & Lyle, which owns 449% of
lovo, has spent millions on researching
the technigues of producing fully bio-
gradable and non-toxic detergents and
surfactants. Willsher was not prepared,
at this stage of the negotiations, to dis-
close what the technology will cost in
rovalties and patent costs,

If 1 is built the new plant is anticipated
to cost only about R2m as an adjunct to
an existing installation. lllovo is hoping
that it will be able to use its Noodsberg
site, which could qualify ‘as a border
industry. But a final decision will not be
made until the extensive markel research
survey, currently being conducted on
product viability. is completed.

Costs and profits will be split on a
50/50 basis with Sentrachem, so lliovo’s
initial outlay could be modest. Despite
having R8.8m of borrowings at the end
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Panchromatic film may therefore be considered superior to monochrome.
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of last season, cash holdings had been
built up to R3.4m. With the refinery pro
ject shelved, this cash was looking for
profitable invesiment outlet, though a
more liberal-dividend policy will soak up
some of these reserves.
According to Wilisher. “the returg on
t¢ capital will certainly be a lot more attrac-
tive than obtainable in the sugar industry,
but obviously at this stage | cannot fore-
cast earnings.”
e Although as chemical technology is
advancing all the time and research caosts
i are high, a return of about 30% is
generally anticipated. In its initial stages.
this project will not significantly broaden
the earnings base, but at least it could be
a start, With the world sugar price now
at £104/1, the need to diversify is growing
more urgent.
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 WASHINGTON:

seandal arising-from:
charges that the South
some - 5 prominent
Us congressmen. for
political and ‘business gain
was dubbefl Fricegate”.
Now it's Sugargate,
There are.a number o

other foreign colleagues, are
serambling to learn the new
rules of one of the oldest

the ‘golitical decisions -of a
gtm{erriment. America calls
i lobbyixé% ; S

__John -Chettle heads the
Washington office of the
South African Foundation
.and it ig his job to lobhy not
wst the Congress and the
‘White House, hut 40 sell ‘a

;_@’ R

ON; == It=all.
A'startedsin 1972 with
‘Watergate. Two years:ago,a.

Korean Government and:

pusinessmen - were' bribing-

diverse fotces at work here-
'} and South African lobbyists; -
iike their South Korean and.

gameg:around ~— influeneing

: _t;,- '»‘(":‘l ;’r,l‘,u.\,:;‘;'A ‘1 ¢

. balanced - 'view™ n;ff *South °
Africa to’ Ameriean opinipn -

movlders. - g

"But ‘now. Chettle and"the,
Foundation are smiack in.the
middle of Spgargate. The US
-Justice Department has
filed a civil-suit against the

¢ Foundation, and & New York

law firm 'that .once
represented- the South
African Sugar Asspclation
alleging the:seoret.channell-
ing of money, ajrline tickets
and other favours to key pop-
gressmen. T

The suit. allegs

gaym‘pn‘t-ssr_ werstmade

ebweer 1070 nd 1674 Wher'” flod R eR
- Sonth Afric vas competife. -+ VS SATEER
ELIFEBFQW%g-v Y

with other .ange
countries for Hrergaged:.
import quota, L -

n unusual] facet of “the
suit isﬁ%thatgit is =olely

3

K ﬁ*é@gmmg named:” Noridaes.
- the: suit’ "anfge “that: Solith
-Africg ever got any quotg

.hﬁ?v
e

u;t'

faid.

againat-fhe. South: Afriean
lobbyists and dogs notcite or.
hold, liable anyof  the gon::

increases as'a resylt of the
gifts. o

Rather the Foundation and
the law firmi are accused of
violating the Foreign Agents
Registration Act which re-
quires. jobbyists. for foreign
ernments to disclose how
ey g0 ahout represepting
eir pations interests,’

ichettle - told ) the. Sunda:
.he is-somewhat bat-

“1 tﬂlnﬁ%ﬁ?ﬁﬁm lay the
suit to the new sensitivity to
conflict of intérest here in
Washington hese days,’” he

ng‘a
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“It is doubtiul whether

" economic situation.

L will emerge “from - .the

5 A8 neceasary; "however,. that .

g e e S I T

Fmanclal Eﬂltor R
AN INOREASE in’the domestic price of sugar
_is necessary if the nnmedmte ‘short-term stabi-
lnty ‘of -the sugar’ mdustry is to” be secured, ac-
cording t6 Mr. G 3. Saunders, ehalrman of the
i) ’I‘ongaa,t Group Lid, ,

"Mr., Saunders, who was ) progress had been “hfadE

addresm

o shareholders' i at thermeeting‘!oﬁteading
rab the ¢

"f)anys synual - exporting: and:importing.

A" meeting at Tongaat yes., . coupntries- at the Inter-

terday,, said...that' the " national _Sugar Assotia.

3 authorit;es should. turn, tion in, London this week.

! their. 'minds . “at the. . Mr.: Lloyd sald there
' earhest momen .10 thlSﬂ" AWas Acompromlse on both ¢
.matter sq, that the’ PI'ICB [ sides, "involving a’ move
ineréase coud” be mini- towa,rds agreement, on
) m1sed .o “the ‘concept of holding
“The. -world prlce of  larger stocks .of sugar’
. sugar is, once again,’ in than the 1968 agreement.

- the doldrums. - . —

the London talks will
‘achi nyi_: ing

V' term whal : B
: world’s sugar:; supply St
! strong surplus pos1t10cn
. it seems unhkely ‘that;,
" there will‘hé an upward
.movement of" the world:
‘price in -the- 1mmed1ate
future RPN D

Although South At'mca s\
i current crop  Had |
been sold forwa.rd gnd a'
m1mma1 _réturn :for'. the
1977/78\year -.was assured;,
' the' Price Stabiligation
‘Fund -was depleted: Tt
was, inevitablé that: there {
- would- have to-be:a price !
i risew-for - sugarn m\ ‘the..
home market g

-t Referrmg to Tongaats
bui]dmg .materials " divi-
. sion,. . Saunders’ sdid!,’
the dwiswn *wag more’
than ~able: to” meet the.
; deriands' of the present

" “1tis,confident tha‘t’ Ha

;ourrent L ddwn turn’
3. strongers than ever.. ~It ig.

greater sense oj -
‘ gency: Mehouldthel s ovm
- By the public” ‘seétor in -
promotmg the: construe. ;
. tion of dwallmgs for all
~our people’t v -
Meanwh1le ‘in London
states The . Natal: Mer.
LUy - correspdndent .the .
chalrman 'of:. the. :South ]
ALfrma.n Sugar Associa
© ML ‘Anson; Lloyd, -
said he -felt tha.tarmuch
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By NEIL BEHRMANN

LONDON, — South Africa may
have to accept a reduced sugar
export quota. as part of the
bargain for higher world prices.

This emerges from an inter-
view I had with Mr Anson Lloyd,
chairman of the Sputh African
Sugar Association.

Mr Anson Lloyd believes
much progress was made at the
meeting of, leading exporting
and importing countries-at the
International Sugar Association
in London this week.

Mr Lloyd said the meeting
was imporiant because the
delegates of the 20 countries
held constructive talks. There
was also compromise on both
sides.

There was a move to agree-
ment on the concept of holding
larger stocks of sugar than the
1968 agreement.

A self-finaneing scheme
within the ambits of the Inter-
national Sugar Agrgement was
also discussed.

Under this scheme, exporters
would pay a fee for each ton of
sugar exported. The money
would go info a fund to finance
sugar stocks. In this way sugar

‘may get lower 7).
Sugar export quot it
‘world price is raised

countries would be able to con-
tribute finance for the stockpile
without resorting -fo’ an- inter-
natignal aid mechanism, such
as the common fund.

Allocations of export quotas
were also discussed.

The quota system meant
basjeally that .each exporting
country was ailocated a quota
based on current and historic
production, ke said. The quota
would be sold at minimum
prices.

Mr Lloyd said South Africa’s
production record would enable
it to obtain a satisfactory quota.

The South African delegation
played an active part in the con-
ference, including all the inner
committees,

The South® African sugar in-
dustry could face the possibility
of a reduction in exports, and
would also be under an obliga-
tion to build up its share of the
stocks. But the overall aim of
the agreement was fo get a
reasonable price.

The price of sugar is below 3¢
alb,

He said the objective was to
obtain a price range of 13¢ to 23¢
alb.

For three consecutive years

- for agreement at the next con-

741

there had heen a world sugar :
surplus, KX
He estimated that by theend ; ..
of next month world stocks of
sugar would rise to 24-million .., ,_
tons. This was far too high, con-
sidering that consumption a
year was 85 600 000 tons. There .. .
would be a further surplus thxs o
year.
Sugar dealers said that their .. ,,
impression of the’conference . ;
was that delegatés were more
flexible and there was a chance
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ference in Geneva. They said :! are
the current price of sugar was ™.’
7.6c a Iy in New Yark, com- “F'""
pared with the London price of *** 5
€109 a ton. They eg-"*33+
timated agreement was
designed to ensure a minimuny 7€
price of at least 1lc a Ib, or ef- &+ ¥
fectively £140 a ton.

Consensus at the London e

.meeting helped firm the sugar

price “marginally. But the
dealers pointed out that the
European sugar ¢rop was likely L

to be excelient this year and ’

with the continued prospect of a
world surplus, sugar prices
could easily slip again over the
next few months.
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Geneva

THE London meeting ofs
sugar exporting and im-
porting nations which ended
on Friday highlighted the
difference in opinion
between importers and ex-
| porters.

But the September

meeting in ‘Geneva to dis-
cuss the establishment of+an

International Sugar Agree-
ment is definitely on.

Discussion at the con-
ference has centred on two
issues - the exporting
countries holding sugar
stocks and the price range in
the agreement. Neither of
these. issues has been
resdlved but formed the
basis for-further negotiation
in Geneya, =1, »

It was Tesolved. that the

| exporting countries would

hold an aggregate of 2,5-m
tons as a buffer stock'but the

US is. insisting.on -3-m' tons.
This means that there is a

talks still sweet

500 000 ton negotiating point
to be settled in Geneva.

The ticklish question of the
financing of this buffer stock
has still to be concluded
aithough it has been agreed
that there will be a ‘proper’
financing scheme for a car-
rying the stocks. No one has
defined ‘proper’.

When it comes to price in
the agreement, the
delegates also cannot come
to terms. The -exporting
countries are calling for a
13-23¢ a pound range
whereas the importers,
basically the US, Canada
g{ld Japan, are talking 11-

g

‘other. A
".‘There is intenser pressure

While the delegates cannot
agree on the price range
they are not too far out, but
sources close to the sugar in-
dustry in London believe
that this issue could yet
cause the a breakdown in
negotiations.

A lc a pound price dif-
ference might not seem
much but it amounts to.£15a
ton and amounts to a huge
concesgion one wa; +or; the

L3

to get another effective
economic International
Sugar Agreement
operational;, not so much
from the delegate countries-
but- from Unctad.
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sugar producer e
' Mhlume Sugar Company
Limited — is to spend
R17 million on boosting
their production by 50
percent to 150000 fon-
nes per annum.
Situated in the morth.

.~ east of the tiny inde.

pendent kingdom, the
company has been
breaking all records this

+ year with their 17th

crop sinoe they started
operations in Swaziland.

By early July, 30400
tons of sugar Thad
already been produced
— about 4 700 tons more
than their t{arget. A
record cane crushing
rate of 225 fons per
hour was achieved in
June

[

largest

R IR {,ﬁ,ﬂ}i‘ I

rv-=

During the 1978
season ‘the mill crushed
1041 510 tons of cane of
which 417 451 tons were
produced by Mhlume
estates.

The forcign exchange
earnings for Swaziland
from sales of the com-
pany’s sugar’ and

molasses amounted fo
R30,5 million (1975 -
R36m).

Profit for the vyeaw
before tax wag R7,14
million

ompare to

3

. Boost for*‘sldgaﬁ'

~"production

By Finance Correspondent 2 5’/’7

more than R9 million im
1975, Provision for tax
last year was R2,61
million.

Tt is estimated that

the sugar levy paid to -

the Swaziland Govern-
ment due to the com-
pany’s production was
R5,16 million.

Meanwhile a Johan-
nesburg-based company
— Eland Exploration
(Pty) Limited — is back

in Swziland with las

e

to prchpect forf base and

i

precious metals in the
area south of the
Oshoek bords post.

After a break of 18
months, the company
decided to return to the
kingdom to look for cop-
per, lead, zine, nickel and
precious metals (mainly
gold) in a 5,600 hectare
area.

They hope to bhe
granted a two-year
mineral prospecting Ii-
cence from the
Swaziland Minerals
Committee and will start
investigations later this
month.

Eland Expleation is a'

subsidiary of the Cana-
dian company Cominco

Limi'te ‘ _




~ Another move in sugar wrangie

By Alan Peat

resuvory  svetein for
rany trav-port  custs
ook 2nainer step this
oK oas Lenfoln Oae

uperative Sngar Planters
indzed an appeal against
a reeent Supreme Court
decisien,

According to Umfolozi

chairman Heaton
Nicho'ls, {ne appeal to
tho  Adnpclate  Divisian

has heen lndged, but no
date has been fixed for
the heaning. -

The appeal {follows
;.03 ﬂ:m ::.3 mmﬁﬁon

Hr Tvoteo Alnstort in

Durbzn Supromae
rt thuat the anplics-
o by Umialosd and
I Su.ar Tatstes

I

gon-t the Sugar
Alhtiers Assovnition and
15 other delengants be
roywcted.

Hinva  and Tmiolnsi
¢lammed »:mn 25 4 result
nf the Taveraging” of
the shares of the millers
vaine fransport costs an
amount of R1.3 milfion
of the TLEL mmthon poot
Fad been wrongzly
distributed in the 1975-
75 season.

ﬁ :mx :% BM:EA bwn

e

teok over fundinz the
ransport caosts m 1973
{to satisfy cane

grovers) az ‘*dircot
recavery’” fommula was
crcated  which  vparan
teedd  that  each mriller
would pay wntg  or
recewve from the pool an
amount which would
ensuras a halance with
its outlay. '

Dissensinn amongst
the millers saw this
scheme  suspended  in
1373 when four of the
defendants in the recent
cas¢ refused to continue

. \.S vmﬂﬁﬂmﬁv mzn an_

APPEAL LODGED AGAINST COURT @w@@@é

= -
A.w..:p b
hb@ﬁh@ b
Prop. ..
.u\w?q
ekttt .wmuS state  of the dissenting mmmoanty.
averaginz came  into - .
bammz.  This the two .ﬂ:m de ..Lazﬂ tr ap-
plaintiffs centended lod heal, sag Umfi v,:am. » Li2s
10 same mulils rece,ving motae r:ﬂ Plot they
the  fund estimate t: (o aprrohive

more  Trum
a1 their actual outlay
entitled them to.

Mr Justice Mostert ace
cepted the disparity ex-
1sted, but based part of
his judzment on the fact

LIV

that the agrecment
made to implement
direet recovery In

April 1972 did not con-
- stitute a tacit contract.

¥ Therefore, he said, the
will of 1ihe majority
QEE m..; wm v:.&na on

more  than
ea¢1 season,

ato
15 _c:Z

aginz ta the

Q ,; undk

Ri

r aver-

Iliove ﬂ;swqﬁu direc-

tor John ..,.,.‘Hbuwmﬁ._
this neck tivat, while the

su1d

pasmibility of appeal had

heen discussed
board no

whether Illavo

vy his

decision had
yet been made as t{o

wouid

joia Umfelezi in the ap-
vmmw

I3
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ADDRESS BY THE HONOURABLE THE MYNISTER OF ECONOMIC AFFAIRS TO

THE SOUTH AFRICAN CANE GROWERS' ASSOCIATION ON THE OCCASION OF

THE ASSOCTATION'S GOLDEN JUBILEE, DURBAN, 9 AUGUST 1977

Mr Chairman, Lacies and Gen“lemen,

When you asked ﬁe to propose the toast of your Association,
I thought it would be zppropriate to lodk back upon the history
and progress of your Association and your industry.

Fifty years is a long period in the life of any industry,
and more especizlly in a young economy such as ours. Tremendous

changes have taken place in the South African eccnomic structure
2/.-&

2.
since your Ass>ciaion was esfablishedhin 1927, and the cane
growing industry hzs fully participated in those changes. The
figures for the g owth of your irdustry speak for themselves.

In 1927 there were abcut 116 000 hectares of land under
sugar cane, while in 1976-77 there were nearly 389 000 hectares -
approaching three zad a half times the area of fifty years ago.
The yield was 2 183 000 tons of cane in 1927, while in 1976-77 it
@as 19 238 000 ~ons - nea~ly seven times as much. Thus the yield

of cane delivere? per herta~e cultivated, virtually doubled
' 3/'!!



3.

over the fifty years - a striking tribute to the advances in
productivity over the past Qalf»century, advances which far
more than cancel out the decline in recent years in tne average
sucrose content of the cane. Your Association and its members
are to be congratulated upon this progress,

Considering this progress 1 naturally delved into your
history to find the reasons. Having done so, I am now wondering
who has done more for your members, your Association or the

Government? /...

4,

The first thing I found, was that a pioneer by the name of
Edmond Morewood was working for the Voortrekker Republic between
the years-of 1839 and 1842, Then I found that about ten years
later the Government gave Morewood about 7 000 hectares of land
in all between the Umhlali (pronounced Um~schla~1i) and the
Tongaat Rivers, which he, with a fine sense for terminology,
called Compensation and on which he started to grow sugar cane.
So you must admit that at least the Government gave you a good

start.
5/...



5.

Thus the seed of the industry was planted, germinated and
continued to grow throughout the 19th century. The really big
new development occurred in 1905 when the industry spread into
Zululand. At that time, the Government negotiated tripartite
agreements between itself, the settlers on new lands which were
opened up for them ané the millers. The settlers undertook to
grow cane in terms of these agreements and the millers undertook

to process it. These agreements, which became known as the

Zululand Concession Agreements, were to feature largely in later
6/...

6.

times in the records of your Association, but I hop: you will
admit that once again it was the Government who provided new
impetus for the rapid development of the sugar industry in
South Africa.

Apparently, times were not too happy for your industry in
the early part of the 20th century énd this culminated in the
middle of the 1920's with a request to the Government to do

something to assist your <dindustry. We obliged by iistructing
) 7/14.
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the newlv refnrmed Ras=d ~f Trade and Indugtries *g condust an
investigation into your industry and were far-sighted enough
to have as a member of that Board a gentlemsn by the name of
Frank Fahey (pronounced Fay-hee).

Weill, Mr Fahey managed Co bang the millers' and growers'
heads together to formulate the firét industiy wide agreement
which, I understand, helped your industry enormously over the

next ten years.

Once more ycu found yourself in trouble in Che middle of
B/nco

8.
the 1930's and came to us for help. Once more Frank Fahey was
a member of the Beard ef Trade which did the investigation, in.
fact by then he was the Chairman. In addition however, he now
had another member of the Becard to assist him, one by the
name George Rossouw. Mamy of you gill remember that George
Rossouw was also thought very highly of by your industry for you
later chose him tr become the first chairman of your Sugar

Industry Central Beard. Apparently in those days we decided to
9/..,s



9.

implement the recommendations made by the Board of Trade and
Industries more easily than we do nowadays. Anyway, in 1936 one
of my predecessors, Mr Fourie, guided a new sugar bill through
Parliament and this became the Sugar Act. Messts Fahey and
Rossouw succeded in obtaining the agreement of the industry to
a new industry wide do;ument which became known as the Sugar
Industry Agreement, which was published under the Sugar Act.

Once again the Sugar Act and the Sugar Industry Agreement

seemed to tide you over for hany years. It was towards the end
10/...

10.
of the 1940's that the industry once again found i*self in dire
straits,

First you apparently had difficulties with a Minister of
Lands, a certain Senator Conroy. Well, all I can say is that
he was in the wrong party anyway. )

Then around 1947 you got into financial difficulties ap .

again appealed to us. Again we instructed the Board of Trade

and Industries to investigate - this time under the Chairmanship
' 14/...



11.

~f Nr Norval. and once rpain we gave effect to the recommendations

made. We provided assistance for the industry, and this was
consolidated in 1948 when the industry's fortunes took a turn
for the better,
I ask you to note this date carefully, namely 1948, for it
was at that time that-our present Goverament in South Afriﬁa
came to power. Was it coincidence that at that time the industry's

fortunes also changed for the better? I understand that the
12/0--

12.
industry's fortunes certainly did change at that time and that
éver since you have hardly had occasion to look back. I know
there have been a few years with ups and downs, but it is only tp
be expected, especially in an agricultural industry. In the main,
however, I suggest that on the whole, ?ou have gone along quite
happily since 1948, perhaps the biggest setback being in the

latter half of the 1960's when world prices fell to as low as

13/...
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especially on such matters as how the proceeds of the industxy -

should be divided and how we should trcat molasses. There are
also differences of opinion over such things as the length of the
milling season. It remains a mystery to me why you cannot reach
consensus on these matters, although I must admit that you do
not have available the.same means of wiping out the opposition as
we have in Parliament.

Then, of course, I also have to consider the interests of

the country 2s a whole and in particular, the consumers. It is
16/...

16.

of vital importance to us in South Africa to keep our costs and
prices to consumers as low as possible. Inflation is an insidious
thing which does us all no good. Tt is for this reason that it

is not an easy matter to raise the price of sugar in South Africa,
and the interests of the consumer must aiways be very, very carc-
fully considered. This is becoming more and more important as
consumerism grows. Some products, in fact 1 would say almost

all products, have already felt the effect of consumer resistance
17/...



13.

£12 10s per ton.

My Chairman, 1 knoﬁ that it is traditional, when things
go wrong and when troubles occur for some scapegoat to be found
and it usually takes the gonvenient form of the Government. I
believe that despite the gracious, gentlemanly attitude of
Natalians they are mot averse to blaming the Govermment either.
However, I ask you to look back om your history and especially

on the last 29 years since 1948 and see all that we have achieved

together, When you examine your history you will find, I am
14/...

14.
sure, that we in the Government, have not let you down in the past
and I feel sure that we shall not let you down in the future.

In saying this, do not expect us to agree with every
recommendation that you meke and to grant all of you? requests.
This is quite impossible. First of all, we have to consider the
other side of the industry, namely the millers, who I believe,

do not aldays see things in the same light as you growers do,
15/



17.

as producers have attempted to increase their prices. There

is a limit to what the consumer is prepared to bcar and this

is why we always look to industry to improve its efficiency and
to reduce its costs so that it can absorb cost increases rather
than passing them on to consumers. Sometimes it is necessary

to provide individual industries with an incentive to reduce
costs by trimming off a part of the monies that are due to them.
Necessity is the mother of invention, and it is amazing how

industries have responded to such incentives in the past.
18/-09

18.

Now I know that not all of you will agree so readily that
we in Government have done so much for your industry in the past.
Some of you, I understand, don't agree that we were exactly
assisting you when we reduced the price of sugar twice in the
past six years. Well, you know economics is a peculiar science

and I am sure that you know that not all economists agree with

each other. Let us just say that this is one occasion where the

various economists have -disagreed. Our theories are too complex

19/l|¥
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to go into in detail on an occasion such as this, so perhaps we

can leave it at that. I know that there are complaints about the
cane price, especially this season. I have heard about cane
growers who are going insolvent. However, I also understand
that if you are all going broke, at least most of you are going
broke in comfort.

Finally, Mr Chairman, I am fully aware'that your members
feel that all good spirits should come from cane. You will

appreciate my embarrasment, representing as I do a constituency
20/...

20.
where people believe equally strongly that all good spirité come
from the vine.. Fortunately I have had the advice of a venerable
father of the church on how to extricate yourself from matters of
the spirit. He told me tﬁat once he received a bottle of cher;y
brandy from a member of his pariéhmﬂ He wrote back graciously,
saying: "I wish to thank you very sincerely for the delicious
cherries and especially for the spirit in which it was sent®".
Now, Mr Chairman, up to the present I have treated most of

21/...



21.
your problems in a rather jocular fashion, which I know will be
rééeived in the appropriate spivit, but I think the time has
come tc be serious for a few minutes,

For everything that I have claimed credit on the part of
Government in your history, I am sure you all appreciate that e
Government would not have acted without representations being
made by you} Association. It is therefore your Association which

has achieved the success it has, for your members and for the

22/.0.

22.

South African sugar indevsiyy over the years.

Thé South Af-icen sugar industry is held in the highest esteenm,
not only in South Africa but throughoﬁt the world. Not only is
it recognised for the efficiency of its farms and its factories,
but also for the efficient manner in which it is organised. I
can tell you that we in Government have the utmost respect for
the sugar industry‘s~crganisatieﬁ'%nd in particular for your own

South African Care Growers®' Association. This view is shared not

23,-.0
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only by myself, but by all members of my Department, and also I
know it is sharad bv many of my predecessors, such men as
Senator Horwocod, Mr Lourens Muller, and the Stage President
himself.

We find that most other industries come toc us in Government
with their problems and expect us to solve them. The sugar industry
not only makes yepresentations, but presents us with the facts,
which may include some problems, and if there are problems, then

they have solutions to suggest for our consideration.
24/--.

24,

Your Association represents a basic sector of a most
important industry. You are to be congratulated upon fifty
years of achievement; and I confidently extend every good
wishes to you all for many, many furthéﬁ years of success and
prQSperityT

It is therefore with great pleasure, Mr Chairman, Ladies
and Gentlemén, that I ask you to rise and driﬁk a toast to the

South African Cene Growers' Association.
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SUGAR farmers have been dustry Mr, 1. .G. B.
warned ‘mot to mechanise - Smeaton, “vice-chairman of:

their farms too rapidly- in .Em S.A, Sugar Association,

view of growing unemploy- .. Said yesterday he did not

ment. . .. believeit would be in the in-

Omnuﬁm. the ”wa,ﬂmmaanom * labour foree if ‘Boorw&a,&
field day and display of -harvestiig was’ introduced
agricultural machinery too quickly.

* fefests of the industfy or its~

t La™Mercy
near .Verulam, he said: “The
sugar industry employs
more than 100000 Black

people. ‘In the current

-climate of substantial Black

‘unempléyment the economic
-and social consequences to

(RIS

workers and their

‘the

e e

\ B »

families if the industry

became 100 percent”
mechanised would be

calamitous.

Mr. Smeaton said studies
had shown that on most
farms manual harvesting
was still cheaper than
niechanical harvesting. He

- said the large amount of
omuwmw,ﬂwma:waa to finance
machihes was hard to come
by and South Africa lacked
trained labour.

By s ;

Mr. Smeaton’s warning is
not likely to meet with
enthusiasm of exhibitors
who reported falling sales.

r B -

AN

THERE . WAS a good turnout of farmers at vesterday’'s Sugarmech field day | mm,m:mm_o_wﬂw
‘the; South African Sugar Association’s experiment station. Although keen interest,was
shown in the equipment on display, farmers have been warned not to mechanise-too;fast

vy W
H

in the light of growing unemployment among farm workers. Lo




BE‘-‘"

BEi:a

ST

sugar

hkely

Agrlcultural Correspondent

THE exporl: manager of
Assm.lation, ‘Mr, David H
United: States, domeétkj _px'l

BILLINGS, W.D., & MOR

red radiation from

tha South African Sugar
ardy, forecasts a lﬂgher
ce for sugar .

Mr “Frardy said yes
terday -that. ' United

- States, -sugar: producers‘ )

were complaimng bitter:~ !

136

avis &

Africa. Longmans

risible and infra

ips.  Am.J,Bot.

ly ‘about, the:low world ..
38:327-331. p‘nce’ #3nd- 'he forecast |
«that: rthhm t‘ne néxtifew, .3

_ ~.weeks‘1~the "American’a 2
BLAIR-RAINS, A., &MCK’ mlmstratlon wotld*pe -
forced to,: mcrease “the |,

, state lands of

Botswana. Land R impmt tariff -on sugar. 17 Overseas Surveys,
* “Thi§: would. have “the |
England. Lond Ré effect‘; ‘of “ raising “the. "]

world;prlce of sugazntloe o
causeﬂggppliers ‘to’ e
& KURATH, E~ ried “would:automatically *;"
add‘ithe dncx‘ease ‘Ao theic

zsellinggpmce )

BLYTHE, R.,
Applied Optics 7(
BOARD, C., 1965,

tural subjects.

t,‘

Use of w . ies in South Africa

and adjacent territ{ wex "Ame"‘ca 63~170.
I-l”eﬁbeheves that” the ;
"chances of” 1eachmg ‘an | ‘ H H
BOLUS, H., 1905. Sketch agrécment when. thy T - rica. Science in

ternatlonal ‘Sugar -Con-
CO[ ferencé " re-convenes - in

Geneva’ ‘next month, are. :
G; now more” favourable

South Africa.
BOTHA, A.D.P., n.d.

leurde lugfotos.

8-240,
| behulp van gek~

Unpubl Ophchem Kunsmls {Edms) Beperk.. pp 1-4.

BOTHA, C.G., (Ed.) et al, 1939. | - Archives yearbook for South African

History. Cape Times Ltd. for Govt. Printer.
BOTHA, C.G., (Ed.) et al, 1965. Il ~ Archives yearbook for South African
History. Cape & Transvaal Printers for Govt. Printer.

BROONER, W.G., & SIMONETT, D.S., 1971,
colour infra red photography = a study in Douglas County, Kansas.
Remote Sens. Environ, 2:21-35.

Crop discrimination with

BROWN, D., 1954. Methods of surveying and measuring vegetation.
Commonwealth Agricoltural Bur., Farnham Royal, Bucks, England.
pp 223. '

BRUCE, R.W., & KRUGER, G.P., 1970.

morphologie van die Bo~Oranje opvangsgebied gelee in die hogveld-

Die algemene geologie en geo-

sireek, met speciale verwysing na die invioed daarvan op gronderosie .

Navorsingsinstituut van die Hoéveldstreek, Potchefstroom, pp 77,

unpublished.



1 - A BAND OF angry Natal sugar farmers, other
- bidders waiting in the wings and a Johannesburg
.2 Stock Exchange investigation into Illovo Sugar
;. Share deals, promises to turn this week’s C.G.
- - Smith bid for lllovo Sugar Estates into a finan-

" clal dogfight of the first order. -

7+ + Fop executives from Illovo
cand CG. Smith who flew
i-»back to Durban late on
. Thursday night (accidental-
s:ly all on the same plane)
1 ~Trom the bid negotiations in
~Johannesbhurg, were met by
vi.a:storm -of profest. from
.. powerful .sugar farmers,
. suppliers of cane fo Illove,
-, who are firmly- against the
= .G, Smith bid. ) -
. After meetings on Friday
-with some: of the dissident
~growers, John Willsher,
~‘chief executive of Illovo told

me: ““The growers are
powerful and independent
suppliers to our mills and
they do not like the idea of
supplying -a big con-
glomerate.” .

He added: ‘“A grower’s
relationship with his miller
is crucial and we have built
up a very close relationship
with ‘our growers over the
70-0dd- years ‘that_we have
been dealing’ with them.
Many are third generation
yfamilies ' of -German.corigin
who have always dealt with

" Pd

v

Illovo and it is quite under-
standable that they are upset
about a possible change of
control in this key part of
their lives,”

Could this outery by Il-
lovo’s: growers upset any
potential bid?

“The whole situation is
very fluid at the moment
after some hard EE:M. this
week in Johanneshur
between Illovo an
C.G.Smith and their ad-
visers,” said Mr Willsher.
“If ‘a bid goes through and
the growers are still opposed
toa awmumm of control, they
have indicated that they
might appeal against the

decision on monopolistic
grounds. And the outcome of
this would obviously have to
‘be decided by the proper
authorities in due course.”
But the IMove bid story
fook another sudden twist
late on Friday when it was
confirmed {c me that other
predators for Illovo were

waiting in the wings to.

Wozunm at the first sign of a
reakdown in the talks
between C.G. Smith, Illovo
and Tate & Lyle, the UK-
based sugar company. Tate

& Lyle owfls a key 49 per.
- cent stake in Hlovo.

‘iThere have been intense
mam continuing™ discussions

taking place between Smith,
lllovo and Tate & Lyle,” said
‘Mr Willsher. “But obviougly
in a situation like this, m_m
first offer is an opening shot
and some hard bargaining
from all sides has to take
place.”

I understand C.G. Smith’s
first offer is close to R3 &
Share for Tilovo’s 5,2-million
shares; compared to a. net
Wﬂmmw value per share of over

+Asked if there had been
any interest from-other par--
ties who may step in and pay
a price C.G.Smith is not
prepared to' Mr Willsher
said: “Yes, other parties
have shown interest in our
talks but-no formal offers
havé been made to us. I

John Whlisher

think perhaps the hest way
of putting it'is'that there are
other parties waiting in the
wings and watching develop-
ments very closely,” -

Though he would not be
drawn on who those ‘“‘par-
ties” are, my information is
that ‘Anglo American, who
have a controlling stake in
Tongaat Sugar, have more
than a passing interest in the
affair. Even Lonrho is said
to be watching events.

Meanwhile, the Johan-
nesburg Stock Exchange has
opened an inquiry into the
500 080 or so Illovo .shares
that were bought in, and out-
side; the stock market prior
to the bid being announced,

@ See page 2
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Séhtrachem not in R7,9m deal

. ®
S

Tate ‘and Lyle share

signed late in the afternoon, includes an offer of 309,5 cents a

share or cash and C.

Mr. 1, P. Willsher,
managing director, séid last
nighit from Johannesburg
that it would be “business-as
usual” until C. G, Sugar had
decided on its line of action,

The Sentrachem project,
which was excluded from the
deal, would have to be re-
structured to find a way for
the Tate and Lyle licences to
be used by the scheme.

“The managing director of

Tate and Lyle Development
Services was in Johan-
nesburg with him to discuss -
the new arrangements with
Sentrachem. o

|

Mr, Wilisher said last

night that talks started last

night and will continue to-

day with Sentrachem on the

joint-project . which would ~
obtain new chemicals from ,
sugar.

Tate and Lyle will get 136
cents a share in South Africa
and 137,5 cents in.remittable
currency. There is no indica-
tion of where they will.ihvest

q| . the funds. W

llovo was sibpended at
190 cenis a share. The offer

. Financial Reporter

B A S
. 1o

,

' The Natal M

. 'IINt A R7.9 million deal C. G. Smith Sugar yesierci;ly bought the

holding in Ilovo Sugar’ Estates. The deal,

G. Sugar shares’'to minority share holders.

puts a price of R16m on the
company.

They have héld this in-
vestment for about eight
years after buying out
Genera! Minings’ holding in
illovo.

‘Minority shareholders are
to be offered either R309,50
for.every 100 lilovo shares or
a package of cash (R37,50)
and 50 shares in C. G.
Sugar, Their shares will not
qualify for the interim divi-
dend jn January.

This puts a value of 484
cents a share compared with
the 590 cents suspension
price and’ is plainly
favourable to shareholders
who will get a stake in the
dynamic C. G. Sugar group
which will now hold over a
third of the South African

_sugar industry output.

~ The rerchant bankers
who negotiated the deal say
that the acquisition is not ex-
pected to alter the earnings
or net assets of C.
Smith Sugar. |

* Commenting on the sale
of Tate and Lyle’s share in
Illove Tate and Lyle’s
chairman, Mr/ John Lyle
said yesterday that the terms
finally accepted were
reached after considerable
negotiations with C. G.
Smith Sugar, which followed
_ their initial approach,

© “\We believe that these
terms fairly reflect IMovo’s
own standing and prospects
and its special potential to
the purchaser,” he said.

“The offer price repre-
sénts a substantial premium
over previous market values
and we feel that it will be at-
tractive to . Hlovo’s other
shareholders.

“In dur eight years of as-
sociation with the company
it has been put on a sound
financial and techmical
footing with the enthuisiastic
and loyal help of everyone at
lilovo and we are proud of |
its record. ’

“We much re_grct'the loss,

of our involvément in the
South - African sugar in-

dustry.”
.
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‘GENEVA. — The world’s im-

are. having another go at puttmg
order inty their um-uly ‘market.

f‘]ugar has
at reaching agreement

ROst 12faf1 @&

Reserve stocks of sugar to
bolster it against surpluses and

~ ghortfalls and floor-ceiling
porters and exporters of sugar -

prices were the stumbling
_blocks. Questions of stock size,
“"who pays the storage cost,

'I‘he second meetmg of 82 na- ..ywhose stocks can . be used 0

tlons starts today at.the United
Nations-European headquarters -
with the usual high hopes of un-
tymg the knots which plunged
th&;slx-week spring conference
int failure.

.'I'he delegates come to this
three-wee}( meeting armed with
the results of an interim con-
ference held in London in July.

The conference chairman, Mr
Ernest Jones-Barry, executive
director of ‘thé’ Interhatwn.g}S
Sugar Organisation,
charged with patching up deep
differences of opinion which
emerged at the spring session.

N orgamsatlon b

R—

i [ A

meet sudden demands have to
- he resolved.

The idea of maintaining
minimum stocks and special
stocks was knocked about rather
listlessly. Now the proposal is to
have only onme form of sugar
stock — a reserve stock of about
3-millicn tons.

Mr Jones-Parry says the cost
of such stocks should be carried

through fees levied on. bogl ﬁ%glﬁ M
e o;tm ﬁand",, ortlng
Srganics inegfﬁbers - Fremy

these fees, ranging up to half a
cent a Ib, a sugar stabiligation |
fund would be established. Cuf-

an Other‘"*go

rent .carrying costs’ for sugar
stocks are estimated at 0,6¢ to
0,7 a b a year. il

But in London, Mr Jones-
Parry, reported thete was ne
agreement on the size ,of such
stocks. ‘Ee 2

Another unresolveqd point is
prices. In a busmess« whiere a
penny or two a th can'be critical,

‘there is general agregment on a

range of 10c a 1bi between
whatever limits are;placed.

Mr Jones-Parry has'suggested
a range of 1lc fo 2lc, thus
meeting price opponents

halfway. .* )
K 'r f('

T
|

Y
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" Own Correspondent
GENEVA(., ~ A last-ditch at-
, tempt to ‘stabilise the Inter-
. national sugar market has
" begun in[! Geneva. Hanging over

I the'thres :-week conference is the

1 {-problent of the 7,5 US cents &

-.kpound v vorld price

/" Mr A.ngon Lloyd, chairman of

jthe Scuth African Sugar As-
sociatijon, says: “Predicting the
outcorme of a conference like
! this i s like walking on shifting
« sand., There was great optlm1sm

 after: the interim conference in
- Lonidon this summer. But that
. wag1 two mohths ago and posi-

i:tioras shift like those sands.

‘“The spirit and the will are

v8till present to niake an

I"emergetic attempt to reach an

- ajgreement,

* “With world price running
- haélow 8c a pourid this year, ex-
\fporting countries cannot afford
&0 live through-1978 at such
|<pr1ces 1t is highly important for

irexporting countries to improve
the price, even at the expense of
acecepting certain restrictions,

“It we want higher prices, we
will have to be prepared to ac-
cept a smaller tonhage,”.

The United States, the world’s.
largest importer, is optimistic
an agreement will be reached,

‘‘At the market price
producers are nof covering their '
production costs,” says a United
,States negotiator. A real need
for an agreement is now .
recognised.”

The trickiest negotlations will{
concern stocks, their size anc i
who pays the bilL. A

‘s , w.; On size, the suggestmns rangnie

from -1 750 000 tons tg\"ﬁsooouﬂ
tons. Enough sugan?&k;msf be
withtr £1d from the world fnarket
to ex ereise some contz;ol over
the p rice,

The United States 6% posal
calls| for 1ntematinnal’{%uffer
stoc ks of 3-m1111qn tonswto be
fina nced by a feSon firiports and,
exports of sughy m:gqmsatmn
me mbers of 0,3¢; nd .

y, e ot
thez costs of storage T e Tnt -
nattlonal Sugar Organlsatv on
wpuld pay produders J.5¢. a
peound a year to stock the' 0 gar
al origin, keeping it t§ff the
wiorld market. |

, That plan also envisage.'s ex-
psort quotas, a device whic h the
IEBuropean Economie *fCom-

1munity has ruled out, Butas the }

Imeeting starts, the EE{ 2 post-
tion is a slight mystery to all.
Mr Lloyd said stoc ;hg in-
cluded the operating costs,
-storage facilities and ¥ aalue in-
Iterest on the stqcke d. Sugar
That is the.cost of. L gfatting the
money to pay the. Bro’ducers.
Mr Rodney Goodw!in of Czar-«

¢ nikov, adviser to the Costa |-

' Rican delegation, said the

. financing could be m‘n the form of

low-cost loans frond, the IS0 and
from the World B mk,

Another shadow hanging over
the conference is 13 forecast sur-
plus of 3-million t/ons for 1977-78,

Failure by the conference to
reach agreemen t would not only |

be a body blow' to'the sugar in-
dustry but to t/ne larger, falter-
ing United.. Nistions effort 1o
stabilise nther- cemmodlties "’

!
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TRYING to prediet the
3Y} 2unspaw upz,

-Lloyd, chairman"of- the S

nBuaa
SADH pue y Mz, Lloyd said there’ was

great optimism after the in- -
~terit conference in ‘Lofidon,
‘But . that .was two’ months
‘ago’ anid posmons ‘had -
:shifted, :

T would say. the spirit

ayj u) sey) *
inogo axpy AfS
B sjurod 000

. make an enérgetic attempt to'
. feach. gn. agreement. ‘

: “With :world * price! run--
nifig ' below eight cents a:
pound this year exportlng
countries cannot -afford to
live through 1978 .at 'such.
pricesi- It is highly 1mportant,,
for' exporting® countries to \
improve: the, price, éven at-
.the expcnse"'of acceptmg cer-
tain restrictibns. G

“If we want higher pnces
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- wﬂl be reached,

“and the will is still present to °

we will have to be prepared , -

1) Thist money,would into

R Mercury Correspondent

GENEVA

outcome of .the. latest

round of sugar talks at Geneva-is like trying to
| walk on shifting sand, according to Mr..Anson

outh African Sugar As-

sociation, who is one of South Africa’ delegates..

to accept a smaller ton-
‘ nage.”. .

" The . United States, “the
worlds largest importer, js
opt:mlstlc” an agreement

V%At fhe ' market prrce‘
producers are,.not-covering
~their productlon costs,” the

. chief [ US; negot:ator told

-me, “A real ‘need for an’
‘agreement is° now

. ‘recognised,” he added.

The trickiest negotiations
will concern. sugar stocks,
their size and who pays the

. On size;' the suggestions

: rango from 1,75 to 4,5
" “millien tons, Enough sugar
must be withheld from the -
world market in. order o ex- .
orcnse some control over the
pnce Pl i
The US proposal calls g
for "infernationat’ ‘buffer’
‘stocks of, thrée million: tons -~
" toube fit ianced. by a fee on'
1mports ‘and exports-of siigar
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apes raw deal on

sugar export quotas

Own Correspondent”

GENEVA. — Proposed sugar
export quotas have been an-
nounced by Mr Ernest Jones-
Parry, executive director of the
International Sugar Associa-
tion. -

“We knew we would have to
make a sacrifice,” said Mr
Anson Lloyd, chairman of the

T Somth African Sugar Associa-

tion. ““The question is now what
degree of sacrifice.”

South Africa is rot in the posi-
tion of some’ countries, like
Australia, Cuba and Thailand
who find thefnselves with
‘enlarged acreage and new sugar
mills ready to start operating.

“They are geiting a rough
deal,” says Mr Lloyd, “because
the quotas are based on prior
performance. South Africa does
not find itself in this unfortunate
position.”

Mr Llpyd says that once these
Muotas are tabled, there is little

chance of getting them changed

‘

- o ' . Ficst &
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as to do so would be at the ex-
pense of someone else, or ad-

ding more on the top of the’

quota allotment, thus dilating
the whole process.

There is growing criticism of -
» the proposals at the three-week

meeting of the international
siegar conference, especially
from France. .

One delegate told me: “Many
people say the EEC is being un-
fair to developing countries by
telling them they have to con-
trol their exports., These
developing countries take a dim
view of the Common Market ex-
panding its sugar production by
3-million tons and then asking
developing countries to make
heavy sacrifices.

“These same countries shed
many crocodile tears at the
North-South conference in Paris
and made many promises to
help’ developing countries, but

they are | ot materialising in
My .
Genexéaé@!% L

f‘f.i;uaﬁif

<
*

L]

Countries havea week to muil
over the quotas amd tell Mr
Jones-Parry what they think of
them. .

“I expect there will be quite a
few strong reactions,” says Mr
Lloyd. *‘But they wiil be mainly
for the record. Then people can
go home and say they put up a
good fight, but, it did not work,
and call it a raw deal. .

“The big guestion is, are the
quotas reasonable and can they
restore the balance of supply
and demand?”

The conference is entangled
in a new scheme to establish
and finance reserve stocks to
stabilise thé price. The most
likely ptan foreseen on financing
stocks would be a levy on im-
ports to Internitional Sugar
Agreement members and at the
‘export level to non-members,

“The resulting fund,” says Mr
Lioyd, *“would not cover the full
‘costs of keeping stocks, But it
would be used to alleviate
them.”

oM 1L qﬁ 71
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Sugdr- Kgtates and C. G, "%
Smltﬁsagar ‘has brought
about ¥ the . interesting
anomoly of CG being in

in a R52500

e

vplved

-company 1t lws taken
“OVer.

This arises because of
the action hrought -in
January '1876, when Il-
lovo and Umfolozi Co-
‘operative  cited” CG
Smith Sugar and 15 oth-
er deferidants-in a joint
1.5 nullion claim over
cane  transport  costs
which the.two plaintiffs
! ~c1a1med had heen wrong-
ﬂlétrlhutéd;

heu' case was reject-

Fon June 24 this year
1'.1 Durban s, Sepreme
Cout, and, Umfolozi
'shon -after, 1bdged an ap-
p,eaipsﬁto the., Appellate
!Dm;smn [ Bloemfon-
iqm,; Tloye lodged no-
ity of appeal withia the
st_atutqi'y ;g,l day; period
ﬂ fhe, saud ment,  but

av

“ribths ye’c tlecxded
fiether the dppeal will
aét ally lie prosecuted
They" have untu ear}y
fmif:‘

avsiTan

'

Y 'ﬁ"""lu

" THme‘lel:"er of IlIovo %&fn et

Sl.lg gr

Finance Reporter *

November to lodge no-
tice of their intentions.

The amount at stake
for the Illovo Group in
the case was R525.000,
which they claimed had

been wrongly distributed -

during ihe 197376

season,

The claimed loss oc-
cured, said the plaintiffs
in the submissions to
court, hecause of the
breakdown of the system
of direct recovery of
costs in 1975, This for-
mula guaranteed that
each miller would re-
ceive from, or pay into,
a combined cane trans-
pori  eosts  pool an
amount which would en-

‘sure a balance with the
_actual outlay

Y

Eﬁ‘ '{ zuh

T

l.egcal cmomo!y
’ Hh@/nrlses in Illlovo
“eourt action agains e

merg[e

377

The scheme came
asunder in 1975 when
the four main defendants
in ihe case (SA Board
Mills; " Entumeni Sugar
Milling, Union Co-opera-
tive Bark and Sugar and
Glendale Sugar Millers)
refused to continue to
participate. This brought
abolit a state of “averae-
ing”, which Hiovo and
Umfolozi claimed led 1o
some mills receiving
more from the fund than
their actual entitlement.

This eclaim was re
jected hy the court and
led to the appeal from
Umfplozi.

.Jack Dunlop, finaneial
director of illovo hefore
the merger and now on
the hoard of C G Suzar,
sa1d this week that ao

g '} N " ..
decxswn could” bé"'takelgw
before the new combined
board could consider the
+ Mutter. .

However, he ccmfirmed
that the loss to Illove
shares at the time of the
action was a pre-tax pro-
fit amounting to about
11 cents a share.

“This. amount”, he
added, * will be consider- {:
ably more by the end of .
1978 season.”

The origindl R525 000
has been inecreased.-say
Movo, by the R45000
which - is claimed for
1976.77, ' and latest estl-
mates of the loss in 1977-
78 stand at aromid the § Y-
R125 000 mark, a total .
loss .over the three
seasons of R741000.

- Using Illovo’s estithate
of a total toss of R741 GO0
and dividing by the
5224 000 'shares in the
company, the gain per
share in the case of a
successful appeal wnmd
total just over 14 eehts.

Frank Jones, - C¥G
Sugar chairman, i§ ‘also
unable to make a posifive
statement on what the
outcome of a board dis-
cussion wiil Tead to.
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A é SUGAR industry leaders are very much aware that the international |
< sugaf tradeis in ‘2 mess. In their talks in Geneva they are trying to |,
9 ol solve the problem by setting export quotas and South Africa will be A
S A lucky if her portion is above the last seasons exports of 912 693 tons. |
& g S A M Conference chairman Mr.  and needing the foreign ex- |
“am Ernest Jones-Parry original-  change, has taken a tough
ly gave South Africa an line and threatened to pull
875000 ton quota but out of its large quota is
following the wrangles teduced.
© @ DATIRYS; between the big league Australia, having geared D
£ o g ?P\ gg producers ~ Australia, jiself up to a major export |5
9 5§ | Brizil and Cuba —hewasto drive to Japan;© has found
e R S| have presented a new quota . them, reneging ‘on’ the con- |
g O| schedule at lunch-time tract 'and now: sits with an
& yesterday. . . export: surplus, Brazil,
45 ! another’major exporter, also
= S.A. Sugar ASSOC!EUOH needs the foreign exchange
: N o Cheirman Mr. Anson Lloyd from sugar sales. "
N o~ | I8 not happy with the situa- Whatever happéens in [
“ |~ | o e i tion in Geneva or with the X
o == “ Geneva could have some
2 P of St s e it et on e
: o make L )
¢ Ol sacrifices for the- eventyal SOt Affican mdgstry.
3 }g:md x?if the global industry,” Bumper crops
il e sa v
3 The international mess is
@ — o~ ﬁ From reports it does not  caused by bumper crops and 41
= 5 T o0 appear that othy a consequent price slide that |
= o | e cons:dermg» the issue in, has brought the price down \
=< R oo the same!wayids Mr. Lloyd ' . “substantially’”  below
E O ' Cuba, ds a.n‘magoq exporter + production casts in many -
= . e ~— countries, ‘This situation,
S50 brought about mainly by the
] | o “abnorinal price rise of a few
2= 0 o - . years | ago, ,which led. to
A B ﬁ 2 - Farmers plantmg crops’
éE‘ © v oS "E 1 which are” now : " maturing,
& ﬁ e sooB does not seem- hkely to get
E?é a%' ;:‘Bq; b o ® o anybettersoon R
o © u+ o @ H B In pire économic terms
E 1] &0 by -'5 ot H B P the ' export+ quotas are thin
< &5 o ORI o T4 - disguises for a cartel which -
QE G ﬁﬂg - Hgm 1 will maintasin a minimum |~
OH 5 b0 Ry 0 g gge o floorzprice. This will benefit . 1
e 3 L 0% S 7o B | devéloping ‘countries and fj
v M 8 o 4 ~ O C B ~p . prévent ‘senseless expansmn 2
=, e qoe Jdles BHooMd theind |2
= i B et g =] in the:industry. .
=] o g @ :ﬁ Y 88% 5 =T I For South Africa there.- 2
£ 0 omgmgrurgwht will be problems. Firstly, |4
E ol g o = g A ﬁ o p f’ﬂg % ‘because the export surplus |}
QL5 3 39 s BEg " BEE . k] above the quota will haveto |5
= - 2 g @ qgrﬁmﬁg";’g,ﬂﬁ .be sold in the country and |}
o PUE BB ecod N o the export proceeds will not 1-
N oHEQo N ook od mmm%mmmmnmd
EINE BT ra%’ s SovoBel donmuc price. -, P
= oo B He G h ’TG_ove nment will, J3
B o g gﬁ CHEETEE -9 ha\re&to b(élstef'{xthe ddmestic 3
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will have to'be put into" cold
\storage uriless the Tespectivé:s]
Govemments find it poészble i1
ubsidisé: hi 1
X South '} §
»supply ' above its |’
» export quota for the industry. |
hagv. ! high- quallty “product; ;
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Sugar price rise looms

' Staff Reporier
THE growing crisis in the ..
sugar industry can only be
relieved by a substantial.
increase in price, and this
is expected before the end
of the year, say industry
sources.- . .

Negotiations on interna-
tional sugar quotas now in
progress in Geneva have
rup inte trouble and.it.s.

be reached.
This will lead to lower
prices on world markets

and to massive losses on:

South African sugar ex-

orts.

It is expected that near-
1y half this year's expected
3100 00-bag crop will be
surplus and available for
export.

The manager of the SA
Sugar Association, Mr Pe-

R 25l ,'17 |
that sugar sold in South
Africa at between R40 and

R50 a ton hbelow produc- )

tion costs.

“Over the past five years
consumers have been sub-
sidised by the indusiry to
the extent of R250-million.”

However, the stabilisa-

tion fund, built up from

profits on exports in pré-
vious years, was emptying
fast and could not support

feared no agreement will: ter . Sale,. said yesterday local prices much longer.
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sugar pact

— The United’
Nations sugar conference has
réached-agreement on all basic
“{sdues for_a new Imternational
Sugar agreement af ah
executive committee meetlng,
says, the conference chairman,
Mr Ernest Jones-Parry. .

Following Cuban acceptance'

' of. & Brazillan proposal on
.| minimum, export entitlements

the ¢commitiee agreed to basie
export tonnages as proposed last
Friday by Mr Jones-Parry, with
reservations expressed by the
Dominican Republic, Romania,
Czechoslovakia and Poland.
.The , prolonged .conference,
due'to have ended ‘yesterday,
.was extended until tomorrow fo -

.| allow minor technical issues. to .

be settled.

- .Mr’ Jones-Parry said the
committee had rejected a-
‘European Economic

-| Community proposal that it join

the new IS4, due to start on

" January 1, for five years; under

special conditions to be

| éstablished -later. Instead the

EEC will discipline its exports
and build up stocks as though it
were a member and hold
separate negotiations with- a
new international sugar council
with a view to acceding to anew
ISA-in 1978,

The'Chief EEC delegate Mr
Adolfo "Pizzuti, said the EEC
was ready o apply to its net
ie::portable surpliss whatever
Gquota wa$'set under an‘ISA-for
1578. The EEC delegation would
report to the Council®of
Ministers and invite it to hold
negotiations with the new ISC.

‘agreerpent and should be‘

He hoped the EEC Vould jom
a new.JSA. It had wanted to join
in"- aﬁ ‘special category, with
equivalent controls to those
negotiated in Geneva,-

A price range of 1o to2lca Ib
was ‘agreed over the weekend
and approved by\the executlve
committee on Monday Quotas
will-be-lifted i ing nsing matket
at 15¢>and 1mposecl ina falhng
tndirket<at 14c.

Reser‘fe stocks held will be
released in egual staged at 19c,
20c .and 2le. Such stocks’ will
total 2 500 000 tons, -

The Brazilian compromise

: allows Australia, the Dominican

Republic, Panama and
Thailand, ‘all of whom export
‘over 60% of their production on
to the world market, to have
maximum quota’cuts’ of 15% of
basic export tonnages.”

It is envisaged that in 1978
other countries’ wil face an
additional cut ‘of 2,5% of basic
export tonnages,

The Cuban-Deputy Minister
for Foreign Trade, Mr Ricardo
Cabrisas Ruiz, sald Cuba had
agreed on the Brazilian formula
in spite of the extra quota eut it
faced as it wag important for
developing countries te have a
new ISA.

Cuba ' told- the executive
commitiee that developed
countries, like Australia, had
forced developing, countries to
fearry extraiburdens:in reducing |
thed over-sipply of sugar, he

.‘ TR

“No’ fundamental ‘issues now
remaified- ahd countries
y dependent ‘on ‘sugar earnings
had an agreement that could
regulate " the' sugar : market
Prices’ should rise in. the early,
part. of a mew ISA-which, -Wwas,
stronger ‘than, .the’ 1968

-agreement which did, no_t:

contain reserve stocks és

" The Unlted States ch1ef
delegate, :Mr Tom ‘0’Donnell,
saitl-he'was" encouraged at, the~
prospect of the fiew agreement

. with jist- techmcal zssues to be.

nettlew
The, *pac £

wasa ‘;gp.od
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GENEVA — *'I think
we've | got an
agreement . . . it’s now
virtually certain,” said a
weary but relieved Anson
Lloyd, chairman of the
South African Sugar
Association.

Delegates from 72
nations mana%fd to jump
from the brink of failure
to-apparent success in a
single confused bargain-
ing session of the ninth
International Sugar
‘Conference. :

The conference was due
to:)i ﬁnd l&a.'%t Fridaily, l;lilt nqt“sr
will end‘today, leaving i
dangling ends to be tidied
up by lawyers.

“Agreement has been
reached because of an in-
genious Brazilian
groposai," Mr Lioyd said.

'This _permits_Australia,

E

] —— .
S ’Tsu
N "H,c!'f

N

the Dominican Republic,
Thalland and, perhaps,
Panama, to have their ex-
port quotas cut by only 15
per cent yearly for the
next two years.

"“The rest of the ex-
porters will have cuts of
17,3 per cent.”

Both Cuba and
Australia made *“loud
noises” before accepting
the compromise, but
delegates said that was for
“home consumption,” Mr
Lioyd said. And that broke
the last deadiock.

He added that as far as
South Africa is concerned,
he hopes the sugar market
will improve sufficiently
so that the Republic won’t
have to enforce the. full
17,5 per cent cut in:1979.

“We have to-look at'the

Db Fielz

igar
olved -

invisible benefits of an
agreement,” he
emphasised. ‘‘Prices
should improve because of
the agreement. But we
can't say when or by how
‘much.

“*And we must
remember that this keeps
the United States, the
world’s largest importer,

within the orbit of the

International Sugar
Organisation. This is a
great advantage.

““We had no time to real-
ly examine the European
Common Market's
position, and the EEC will
not be joining the agree-
rhent at this time, but may

apply for membership

later this year.”

The chief American

'negqtiatpr seemed very

. pleased with the dramatic
turn’in events. "I think |
have lost my credibility in -
Washington,” he said
Jokingty. "I really did not
-expect. tHe deadlock to be .
broken this tim{e. " ‘

Under™ the mnew
'aﬁrgement, enough sugar
;should be "kept. off the.
~world market'to force the,
/‘p_,ri‘ce.mm the range of 11,
to 21 cents a pound. Sugar
stocks:-would then be used -
l;to guarantee, that the.

price’ was as ‘close to the
,middle "of - that ' range, .
jguaranteeing a ‘steady in-

come to sugar. producers- |

and protecting consumers

from wild fluctuations, ~—,
D{: " ‘ ] oo oL
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'LONDON. — The new inter-
“national ;sugar agreement does
/52 guarantee a rise in the free
~market price of sugar. The 72-
,_.-m:ez international conference
sagreed.on export quotas to limit
\w uu_.mm.. and a reserve stocipile

COf- Nu.B.:.o: tons to control un-

- due price swings.
.r Umwmmmnmm agreed on a support
tprice of 116(US)/lb, equivalent to
mﬁum 2 ton, mmn Eﬁdmv\__u (R412 a

.,Emi.. after two’ conferences~and
,,Smm_mm. “of wrangling, was a sharp

 price Tise. .

MBEm%mﬁm ammnﬁo: to the mmamm.,_,

But the market soon declined
again on the realisation that there is
still a huge SS.E&E@ mE.UEm of
sugar.

ugar brokers C. Kzarnikow cau-
tion that producing countries could
sell excess supplies in the closing
months of the e

anuary. :
Basic mMﬁE.H

and Ausiralia and Brazil +(2,35-
“million tons each). South Africa’s
basic quota is 875 000 tons.

But when there is a large surplus’

of sugar around, there must be

ear, before their ex-.
or{vquotas take mmmﬁ.. drom next .

uotas mow Bm._ou. ex- .
porters are: Cuba (2,4-million tons).

ks

By NEIL BEHRMANN

farther n_:“m to the quotas: Australia,
the Dominican Republic, Thailand
and Panama must in these circum- -
stances cut their basic export quotas
_&wm further 15 per cent.

“The rest of the exporters, in-
cluding South Africa,. must. ns%
their basic quotas by 17%% per nmﬁ

Sugar statisticians F. O. Ticht es- °
timate that world sugar production

during 1977/78 will be just under 90-
million tons, compared §S con-

r deal
price rise

mzavﬂon of mrmrzu, Eﬂmu 86-million
ons

Worldwide, the surplus of sugar is
now about four million tons, and the
feeling among London dealers is that
producers will be forced to cut
quotas to steady the price.

This would mean that South
Africa’s quota could fall to around
720000 tons; compared with an ex-,

T a T

port potential of one million tonsiiE B

Py ot

Brazil could be in an éven stickieri’;
_ position, and dealers reckon that this
major exporter could have an excess
of one million tons. Brazil and other .
producers could/ have .storage
problems, so the crucial factor is

does

whether producers will sell excess
supplies in the closing months of this
year.

Exporting nations will also hold
their portion of the 2,5-million
stockpile which will be international-

ly controlled. If the price rises above

15¢/Ib, then exporters will not be
restricted under the azcnm;m%mﬁmg

But when the price reaches 19c to
21c, the international stockpile will
“be used to wmmv Em ‘price from ris-
“ing.

It is generally felt- Smﬁ it will take
some stime before thé-new agree-
ment achieves stable E.Emm of 11 to
21 cents. ’




THEY play it again and

.again, the same old story. It

seems the gods in Preforia

who decide the hereafter for

the sugar mdustr{ have
e

again decided to let the
Price Stabilisation Fund
i run down before increasing
‘ ' the domestic price of sugar.

With the election, it is not
likely that the Minister of
‘Economlc Affajrs will an-
nounce a price inerease in
the foreseeable future — the
'last increase was 34% and
‘came -into effect last
November — although the
local price is R40-R50 a ton
below the R220-R230 cost of
productlon

There is no question that
the sugar industry is feeling
the pinch. The effect on con-
sumption of the last price in-
crease was dramatic. In re-
cent years, sugar consump-

tion has grown at a high 6-7%
a year — it is anticipated
that consumption should
grow with the population,
around 3% a year.

This year the indust
rot expecting any growth at
all and in fact some forecast
a fall in consumption for the
ear as a result of the
ovember price hike and ob-
viously any price increase

would aggravate the position.

further.

The sugar producer’s
groblem is not particular to
outh Africa, Worldwide
there is a 4-m ton sugar sur-
plus and while the local in-

dustry is at present dis os- "

ing of most of its 2,1-m
produced, a price hike mi ht
well change the s:tuatmn

While thie need for a price

.riseis seen as- crmcal by the

caman s

VAR,

sugar producers there wil}
still be R15-m left in the
Price Stabilisation Fund at
the end of the season.

In spite of this the industry
is worried — it would prefer
to see smaller increases
more freguently - for when
the fung rung dry, the
authorities will have no
alternative but to increase
the price,

The longer they delay, the
iar er must be the price rise

e industry has seen it all
efore

@Japan, South Africa’s
largest sugar customer, is

vigorously engaged in trymg
to wriggle out of its long-

" term contracts to buy sugar

from Australia.
South-Africa’s sugar rela-
tions with Japan, however,

remain sweet. The' reason‘?

N
———y

oughout dy

;‘Af‘}?gas :;lf fsupplyl;g ‘Japan
fthh hisugatat-a:pricéwhich
fiot?. far: off

ed: Just under’ 880000
ofgsd’gan»and Wasian
4 pqvquo;a.of

S u }.,:

875 000 tons this year. When - |-
agreement on the quotas for
all countries was reached
late on Friday, South Africa
was told we had been alloted
743 750 tons, a cut of 15%.

The International Sugar
agreement is expected to
last from January next year
for five years, and it is hoped
that increased prices next
year will more than compen-
gate for the decreased quota. -

There are short-term
fears over the likelihood of
the heavy supply of sugar be-
ing dumped onto-the inter-
national market during the
remaining three months
before the agreement
becomes effective. This
would obviously affect
prices until well into the new
. year.

South Africa has a: long-term \
;;agreement« with \Japan.: o
dupplyﬁ "cprtam quantity of y
leilgal’“‘
‘atiar

e, ictirrent !
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Financial Reporter

_ Afrlcas export sugar
as‘been cut from more

0l to .
iflohaliagréement redched: i‘n
ﬁ»lgver Yhe weekend.

RAncreases; ‘the prospects ofa
. Sugdr .priée”. increase .in
t-Aftica’ next yedr, =

4°15 ‘because the domestic
price has been subs:dlsed
onally by exports:

i Brokers C Czarmkow

~:-*—*a!nd “the ‘new five:year agree;
#rint is an attempt to prop § the
" -dyrcerin the face of this’ glut :

gotiators from more than
q‘ cotntries approved the text of
¢ “new, agreement tobring
: d sugar\isupplies into lire .
{SAtH: demand, and to raise the

fessed  frée market pnce
sReutei- Ce !,,“5
Fﬁﬁ {e‘ ﬁve-year ‘accord will <

into effect on Janugry, 13:
pt, vided it has been signed hy
t'time by a majority of major’
1glga\r exporting and importing
. It was completed after
“’ weeks of tough bargaining
ol ich several times appeared
‘fkar breakdown. It -was ap-
proved at a final plenary session
-6’ United Nations conference.
ik '{I‘he paét fixesa minimum and
naximum price range of 11 to 21
Anited States cents a 1b — com-
“pared with the present un-
ééonomlcal free market price of

‘_-;"}.\‘r v-'-wr:f: .
3 .

()

r,

e -
“'"“It aims to keep the price’
Ei.thln this bracket by
x‘egulatmg market supplies
‘through a system of export
3 Juotas and reserve stocks,
f‘"Quotas limiting ‘the amount,
«exporters may deliver to  the
‘fharket will be enforced when
- the price is at 14¢ or below, but:

" J¥ill be lifted when it rises to
; i8¢, says: the conference
"'éﬂ irman, Mr Ernest Jones-
o rLRAITY

I the prlce continues to c11mb .

the teserve stocks, totalling *

~%500 000 tons, will be released

(4

lrop for

' #Iruéform Clothing will .ot be |
- - maintaiiied in the current year,
! v‘“',although the company is well

ate ‘it at 5:miilion tons.— i

= agreement are:

o |- 150, ;Guyana lg

laced to take advantage of ‘an

Thhnnarnda e

O

o

e i e e o & et

to the market to curb the trend
in three equal amounts at 19¢, /
20c and 2le. -

Exporters will build up the
reserve stocks from excess sup-

" plies, and the cost of holding the

-stocks will be financed by a levy
.on shipments moving through
international trade.

Mr -Jones-Parry, executive
director of the International
Sugar Organisation, which will

. administer the accord, said-he
)was ‘confident the pact -would
"' receive the necessary humber of

Slgnatures fo bring it into effect,
1t has {o be signed by govern-

- ments holdmg 55% of the votes:

of exporting mémber countries
and 65% of the votes of im-
porting countries. Yotes are
weighted according to a
country’s production, exports
and imports. |

M Jones-Parry said the nine-
natton Buropean Economic
Commnmty, the world’s largest
sugar producer, would not be &
.meniber -of the agreement im-
-meédiately, but was expected to
“begin negotiations_ early next
year-with a view tojoining,

At the negotlatmg conference
the commumty at first opposed
an export quota system, but
fater modified this stance, Mr
- Jones-Parry said there had feen
no time left to conélude a pact
with the EEC as a member.

The disagreements over the
amount by which individual
producers should cut their ex-
ports in the first two years of
ihe agreementi were i solved
through a compromise hetween
Cuba, Brazil and Australia that
most producers will accept a
17,5%.cut in their export quotas
for the first two years. -

But those depending-on the
free market to absorb more
than 60% of their total output
will eut theJ.r quotas by 15%.
Australia, ‘ the , Dominican
Republic and Thailand are ‘in
this category. . -

.. Individnal basic export ton-
‘nages, in thousands of tones,
raw valne, allocated under the

- -Cuba- 2500, ; Australia 2 350,
Brazil ‘2 3507 Phxllppmes 1 400,
Thailand 1 2090, Dormmcan
Republic 1 100, South Africa87s,
India 825, Peru 350,‘Guatemala
300, Poland 300, Maurltlus 175,
Czechoslovakla 175, eArgentma
I*Salvador
15;5 Jamaica 13 i‘hcaragua 123,
"FijL 125 Swazﬂand 105, Costa
Rica - 105, Mozambique 10,
. Panaima 90 Bolivia 90 -Tmmdad
and Tobago - 88, Ecuador 80,
Austria 80, Colombla 5B and
Mexico 75.
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.prlc. rise

S . Agrlcultural Correspondent

THE SOUTHs ‘African Sugar Assoctauon would like to see the local pnce of
sugar ralsed by between R40 and R50 a ton.

manager 'of :the, association,
ald in Durban yesterday a
price; increase of:R50 a ton. '
iwould add"5¢ o.the‘cost of a
ILkllo of sugar -

,.um, .

Mr. Peter Sale, general . ’

s \I-Ie sa1d the South Afncan )
sugarwprgce Ihad ‘béen sib--: 4
i | B4 s1d1sed by:R250- million’over ™
Al .the; past five| years\*by the.r
; ove;seas pnce. However, the:.
“iprice’ stablhsatlo “fund :was |

el

exhausted and thelocal pnc'e’
. could™ o 0! longer. e"sub

charlty,; all:-we want Is: ‘o be..
- gble 'togell sugar,”on- the:
*Jocal; market; a atsi j
productlon. IR

but 1o mdlcatmn could be
‘.whether orotan;
Id°be, granted, %

P 's

sperately‘ trymg to' curb ns "

ﬁanon and w:th"'a general

eiecuon Just a{gund the cor-
ner.ntl_l is <. any ,q,dy guyess’

/| inwikiat Wil happen:® ‘1 )

; Internatmnal Sugat!' Agree‘.-,-
= ment!recently concludedi i,
Geneva wnll. me?n .smaller’’

owitl pro’bably:
have, l{mlt thi ‘r sug ‘crop
. ,next year

':".l-‘_
‘O3
g
:'..
(‘-)
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4';-sugar_production will be cut
"I mext: yéar, says the gemeral
¢ manager of the Sugar Associa-

7t tion, MP Peter Sale. -
s Commenting on the new Inter-
national Sugar Agreement on-
. %,y der which South Africa has been
- .1 allocated ah export qiota lower
1.3 -than historical performance, he
vz sald that in anticipation of an
-+ agreement being reached, the
+rz indusiry hed run down its stocks
24 ad. .would “start next season
" with an- effectively nil position
© =100.000 tons on average in

‘e, Previoys years,

&3 -, However the new agreement
- meant South Afrffan production

- SR

2

years of the agreement.’

Exports wonld not be able to
subsidise the domestic market
as it the .past. The domestic
market had been subsidised by
R250-millier in the past five
years, he said. .

Mr Sale said this should lead
to a further price inerease on
the South African market, but
he declined to comment on
when this could be introduced.

The domestic selling price at
R185 a ton was R40 to R50 a ton
below production cast. The in-
dustry had been making
representations in this regard
*‘for; some time”. -

e o R s i
IT IS unlikely that South African .. woukdiibe lower over the five

1 - T

N I AR S
He said’that in an attemipt
contain price inereases, the
price stabilisation fund had
been run down, It reached R94-
million a couple of years ago.
Indications were that it would
decline to about R1(-million by
the end of the current season in
April — “and this will, of
course, he completely swal-
lowed up next seasom without
any local price rise”.

Mr Sale was unable to say
whether. another price increase
would, lead to a further slow-
down in consumption, estimated
at about 1070 000 tons for the
current season, against 1 450 000
tons in 1976/77.

o He wwE this negative 8% rate

compared with a growth rate of
2% the previous year, and 7% in
years before. Growth, if any,
could only be slight in the new
season, he said. - -

For the five years during
which the new agreement would
rue, much would depend on ex-
port prices, If the agreement
succeeded in bringing these up
quickly, *“*we have & different
ball game and can again look at
whether exports should sub-
sidise the local market”,

It had not yet been decided
how to allocateexports. under
the new export giota — 680 000
tods for the first two years of

the agreement, SR
He was unable to give any in-
dication of how the respective
shares of overseas markets
could be affected. ws -
Japan is the major buyer of
South African raws, taking 400
000 tons annually. Other‘major
buyers “include Canada. with
about 250 000 tons and the
United States whose - dfftake
varies between 60 008 tons and
100080 tons.a year, << -
Mr Sale said exports for the [}
current season would he akout a:
mitlien tons, ‘slightly-higher
than the previocus-year; from-
production_of*2 100°000 tons. —
Reutér.” ‘Seoe.. > o0 - b

e yo—
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‘i }}DUSEW'IVES, whose budgets have:- with 2 massive world surplus and the B
W been savagely depleted by seemingly 't_:@hsequer}_l low prices export earn- i
4 never-ending increases-in food prices. “jngs can no longer bridge .the gap: §
Crill not have much, sympathy with ~Because sugar has been so cheap §f
“he South African Sugar-Association - horite consumption has risen to@boul
i, its_ appeal for'a 5 cents 2 kilogram 1.5 million tons & yeal. or some 57
Jise m the pricé of local sugar.: .. percent of total production:

. .- But before seaching, for.the rolling, - 1t e nof fist ARat b industry”
1. pins ot feeding their indignation with ' 'need'siz Faﬁ. Sriﬁ: :oapay iets 1\,\,;;8 ?1
‘memorics of the cheese and BUMST these hard Gmes it should “also be’ |

‘shambles  they- should,, i fairness. | remembered. that the jobs of o - |
{lreflect that they. -have had cheap han 100 000 of our less fortunate g
4. sugar only because a highly efficient  piacks depend on " the. industry's " §

' industry, has, through.its stabilisation  yiability L o
% fund. been able to subsidise the local - .

% price to 1he tune of R250 million over There is more sense {0 sharing the |

tg the past fwe years. N . exira burden than adding to the ever: -
' g% . That"fund is now exhausied, and. ‘;growmg pool of unemployed. N
'_I:. ) ; ' . ‘|" ’ p o ' Lo ]

B i g b g KA R i Ao iy Ay e W -v‘-‘, . i3 .
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.bilisation fund was now ex: Sapa.

'EDURBAN — The South hausted and the export

African Sugar Assoclatlon price could no longer sub—
would like to see'the local sidise the flocal price.”
price f “sugar - ‘rajsed by . *We are not looking for

‘ , between R40 and” R50 2" .charity. All we want is to’

" {' be able to sell sugar on -
Mr Peter -Sale, 'reneral ‘the local market at its post
manager of the Sugar As-  of production.”

:soeiation;" said « inDurban’ | o *M¥. Sale said the Govern-'
.-_vesterdayx ‘that a-price -in: “*ment’ was desperately Al

‘erease of betwee;n R40 and ing to curb inflation, and
AR50 a ton wouldiadd 4ec to with a 'General Electmn

,5c fo the cost of 1 kg _of just around the orper,

sugar. <O Mt anybodys guess wha+
He sald the South Afn- will -happen.” '

‘can: local sugar prlce had Mr Sale sdid the lﬂ.t&l’.‘-

been subsidised  to the national sugar agreement
tune of B250-million over recently concluded in-Ge-
the past five years by the . neva will mean smaller”in-
overseas ‘price. - i s, ternational _-quotag, nr-for

However, the price sta- South African exDOI‘tS 3,":;',

.._‘3

[y
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SUGAR SHARES

Sugar shares reacted with great relief to
the ingenious international agreement
that was finally hammered out in
Geneva, The promise of stability being
restored to the industry is the most wel-
come aspect for investors, for, if the
aprcement had broken down with no end
in sight to the burdensome surpluses
which overhang the world market, share
prices would have cracked.

Pitching the floor price at US 1lc/ib,
or £155 (R237)/t, will undoubtedly pro-
vide an adequate return for focal ndustry
exports once that price is achieved. But
the road ahcad is still strewn with pitfals.

The two vital factors for the local
industry are how long it will take the
self-imposed quota system to climinate
the overhang and allow world prices to
move up from the current price of £100.
And, if and when povernment will sanc-
t1oa an increasc in the local price, now
R 185, to bring it 1nto line with the cost of
production (about R230).

There are several factors miligating
against any quick price reaction. First,
there’s the present excessive stock posi-
tion. Then there is the possibility of
excess supplies being delivered in the
remainder of this year hefore the quota
system comes into force in January.
Producers, such as Brazil, who face
severe cutbacks in their quotas, might be
icmpted to Mmove abnormal quantities to
ease the anticipated burden on their
storage facilitics. Importers could then
have fulfiled ther demand well into
1978, Small producers, such as Rhodesia
and Tawan, which are not signatories to
the agreement, could continue to supply
at a discount, though this will probably
only have a minor irntant effect.

For SA. the timing of the recovery is
gong to be crucial. The current crop s
a0 problem. Virtually the entire exporst
crop was sold forward when the price ran
up to £150 mid year and §A wili go into
the agreement with no stockpile. Also,
the halance of the stabilisation fund will
be sufficient to subsidise the local price
through to February. But by then the
cupboard will be bare.

SA would normally start selling the
next crop forward in about March, by
which time it is unlikely that the worid
price would have firmed to the £150 level
which SA needs lo average on its
exports. The longer it will be able to hold
off seliing, the better, but 1 can see some
anxious momen s in the carly part of next
year, with eyes glued to the world price.

The other essential requirement is for a
R 50 or so increasc in the domestic price.
There seems little way out of this painful

Financial Mjail Oct(:her'14 1977
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NO RECOVERY YET

“sugar price
{monthly average) :

1976 7 38 177

. A

decision for government. The stabhilisa-
tion fund has already been dissipated in
subsidising the local consumer and
government is morally bound to resiore a
fair domestic price. No deciston on this
matter 18 Iikely 1o be released before the
November 30 election, nor implemented
before the New Year.

Industry profits for the current year
should hold up well, but the distribution
of.proceeds between the listed companies
could be distorted by cxcessive cuttings
in the current season. Faced with the
prospect of scif-imposed production cut-
backs for the new season, growers will
cut as much as they can this season to
establish production peaks.

..I'i"‘\m’b“;’.t’;:; Y
A COLEE et
o 'y:':’ "‘5‘5‘-"‘.,',{-?)7\

This year’s crop, aided by exception-
ally favourable weather, is likely to be
about 2,15 Mt but should fall back to
below 1.9 Mt for the following season.

* This will lessen the surplus which has to

be stockpiled under the terms of the new
agreement,

While the longer-terh prospects for
the industry have now firmed up, in the
immediate and medium term they are still
very cloudy. Millers and growers will still
be subject to fixed allowable returns on
capital and there is unlikely to be any
easing of the requirement to absorb 20%
of cost increases. So the industry remains
locked into an ever dechning return on
capital. And there is nothing in reserve
should the inevitable drought descend
within the next couple of years.

C G Sugar is currently yielding 12,3%
on a thinly covered dividend so is, to a
certain extent, discounting the immediate
prospects. Huletts is yielding 14%,
reflecting anticipation of a small cut in
the payout and uncertainty about the
Rhodesian sugar operation which is hav.
ing trouble disposing of production.
While these yields make it difficult to
recommend selling, especially with the
scarcity of good tradeable high yielding
equities, prospective buyers should hold
off until the world price is seen to be
responding to restraints on suppiy.

Richard Stuart
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Ernie Morrisen, general manager of
the South African Cane Growery'
Association did some crystal-gazing at
this week’s NDMF Business Outlook
Conference in Durban.

“1 can clearly see the profits of the
quoted sugar companies being more or
less maintained during the current sea-
son when their financial statements
appear during the first half of 1978,”
he told delegates.

“Thereafter everything is clouded
and misted over ... However, | can see
hazards ahead written next to the
1978/79 and 1979/80 seasons, starting
in May 1978, and indications that
profits will be exposed to an unusually
high degree of risk for the financial sta-
tements which will appear in the first
half of 1979 and §980.”

Looking to next season Morrison
suggested: “Based on a crop in the
region of 2,1 Mt, total costs will be in
the vicinity of R410m. Price controlled
returns on capital to growers, millers
and refiners will require a further
Ro64m.

“Against this, the local market at
present prices, and the export market
at £100/t, will yield total proceeds
which, together with molasses sales,
will provide something like R360m.
This would leave a staggering defi-
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ciency in procceds of R110m,” the,
Price Stabilisation Fund being/
exhausted at the end of the current sea- :
son.

To meet the situation he listed the |
alternatives. 1f the 1SO agreement
brought the price up to the lower limit !
of £150/t, local industry would have to ¢
limit production to 1,9 Mt. This would
reduce costs to R395m leaving a short- ¢
fall of R60m which could be covered |
by domestic price increases. i

If the government does not allow the ;
domestic price to rise sufficiently to |
cover the shortfall, “The main effect )
will be to depress industnal profits ra- §
ther than to have much effect on costs )
and expenditure by the industry™. -}

He warned that, “‘to the extent that |
profits may be curtailed, I suggest
there will be a pinch felt by firms ser-
vicing the sugar industry in the direc-
tion of capital expenditure.

“Existing mills have spent about
R90m in the last few years on moder-
nisation, on increasing their capacities
to accommodate the larger crops, on
avoiding poliution, on improving their
recovery of sugar. I suggest that some
of this capital expenditure may be cur-
tailed in future, depending on the
degree of financial stringency the
industry is called-upon to face.”
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* who has just returned o Natal after-acting s, one

. been.{ixed. From 1972 to.

" ‘Yepulating world -supply and |

- Mr. Lloyd said that as @

' wide fluctuations which' had

 these factors had caused an.

eading to 2@ collapse, i |.

- “I\quota of 875 000 tonshad

.“su'gar.f Ly .
|*. South, Africa fwas " for- .

|, reserve and addi}igshal stocks

: ﬁus*ﬂm cenms o
UCCeSS )y

~ . ittt g‘flfOIW
R Agricultural Correspondent
THE International Sugar ‘Conference in. Geneva
Wi a success, according to Mr. Anson Lioyd,
chairman of the South African’ Sugar Association,

of South Africa’s delegates ag*:»tha Gékneva}-ttalks.‘ .

‘M. Lloyd said the result’ M- -
of .the 10-week conference
was a success’ becduse - 4 .

workable agreenient had,

1977 there had been no €
“fective agreement for

demand for sugar.

result,~prices had not: been
stable and there had been

encouraged many producing .
_countries to undertake large-

scale expansion. ‘
;.sThe combination of

-excess ol requirements,

prices diring the past 18,
months.” L .

. Thenew agreement called

for* heavy sacrifices in
“production by producers un-'
til stocks, were absorbed and

the price raised 10 economic
< levels., Co L
Full support A

“The agreement had the
full support of the three ma-
jor imperting countries, the
United States. Japan and
Canada. A
.~ As far as South ; Africa
was. concerned, a jbasic

been secured but! this was
subject to a citt of 17 Y2 per-
ceht in the first year, should
this prové necessary. 1he .
agreement, howeygr: allow
exporting  countries , to . ©s
Jablish ‘re_serve' ‘stocks  of
- "’ '!\}H' 4

(unaig. in, having  the DUtk
sugar terminal in/ whichall

Lcould be held: Thes
of 'the terminal 457520000
ot a e

S ———
,'Ar'hﬂ, e ks A

hecapacity
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TWO major sugar
millers have withdrawn
their Appellate Division
appeals ‘over an issue
which they claim has
cost them about R3
million in lost earnings.

Tllovo Sugar Estates
and = Umfolozi Co-
operative have backed
down on their appeals
against a DPurban
Supreme Court judg-
ment; handed down in
June, which rejected
their claims that the
sharing system of the
ecane transport  costs
pool had deprived them
of their rightful share of
the poal.

The amount at stake
in the action was R13

million which the two’

said  had been wrongly
distributed in the 1975-
76 season;-and this has
been boosted to R3

million, they say, due 1o -

losses in the two subse-
guent seasons.

NI

Sugar

~} It

ers

withdraw® v~
from loss of
earnings appeal

By ALAN PEAT

While the Co-
operaiive claims to be
the bigger loser with
seasonal losses of about
R1 mijilion, Illove es-
timated that their loss
over the three seasons up
to the end of 197778
would be R741 000.

A leading stockbroker
grovp vreported in a
sugar Teview that the
amount at stake-in the
trial action dfmounted to
11 cents a share of jpre-
tax profits for Ilovo.
This amount at the end

of the 197778 season
would have been boosted
to 14 cents a share.

Frank Jones, chair-
man of C. G- Smith
Sugar, which recently
took over Ilovo, and
which was one of the 15
defendants in the triai,
said that the Illovo ap-
peal had  Dbech
withdrawn ‘“because cir-
cumstances hhve now
changed”. N

A major reason, he
said, was that new legal
opinion had indicated

‘2.3’ hl")’) that the court decision

was ‘“unlikely to be
reversed.”

He added that with
Tllovo’s changeover from
rail to road fransport,
the amount of transport
costs, and the subse-
quent claimed loss in
the transport ©pool
shareout, had fallen coz-
siderablv since the 1975-
76 season.

Meanwhile, Umfolozi
managing director Peter
Andrew, said: “While
we are not continuing
with the appesl, we
reserve the right t~ start
the proceedings afresh
if we ecannot get an
amiecable out-of-court
settlement.”

The original judgment
allowed for the plain-
tiffs to open fresh pro-
ceedings regardless of
the result of the present

case, aceording to
Andrew,

He added .- that
Umfolozi  intends ; to

raise the maiter again at
the level of the- South
African Sugar Millers
Association.
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. RUMOURS that a massive hike in the local

.

Agricultural Correspondent

price of sugar was coming some time this
gfaek swept through the retail trade yester-
Quoting what he described as “normally
reliable sources,” Mr. Alan Gardiner, head
df the Pick °n Pay supermarket. chain in
Natal, telephoned the Mercury from Cape

would probably be increased by as much as
26 percent before the end of the week.

However, Mr. Anson Lloyd, chairman of

the South African Sugar Association, which

- controls sugar production and marketing in

‘the Republic, said he knew nothing about the
2~ e

"Town.to say that the local price of sugar

IF REPORT IS TRUEY

rumour and dented any knowledge of the iHv

minent price hike.
Mr. Lloyd said the Sugar Association had
not had any discussions recently with the
Government about a price, increase for
sugar, - o
Siie his recent return from the Geneva '
sugar conference he had not even seen the
Minister *of. Economic Affairs about an in-
crease, °y
MpLIoyd said Government officials were
all “t50 busy with the forthcoming election.”
Told of Mr. Lioyd's denial, Mr. Gardiner
said he had sufficient faith in the rumour to
have bought “large stocks of sugar”® just in
case the rumour turned out to be correct.
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¢ gy Jeremy:Woods
'THE South African Federa- .
‘tion’.of "Mineral. Water
Manufacturers’ Assotias.
Atioris, the- largest ,buyers-',pf
domestic: sugar in .the
country, . hit_ out’ this week
against a. proposed sugar.
price increase that - would
push the price of sugar up by
94 per.cent in 12-months and
cost the soft drinks industry
.another R3,5-million in'éxfra .
, production costs. . :

- Mr T.J. Cook;, ¢

hairman of .
‘the association- said “this«
‘week; .“The* local sugar

‘price. has already beensifi=

‘creased by T2, per cent and;,
aceording. to’spokesthen: for- '
"the South’ African’ SugariAs:,
“sociation, thi§ huge increase
“could be g¥tended by’
‘another 20, pericent.” "+
. Mr. Qook,ffwgs_-{reactipg“to"‘
‘recent ;statepriénts . by ~the ;
Sggzip;,;:;ASsé,’ci@i{én that. it

" was pushingifor a price in-
nt

‘creaie. of. ahout:20 per ce
e R LT
 for.domestic-sugar. -
. < Afurtherincreasen

o

. R40’5; ton; hased omithe. dn-,
" dustiy’s annial consutiiption .
' -of 88:000.tons’of sugar, would -
\ result “iri; additional produc- .
tionicosts to the industry of
toximately,"R3,5:"

N ki ‘made; the. point '
that the imineraliyatersin:
itei controlled.

_and, because .0 :
. downwardgtrend iniifsipre, .
: sent:salessvolume, heigoilld

\‘notlike to-see a price in-!

[-crease being forced... ,  ;
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LONDON — The, rush: to

beat the new Internation-
- al Sugar Agreement’s ;ex-
¢+ port quotas could backire,

LAB 2

LAB 2

't on producers next éar,
’ warns G -Czarnikow Ltd,’
London's leading sugar
traders.- .
 Crarnikow . estiniates
that an extra 900000 tons
of sugar has been sold —
 driying the world price
. ‘down to £82 2 ton — by
prodieers trying to clear
ortreduce  stocks before
. the mew International Su-
gdr "Agteement comes into
force on January 1.
“While the’ 1978 supply-
demand position, with the

DATILY L.OG SHEET

LAB 1

“mazimum ~ basic -export
quotas cut of 17,5 percent
in, operation, indicates a
., sutplus of only 100 000
© ' tons; the “market surplus”

could be im fons’ becaiise

" of accelerated shipments.

. STOCKPILING .

H

FACULTY OF ARTS

LAB 1

ffhese shipments; ac-
cording 16 Crarnikow's .
latest newsletter;’ - mean
thatr, “importing i coun ries
_arexin many cases - estab-
liéhingy stocks, thus: redu-

LANGUAGE LABCRATORIES

Language taught

Lecturer in charge

of students

No.

Department or Faculty

from
to

Time:

Total time - Hours, Minutes

Faulty machinery

Control unit No.

Cassette machine No.

=r cing'the supplies hey will
* , méed to import next-year.”
. WThis. cannot- be, hearten-
T ingkto - those Who; ¢ hope-
- tHat the Infernatiohal’ Su*
| girtgreement: will'bring:
.abont 2’ rapid pricéiirans:
“tofhation, i
;- Bk Crarnikow says,that,

" just:as; high prices’ proved

o ee pie b

. three: years ag0,
buprices ! might !
perease ™ i démand; —

)

i, | ‘.fzﬁ:épm;gl iprove ‘2 greater . dis-
& Heitigentive
: s’

F o I I LR
" ¢Thier Crarnikowouls
also*pointsIup. antatic
v in; estimates . f0r 3
i’ sidn, beet Cropit, i
' /Fs0. Licht, the Germ

.
’;

" .an unexpected’ detgnent"
to consumption gjf-;;ftsulgar
Tow .

lead jto am
hile "Tow farkety prices:

- 10~ - producers.
cufrently- *envi

Thank you.
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Molecular Biology Building, UCT.

Signature (Tech. Manager):

Remarks {Technical Manager):

an’ ¢

-»I'statisticlans, now; estimate .,

:".#he « Russian: crop 114te9,3Mm3E

v 1g4ms,. 1p200 000 fonis 0
their 1ast:forécast; made 1
- .'-| :S. ' R
4 i lagty weels!
o sien” by~ Bussia Tthat:'th

., wheat.crop - will, fall.-19m,
| & “tons short+ of 7targét, ~and:
iweather -

| % copplaints “about;
“eonditions: has . proveke

eptember. .5t g3

¥V

d”:

" gpecilation raboutythe: st &

LN
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I
'{3 . gar, cro
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© which is-:6ften «an indi¢
. tion that:all is po.t"-,well';’.’,
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% (Grain“and. beet” oveérlap -
- iﬂ,’;,somézs‘areziis,'f:an;l;ff*sa}'is
N CzarnikoW’;.}'iprogress;) Lryes
. ports:..og ¢ thei: beet: -CYOD," :
“have ceased to' circlate;.

e

itiri’s”

W ¥aged profit-for . the’ six;
- months. :ended “September -,

“o 30" was R373 000 higher at

s i, represerntsan eps’ |
i": of. 31,7¢ against the previ- |
The

[
e

. ous...period’s ~ 28,7¢.:

l
i.‘ © R24m v on - turnoyer..wo

.+ ' R38;03m*(R31,55m)':

"
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- ’By NEIL BEHRMANN
LONDON. — The London daily
sugar price slumped to £88
,yes;‘érday, the lowest sgince
.December, 1972.

‘Analysts at sugar dealers C
Czarnikow said several
producers had been selling sur-
plus stocks ahead of the Inter-

S
in sugar

Rush to_sell ;.

b
’

o

lum
.25

been much lower had there been
no agreement. .
“The problem for the market
and for InternationalBugar
Agreement participants is that
there was an accumulating sur-
plus building up in spite of and in
part because of the sugar
agreement,” says the firm.

national Sugar Agreement
which takes effect from
‘January, . v
- "Peru, for idstance, sold,28 ono+
tong to New York tradets at an*
equivalent price of £85 a ton. *
There have also begh reports
that South Afriea is’exporting
more sugar to Japan and other
buyers. Australia’and the
Dominican Republic have step-
‘ped up sales, ..
" President Carter is die to
" make a .decision on-whether to .
limit . sugar imports or raise -
tariffs. ' -
.Dealers report a rush of
.foreign sugar shipments to
warehouses in an attempt to
peat United States import
restrictions. . (< .
Analysts believe that the new
International Sugar Agreement
will begin to stabiligeithe sugar
market from the second half of.
next year. Undér the agree-
ment, producing nations’ will
have export quotas. Because the
quétas- are lower :than the
amount of sugar available for
export,producers are selling in
a hurry. | o
But analysts say that nations
buying sugar at'low prices will
have surplus inventories next
yéar. '

o Sp at ‘least for the first six
“mgnths fhey ‘will hardly be anx-
|i+igus to buy the commodity.

:0\ Czarnikow analysts

‘calculate that by accelerating |

.deliveries this year, the in-
dicated market surplus in 1978
| < even with the agreement’s
' giiota cuts — will be a million’
“tong, e
""" Kecording. to sugar statisti-
cian’ F O Licht, another 4
miljion tons will be’added to

world " stocks .this year. The

-stock could be 30-million tons by
rthe‘ end of August, 1978,

¥

o ecrdiig to brokers ED & F

““Man, sughr prices would have
“ H
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JUDICIOUS buymg of
forward ocover in sterl-
ing bhas this year again
, saved the South African
! tsugar, industry millions
. of rands in its export
programme,; says Sugar
Association general
manager Peter Sale,

“The lowest price we
, have, had to accept for
the 1,3 million tons of
sugar we are to export
in calendar year 1977
was £982 (about R138) a
ton, And this was only
for one small shipment.
Almost all the rest has
been hedged by forward
cover at between £130
and £140 (R195-8220) a
fon,” he said,

This is far above the
eurrent XLondon Ter.
minal price which on

Friday stood at £85
(R127) a tom, - -
This is the seoond

year running that the
1 Sugar Association has
J ~benefited from the use
of forward cover for its
exports. In 1076 ahout

< Tees

R8 mrillion was made on
currency dealings.

But, says Sale, this
year's veturns on the ex-
port amount is lower, so
the profit from hedging
will also be down. This
is despife a rise in ex-
port  tonnages from
1976’s 822000 fons to
this years 1 319 000 tons,

However, Sale says,
covering in sterling at
present is not a goed
bet, The pound has not
peaked yet, and until it
does the Association wil
not cover forwar
against the pound,’ .

More good news is

Fmance Reporter’/ l%i lll 7

TR ,m“w- Vo T W

that the South African
industry will sfart the
year with a nil balance
of sugar stocks on hand.
This in effect means
that the country’s stock
holding requirement
will come out of next
year's crops, which are
expected to yield about
2,1 million tons, There
will be no surplus from
present holdings tp add
to any possible surplus
next year.

According to Sale,
domestic market off-
take, and the 780 000 ton

‘Interhational Sugar
Agreement quota shotild

T T g S TSt =
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" aceount for about 1.9 to

1,95 million tons of this
expected yield, and will
mean cut-backs in pro-
duction of only about 10
percent.

“That,” he says, “is
not too serious, - faet,
if weather” conditions
are bad next- year, we
might need no. cut at
all.”

The healthy mtuaﬁion
of South Africa not hav-
ing a year end surplus,
and not having fo.com-
pete in the last-minute
rush to dump excess
stocks, means, thaty the
local indusffy {5~ bétter
placed than many others
with massive surpluses.

“This has minimised
the effects of 'thé quota
restrictions on the
growers and millers,”
Sale says.

On the debit side, the
industry is still pressing
for a domestic increase.
‘This is not expected till
the new year, “But we
must have one,? says
Sale,
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; WHILE 'the - Loqdogl _sugats/
| prige- - recovered, _yésterday:

M 12

' Lf‘.m ‘third .estimate, of Buro: . :

1}

TiS

[

i

Eiad = produdtion from F.O. |

i“I:’.g(:ht"sh' wed'that it Was up -,
- half, a millioh tons 1o . 0,156

" million-tons. This compares .

The best way you can prepare for|*
read as many_imagingt:}ve works by Afr.':-g. SN0 s at 9.3 iillion -
range of African writing published in| "{5p

Series.

of titles.

Especially recommended are the £4"

Three bockshops - Keegan's ":-;"éfeése:"Bu't‘,Licht';.say‘_th“fY.‘
(Church Square, Cape Town) and Struiky-

Chinua Achebe:

Ngugi wa Thongo!
(James Ngugi)

Sembene Ousmane:

Can Themba:

" with 26,734 illiont tons for-’
_the 19767 season. Y ..

ing the vacation is to
a. This is a wide
nann African Writers

s Academy Bookshop
wn) carry a wide range

" Russia, . with’ an extra”

" tons, “carriés the- biggest -

+ N . - 13 n

-have * little, information ©
' ‘\}vhich’ to. base their-Russian
" estimate, 0L U

.,_.":‘-: N ,IJ\"“ . .‘",'.'.,-" o -“t'h‘ét )
-1’ “Reéports have come inthat .
. Risssia is/buying grain. and *

e TSN . o .
. [ iith. half ithe 'season ‘still €0
Thln s R gét'the !:lesﬁn‘!'ate ‘;I‘c.oul ’b-c‘,,} .
.7 vevised.downwards ‘“-h"F‘."_“‘s'-:: .

R
i

A

ugoslayia: whi

chwould
¢ taken sugar from Cuba~
“his: had & full crop and will
! not. ant any, imports. This..

Weep not |." will ‘put a-strain ‘on. Cuba

; . which . fought " foi @ large
Grain 0? “'!q‘t:l:l:'?té\':‘f:un%er- the: -Inter-
Homecomiln} natic

* national_Sugar Agreément. |
Gy :

(Ngugi is |

Udtest figures: from | 5t)
“iAmerica ' show: éhatl :ﬁo&&

! s ok - iAfrica:-exported ]
M ‘in Jandary to June com-

. fonk ith. about: half that
: i ! - Han, Ll
(a Fadlca%,;Egﬁg#gﬁﬂlhhmapaﬁﬂﬁnf‘)n the Senegal
railway if. 676" i e

ot 2
The Will ¥8~DTe

(Stories and essays about township life in
Johannesburg during the 1950's)

All the above are available in the Heinemann African Writers Series.

Ulli Beier and

The works of Nat Nakasa (Bavan Press)

(A collection of essays and sketches by a young
black South African journalist of the 1960's)

Modern Poetry from Africa

Gérald Moore(eds)(A good anthology of African poetry)

AFRICAN HISTORY 11

A fairly wide knowledge of recent African literature is an invaluable quali-

fication for anyone embarking on African History IIL,

1f you are already familiar

with the works recommended for African History I, you should ask for the more
detailed reading list available in the Secretary's Office, Department of History.

During the course you will be required to produce six pieces of work.
these pieces must be based on original research.

One of
Copies of some of the original

research done in 1977 are available in Special Collections, Jagger Library.
C., Armstrongt

J. Brink:
G. Black:
N. Monro:
P, Moore:

History of Mowbray

History of Ostrich Farming in the Karroo
History of Camps Bay

The Imam Haron

The Phoenix Iron Foundry

If you would like to start work on a research project during the vacation,
please contact either Mr., Robin Hallett or Dr. Christopher Saunders.

1977/78
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The inportant deducfion to Pe drawn

increased its percentage share of the local from Huley?

industry, until last year it accounted for the SA sugar

-36,3% of industry production. But this ing better than ex

{n;en’m Statement is that
division looks like produc-
pected profits in the

Was expected to be the peak, thus making current year. Huletts hag steadily

it impossible to maintain its percentage..
Total industry production is still not THEW oYL
finalised, as increased cuttings ahead of
the International Sugar Agreement quota PTBqQTIRS
restrictions and individual efforts to
establish production peaks, will push up PTBGT289
this year’s total. But Huletts’ itterim,
which contains half its estimated smgare AnOABD
prOﬁt, 18 Un‘lkel}f to be mateﬁﬂuy aff@cted 't-’lgw aqm
by any change in the total production '
estimate, T8 A1RIT
Ignoring Rhodesia, after tax income
was virtually unchanged at R5,85m. An I5TY By
increase of about R235000 in the et
contribution from Hulamin was probably
at least offset by a decline from the paper
division. However, a major aid to main-
taining profits was a sharply Jower provi-
sion for replacement cost depreciation, ‘o
Still ignoring the small dividend from & ©PUBAJ
foreign subsidiaries, earnings of 17,9¢; , aoueag
were produced in the first half, Alumi- * :
nium will at least repeat profits in the' \g 100w
second, and though paper is locked into- BAdoleq

a deteriorating market, earnings of 36¢: snghaaqg
on a replacement cost basis seem pos-;
sible. On an historical cost, and thus cash OJ8TH V¥
flow basis, earnings will be nearer 500, .
Last year, Rhodesia paid out R38m,y oduelg
worth 11c a share. Although there was a s
receipt of R262000 this half, with the > 4Q YT
sugar price below £90, Rhodesia is mak- ; pig oYy
ing losses, while the world supply surpius #
must be making it very difficult to move 3
stocks. So, in the absence of this profit 5
source, it is optimistic to expect a 30c
(31c) dividend. The interim has been cut
Ic to 9¢, no doubt as a warning, but last i
year the interim was clipped 2¢ and theny '+
the final maintained. P
Investment allowances and the move 3
to lifo have kept Hulamin’s tax rate down s 13§ ayy
to 7%, and have been mainly instry-
mental in raising earnings from 26,7¢ to'af:; 109 Yy,
31,7¢ at the halfway stage. The interim b
has been maintained at 7c, but with earn. b radoany
ings headed for a record, an increase in |
the final can be expected. @l 38919
The rush by producing countries to '3 W0 By,
export sugar stocks ahead of the Agree- %
ment is forcing the sugar price lower, A'TI0M ¥
while the current level of stocking by "% 10
importers is likely to delay the world i P1aoM
price improving as a result of self-’
imposed production cutbacks in 1978, -
The timespan of depressed world prices 11 9uL
will be critical to the SA industry, with <&
Price Stabilisation Fund bare, in the BINIO5
earlier part of next year. Even this is pre- &
supposing that there is a domestic price
increase to give a satisfactory return on
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For these reasons, it is difficult to

encourage purchases of Huletts at 200c, ¢

despite the encouraging results, until the STes

world price is seen to react positively 4

some time in the new year.  piehard Stuart ;
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The general view of sugar dealers is that
the price of this battered commadity 18
Cliose to botiom, The London Prsdy Price
of wuar 1y currently around L9271, only
v tagher than its recent fow of £85, last
ceent at end 1972,

At these depressed levels, the price is
26% down on the Navember 1974 peak
of £650.

Sugar has heen depressed in recent
werks because everal producer nations

sokl ahead of the International Supar

Agreemunt which commences  at the

boganning of next year. The hasis of this

s that there will be a floor price of US
]

(B suyAR

outlook

with consumption of 83,1 Mt Sugar
denters £ D & F Man behieve that bar-
ning unforeseen crop failures, another 1.4
Mt will be added to stocks, s that world
wugar stocks could reach nearly 30 Mt by
end Aupust 1978, C Csarmkow adds
that Lacht's forecast underlines  the
necessity of the international sugar agrec

ment’s export restrictions. The market
has also heen affected by mereased tanffs
on YIS sugar imports, The US Depart

ment of Agriculiure raised tariffs from
1.87¢ to 2,8 I¢ and imposed an additional
fee of up 1o 3,3c on imports. The move
Aime al guarantecing 1S sugar growers

1ic and a ceiling price of 21¢/Ib com-==i3 5S¢ for their sugar. But it is also a blow

pared with the lanuary New York
market pricc of 8c-9c.

The higher price range is to be estab-
lished by restricting sugar gxports
through quotas. Surplus stocks will be
kept ofl the market and will be financed
by a levy on exports. Angious to be nd
of surplas stocks over and ahove thei
cxport quotas next year. producers sold
ncarly 1 Mt for shipment in November
and December.

Dealers believe that most of the sclling

i~ complete. but it wilt mean ihat demand
will be slack because consumers will have
LulTicient supar stochs during the early
months of next year.

The market may be near hottom. but
what are the chances of 1 major revival
once the agreement comes inlo foree next
vear? Latest eslimates ol supar stauste
san F O Licht indicate that it 1s hardly
itkeiy that there will be a price Surge.

tn the year to August 31 1977, world
wagar production % as 88,3 Mt compared

saly

{0 countries exportmg 1o the US.
i
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Record sugar output f
At the half way stage, estimated tax 4

profit is R4,9m (R4,8m) and Tongadhs
expects to raise annual earnings. pe

The sugar division is budgeting f¢:
_ record production of 222 000 t (192 GO0
1) which will materially increase its shafd:
of total industrial production. But thiz
garnings increase here will only mélHs
ginally offset downturns elsewhese. g

Worst-hit, apparently, is Coronatione
At the time of the annual report, britks
sales were being maintained at 85% okg
production capacity. Butenow a markeda
deterioration in trading conditions 3%
reported. The official word, with (g3
interim, is that the division will - LS
achieve the level of profits attained fdis
year and this at least suggests no reasc
to fear operating losses. sy

After turning round losses in Whitésis
head last year, the textile division has gy
into stagnant sates and pared margini3

E

B
e

Despite the acquisition of Prilla Mills,
lower profits are being looked for this
year. An improvement depends on a
major turnaround in consumer spending,

With the lower interim from the 24,5%
stake in Huletts, dividend income from
this source will be marginally lower by
R75 000 at R2 249 000.

On the other side of the coin the foods
and feeds division is expected 10 ingrease |
earnings while the property and clectrical
divisions are performing well.

The interim has been mamtained at 9¢,
and unless a major deterioration s
projected for the poorer performing divi
sions the 15¢ finat should be casily main-
tained in view of the expected improve-
ment on last year’s 62¢ carned.

At 245c the shares are exactly where
they were after publication ol last year's
interim, and on a prospective yickd of
g 8%, With the increased dependence on
sugar, there is no reason why they should
he on a lower yield basis than others in

the sector, though this has heen the case
for as long as most investors can
remember. The price discounts the
improved sugar earnings prospects and
the shares are fully priced.

Jim Jonhes



|Sugar price talké

THIS, rveek the Mimster of 3

" Economic Affairs; Mr Chrls
Heunis, met with represen- .
‘tatives. of the. sugar .

producers ‘6 discuss the’
-plight ‘of the. 1ndustry —and.

everyone ‘must now wait for

his ‘deécision’ on whether to

grant an jncrease:

-~ Both.growers and- irullers'-
‘were'” represented “at-"the:

* talks,”.and "having reported
* back-on_ the Geneva inter- .
‘patiobal sugar conference,

‘the ‘meeting settled down to,

discuss the problem | of price..
.- At .present.-sugar. gells
domesticall

o

~

-at R186.a ton,
and thé-cos “of productxon is

"is bound to rise, especially
:‘with-, productlon being..cut
-'200 000 tons in -accordarice
‘with the new quotas agreed
at Geneva. -

“The Price Stabﬂl

=resist the cry of the mdustry

- —'and if}§" srmﬁly a'matter
- of tnme*before e“p,ermtts a
- rise. '-'i'««‘—,: baiim, 55

Thé size of the mcrease‘?

At least R70 a ton.

z{"*).t,

AK
around R230 Next year this -

tmn .
. Fund is depleted and - the.
~world . price has slumped.
,*Its unlikely that even:a
- “stone-hearted ‘Economics'
. Minister would: be. able -to;
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Agricultural
Correspondent
THE chairman of the South
African Sugar Association,
Mr. Anson Lloyd, believes
the sugar industry “faces a
vear of uncertainty and

g a l’ 1] l
‘faces h

2.- SuG iR

ards

cconomic hardship.”

In.a New Year message fo
the industry published
vesterday in .the South
African Sugar Journal. Mr.
Lioyd said: “International
quota restrigtions will com-

L . PP

pel production to be redu,ced
by an average of about 10
percent. The export price,
which today stands at £110
per ton, must reach an
average in the 1978/79
season of £140 to enable'the

ip’

. industrial proceeds to reach
the strictly-controlled
allowances for costs of
production and returns. on
capital, in which for the sixth
crnsecutive year it will be re-
quired by Government t6
absorb 20 percent of cost in-

| creases and under-recovenes

| was expected to realise R 179

‘. record’ 1979 talendar. year

. of .costs amounting in total
to more 'than R25 million.”
t © Mr ‘Lloyd said the, fall i Jn
‘ ,cxporh prlcas would ma[m.lt‘,
impossible  ‘to equal " the

1975/76 record “of éxport”
earnings - worth - R206
) mllhon. when the' net export .
prlce reahsed was-R300 2
_ton. The™ 1977/78 ‘sedson

wmmmw‘wumw&mmm PRy

o Y MR .

LS

Ry

- tonsoNevertheless -the

. exports sveauld ‘yield K244
¢ million":butthese proceeds’
) werefreqmred to be allocdted
-partly to the 1976/77 season.
~ and~partly to the 1977/78,
. seasom. & .
" Mr.-Lloyd said as a- result
of a. price’ stabilisation fund :
. the. sugar mdustry had been Y
: saved from finanial disastér,
s‘nd at the “safie -time the.
outh:African’ consumer had .
" been protected. He shid that

Y

t

i cheapest in’the world;

h

‘fetail pnces for, sugar-_in.
other countnes ranged
* betweén-30c and’ 63c: a
kitogram. compared with 26¢°
a kllogram in South Africa’
where. the price is still: the |

wh:ch rms.ed the ! prlcc 6-‘
R{86 a ton. compared with
1R133 a.ton.in’ 1972, “ﬁot
. cven this feliel and the com-
. plets.” wlthdrawal of, \the
whole ‘of the baiance j in‘th .
price” stabilisatioll  reserve
- fund cou]d withstand: the
‘ combmed pressure of inflay
tioprof costs and: the collapse
Cof the wor]d prlce. which:has’ A
fallen.-in" two years - from
R3UO to R179 al ton. IR
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. P‘l‘l e of Wzde rangewof food w111‘ go up -in; the’ ,

4

ake of 1ncreases m the pmces'of sugar and fer-
tlhser today "The, runcreasesn w111 hxtp‘most»ﬁsugarm

g baée products and'*étaple foods ke maxz‘r“ ,},,f
An-increase of round’14.{
percent in- fertiliser ; Drices. |
" adds up to-an add1t1ona1
%xjpendmure .

ﬁwﬂl -
ﬁvmff {

"c
@x green
percent, s

ety 34
ésV“-nqlfl' 1
of.f
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istabxhsanon fiand, wlpch had .
;

THE retail price of sugar in Sonth A

friea seeu up today from

27,5¢ to-34e n kilo. ‘This reprepents an average increase of

nearly 24 percent. e Y

M. ! Anson Lloyd,\ the: -
chan‘man “of _the. South’
lAfrican.. Sugar Assoclauon {-
gaid prices. swould - vary-
between coast ‘and;. mland
vareas) ‘and ‘the hike-r‘
represented the “avel age 0

pIs ulgated in thek Govetn
ment L(;‘yazette was the resu

domestlc 'price. of suga 04
9. 1ts"cost o
The‘sugar diistry’s price’ -

been bidilt up to' R94 mllllon' :
from extremely- high' exporta
‘the' had*been *

4
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m’ under | the & mternaﬁoigtl

!
Sugar Assoc1at1 ont: "M AW
" gon “Lioyd, .s :
t edi~the, “ioasl
~ whn:h had .'bee

A"y

g
BRATV the export g countrxes

ASURAT, agreement 1o;ibe

-+ cuf by 18,5 percent

uThlS would mean that
uth ~Afyicats} egport’

earnmgs would’ shrmkz by -

. half to . about. Rizsm: i
X there Was ‘no; 1mprovement‘
) 1nthe sugarpnce s
The | -reduction . of*.;‘the‘-
: ,sugar }quotds. 'woul e

‘-‘-ld1scussec1 foday a afractwo- .
Fweek ! ‘confersnce” ‘Fc;ﬁ&;he »
Inte;natlgpal Su wﬁaﬂ; ouin-

ghic f."‘“‘ : 'i'ﬁhg

L
South g
e wuuld be presen
o, The quota 4y
!,f neceSSary becausea.
“would, be & surplus‘,pro
"ductlpn of .- 6m .
sugar* th1s ‘yea«;ﬁ_,‘-—- am
Jthree tites more, than:t
total South S Afrieanit
c‘luctmn
Although the " mduetry
had still. not: taken, 2 audem-
’\; ‘sion fover: productmn q 0-
i 'tas, they weré thinkmg ‘of -
s(stockpllmgﬂﬁ 000" tons ‘of
‘sugar this year fo, cushlon-
‘,“on producers - thé. effe
“of the large!. dro L in’
porte = Sapa, S

[
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Political
Correspondent

CAPE TOWN — Mr.
Chris Heunis, Minister
of Economic Affairs,
said yesterday that he
foresaw no reason for
an increase in local
sugar prices in the im-
mediate future in spite
of low world prices.

However, he said it would
be dangerous to say that this
could not happen but if it
were necessary, the Govern-
ment would do everythmg it
could to keep the increase as
low as possible.

Mr. Heunis was replying
to the second reading debate
on the new Sugar Bill which
consolidates add amends
laws relating to the industry.

Prepared largely with the
co-operation of the industry
the Bill was unopposed with
both main opposition
speakers seeing it as an im-
provememnt.

Mr, George Bartlett
(NRP) expressed concern

ON LOCAL

that the stabilisation fund
had been depleted and hoped
that Mr. - Heunis would
adopt a different attitude
from the one adopted by the
Government in the past.
Earlier Mr. Heunis said
that he expected
world price to continue for
some time. South Africa’s

¢ Jow -

quota in terms of the new
sugar agreement had been
set at 740000 tons a year
which was far less than that
in previous vears. )

“As long as the world
price remains low it can be
expected that the quota will
be further reduced,” sald
Mr. Heunis,

—

—_—

e

\ - not {be:necessary.

" Mr. Bartlett pomted out :
that the mdustry‘ﬁnanced all; |;

SUGAR

“However, it has been
decided not to reduce
production at the moment.
A decision will be taken
later.”

Mr.
speakers, praised the in-
dustry for subsidising the
local price in order to keep it
as low as possible,

The industry’s production

potential was between
2100000 and 2200000
.tons. a séason. Some.
"'383 000ka were under' cane’
through 2000 - White and-
. 7'500 Black growers, The in--

dustry provided Jobs for,

146 000 workers. -
Local consumptlon had

reached 1000000 tons: a’
“year and exports for the
' '1977/78  season reached .
1300000 tons worth
- R183,4 million. *

In. t1mes of moro

" favourable prtces, such as ‘i

| 1974, -exports Were worth
R233 million.

Mr! Swart said that few
people realised that the.in- .
" “dustry had kept prices. below:
.costs in South Africa by
subsuilsmg it through ey

ports RGN i

'}'- He hoped that an’ ine
‘mediate price mcrease would

Yr

» its “own ‘research, trammg

.and - marketing: - operations |’
“and made " generous - con-:
<" tributions 'to scholarshlps--;

and charities, o

Heunis, like other‘

EEpREIES———

L
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No sugar pp‘lce

.':L»z/

rise — Heunis

.HOUSE OF ASSEMBLY —
Mr Chris Heunis, Minister
of Economic Affairs, said
yesterday 'he foresaw no
. reason for an increase in
local sugar prices in the
immediate future in spite
--of low. world prices. '.

' However, it would be
dangerous to say- this
could not happen, but if.it
were necessary, the
Government ‘would do
f|severything it .could-to
-|:Keep'the increase as low as
“possible. -

' Mr Heunis was replying
to the second reading
debate on the new Sugar

- Bill- which consolidates .

and amends laws relating
to the industry.

Prepared largely with
the co-operation-of the in-

dustry, the Bill was unop-
posed with both main op-
position speakers seeing it
as an improvement.

Mr Heunis, Mr Ray
Swart for the Progressive
Federal Party, and Mp
George Bartlétt for the
New Republic Party, paid
tribute to the work done
for the sugar industry by
Mr Ansoh Lloyd, chairman
of the Sugar Association.

Mr Bartlett expressed
concern that the stabilisa-
tion fund had been
depleted and hoped Mr
Heunis would .adopt a
different attitudé: to the
one adopted by the
Government in the past.
~ Mr. Heunis replied. that

.hehoped it could be
rebuilt to the equivalent
of one year's crop. — PC.

—— o




THE South African Sugar
1 Association has just rais-
&d R85 million in medium
term overseas loans.
Peter Bale, the general
manager, has returned
§rom the European bor-
.rowing trip “pleased with
the ‘lending facilities”.
Half the loan has. been
‘ negessary to finance
"' Siuth African stock obliga:
tions of the International
Sugar Agree ent and half
for currency hedging -in
_the export sales market.

PO
L

CH

_proved

-hedging
the - &

The edging loan /18

L gt et

R85 million loan to sweeten sug

" Finance Reporter

nal low price of R127 late
in the year.

The hedging quota is im-
portant. While there has
heen a vise, the local price
ijs still helow the produe-
tion cost.

The overseas o1
price is sifting at thé R177
1evel for raw sugar exports
and is not expected 1o
reach a minimum of much
more than R234 a ton by
the latter part of 1978.

This fortuiteus price in-

financially necessary in
that the operation has
profitable 10 the
association. in the past. In
1976 the forward cover of
exports gained the industiry
RS million 'in Eludicious

I 1977 the total export
programme Wwas coitflucted
at a forward cover price
of between R195 and R220
a ton (except for one small
shipment at R138) com-
pareg_ié;t._to a London termi-
(g e IR T

[ e B - iRt
e = T

erease is expected to be a
result of the stabilisation
of the market under. the

Sugar Agreement price
levels for this year. How-
ever, Sale assesses the re-
sult of the year's cash pay-
ments as still indicating
the possibility of 1978 he-

fioidon./ing a megative return year

for the industry.

Only the expected in-
crease in the world price
will pull the industry out
of the present low income
against costs and returns,
according to Sale.
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Minister of Bconomnie Affairs' Chris
Heunis have visited ihe Natal sugar in-
dustry, there was no discussion likely to
bring an immediate price inecrease
Tocally:

According fo Sugar Association
general manager Peter Sale, the visit was
“purely an introduction to the industry,”
and was nof comparable to the Iast
Meunis visit which led to a price in-
crease. ‘ :

While the finaneial situation of the

gar price seems set 1o st

' WHILE 18 members of Parliameni and

3 T
& iy
24

industry was discussed, \no plea 4o fh
~ Government was intended,says Sale.

However, he aflded, the finanecial
opinion could lead o a change in the
minister’s siated view that the’ industry
should have a price stabilisation’ fund (to

‘act as a defence against low internationali
or local prices) gf ahout the équivélenq
of oneear’s production 1'et;urns'“,.: ) u
It would > amount to’: R460 million;
which says. Salé:.¥%is an -impossible mave
in the shhrt‘term.’: RIS

Fo-e, IRV




. DURBAN-—South Afncan \

- gligas, s&producers cannot :

expec’c.)tq miake . ;profit | ‘
this, year, 2 “and~the: return

on: capital“ employggl‘ s

* likelyta jne.nl i’ the "
» gf th

*hat’, gl omy oictur
prospects for anwmduétry
that .long, ,1as. - et

(0

-yajof, . earne'r of forexgn

exchange "was painted,, i
Duﬂqagn . yesterday | ‘by :Mr
Pater’ Sale, 8 general mar r

" ager’ of tHe South: Afncan

Sugar’ Association,‘ who °
pomts out’that ‘thie hoped-/ L

" fori - mcrease “int woﬂd

prices in the new" season
will. not matenahse ER

“The present London

.1
“

) dally sugar price of £100—- f.

‘ pound‘: <ét-~by the'. Intér-

-about "R160—a ton: isialong

way: below: ‘the. mmlmum .of
11 Umtec} States 'cenis & .

Sugar’ Asyesment

ISA pr;ces ange. from a
n] 'cer;ts to a .
maximun} Vot a1l cents, &
pound* ‘and 'atfothenbottom
end wouldi;produce.”the

"e( 'uivalent--of £140.- aton.
K Thls ﬁ,ﬁnoansu the London

PriceHds: tm,me by £4D a
ton o' reachi.the ISA. mini-

L mum and: the prospects Jof

it' ﬂo ‘.gbngver . the mext

seasop,mstartmg May 1 are

non-ex} {sten . :
~ “Nelther,‘”“says Mr ,Sale,

 4ij5 ‘there much hope’ Ofwm

. 1mpfovement next . year.

The , flifures.’ market’ n{for

‘ August 11979 is quoting'the.
. price ofmsugar.for ‘that: date
“at 8127 a ‘fon, iichlis "he-

. low ‘our . cost of produc

e ST i
_ Overall,, icture. i §

‘sgdn But Mz’

that "samty must retum !
ow the market 1y m ithe |

longer term




fund

By Alan Peat
Finance Editor
THE S8SUGAR industry’s
price stabilisation fund has
fallen badly in a weak
export year and will be
down to around R6 million
by the end of the month.

The fund, which was at the
R65.6 million level at the end
of the 1975/76 season and af
around R30,9 million at the end
of 1976/77, was the instrument
for holding down — and twice
reducing the local price.

And, says Sugar Assocition
getieral manager Peter hale, Min-
ister for Economic Affairs Chris
Heunis is unlikely to consider
another local price rise umntil at
least the end of this year.

With the local price at
R245 a ton and the Lon-

E,..,....“...,..r-.hﬁ. -

minus figure well over
the R25 million mark.

don daily price re-
maining " just over the
£100 mark — about
R160 a fon — the indus-
try is selling at well
below cost.

According fo Sale, the
geason from May this
year to the end of April
next looks likely to see a
negative price stabilisa-
tion fund under the
present condifions.

Industry . sources feel
._‘the fund could drop to a

To push up the fund,
the industry would need
a higher export price,
another rise in the local
price or would have fo
remove the deficit by
reducing the capital
returns within the in-
dustry.

This is seriously view-
ed on the milling side
where a nine percent
return level has heen
the norm. This is below
the generally accepted

industrial return of
ahout 12 percent and is
viewed by the sugar
finaneial experts as too
low even at present.

The main association
hope at present is that
the International Sugar
Agreement will become
effective during this
year- However, while the
ISA  minimum  price
level would see an in
terpational  price  of
around R240 a ton, this
is not likely to be reach-
ed for some time
because of & heavy de-

stocking process by the
major producers.

While the price level
is*  distrubing, the
association is  more
pleased about the export
tonnage contracts. Of
the country's 750
thousand tons for export
plus 150 thousand tons
in the ISA-fizxed South
African stockpile most
is guaranteed for off-
take.

According to Sale, the
two major customers,
Japan and Canada, have
contracts which  will

Troube own the line for the sugar industry’s price st

abilisation fund

mean an average de
mand for 90 percent of
South Africa’s permitted
export-total.

But, adds Sale, while
the tonnage may be
bought at a satisfactory
level, the price is not
fixed.

This means that the
massive sugar industry
has a year of waiting
ahead of it, to see if the
1SA  will prove sue-
cessful, or if it will be
discarded hy producers
at its future per-
formance level.

A




pressed sugar”mdustry
fears -the: intetnational .
- price’ effett ; of ! anotiier
'large*‘European ~¢rop,
the ! B uro pe: a:ms
-'themselves 'may .. ;be’

tuatmn

" 1 ; ﬁverseas,t estuuates, ipit
3 'um ‘thishyear's, ezpected
West'“f» uropean: crop, it’
“is felt that ‘countries i

also‘ show an upturn. -

Accordmg to Sugar
“Assocxatmn' ‘eXp oLt
'f’manager - David’ Hardy,
ft'he world _sugap’ rnarket
having tosell, at belmy-

{pmces) was hoping: Foria
ldowntiiyn in the amount

b ome

saﬁs i Hardy: - “hapt.
Europe$

1 isucccess, put on aj; ;great

’ ‘deal L0f T PTesSure. It. is -
i felf.1 -that,: success: : “again
" “t}us yedr in dn’ unchang—
: cd' ‘tw »larger cropﬂof

,pressuie Ompuces"’ g
 'he., market also; feels

"7 forced into* a; »dlfflcult i

h.‘?

Although ' the '.f'atest i

rof sugar beet SOWI. L

. =
Economlc Commumty )

"-siigar i beet would ' piat

2 2 AT D D A T

resxstance ,td ; the .'[n- Y
a ternatwnal Sugar, Agree- |

) rnent (which; it; refuses
+ tosigm.as.a. hxgh enough.
'E\qugta cannot,be guaran-

feed),; will, bé; heighten-
ed.as it finds’ 1t d1ff1ciilt

1o SEH,I its, excess‘ at’ a

<reasonab1e refum., i
Addlngm dto; the
Commumty prpblern» is
agree&ment w1th
developmg countnes.gn,

‘the COfnnunist area will: _‘ the. “Africa,-, Carribgan:

Pamfm E group .v:hose_

o This ™ boosts, the, Euro-
pean . stock- holzdmg, “arid
dast ,»year uppecl their"
', necessary: sales. ainount'
by 14 mmmn tons. .Over
. thé, mternal uff-take ‘the.
1,4. :mll:an tong pushed
up the-, eapzorta‘ble
surplus to 3;8 hmllhon
ton,s lgst year, P
p Whﬂe sugaxl Agree- .
ment fmporiels sfaée fix-
exportable quotas
from ‘gach’ member pro-
. duter, the deahngs \wth
* Gountries’ g -outside., ithe
- IS4, alsn haye a’ majdr
effeéton the, wm:ld in-
ﬁematmnal prme. !




SUGAR AGREEMEN'@

. S i
No price response
. m 24y b
The new International Sugar Agreendent,
designed to stabilise prices in a US
Ilc/Ib to US 21¢/lb range, so far seems
to have had little effect. Since the begin-
ning of the year (when the agreement
provisionally came into force) values
have fallen around £15/t. Additionally,
the decline is understated to the extent
that the dollar-pound parity has slipped
from 1,90 to 1,85 over the period.

The agreement provides for a 15% re-
duction in basic export tonnages (Bets)
when prices are below the agreement’s
adopted minimum level of US 11¢/1b and
for a further cutback of 2,5% should
values not respond within the following
75 consecutive trading sessions. With
prices around US 7,75¢/lb at the begin-
ning of this week, the International Sugar
Organisation (ISO) duly elected this
further cutback.

A spokesman for Conti Commodity
Services told the FM: “There is still a glut
of sugar and no significant price

increases can be expected until demand
improves.” Diversified sugar demand, in
such places as Brazil for the purposes of
aleohol production, will take some time
to become an effective market force.

The basic problem remains that most
producers sold as much sugar as they
could ahead of being subjected to Bets.
“The United States, for example, is still
happily living on pre-agreement sugar,”
commented one leading trade source,
adding that “it could easily be the end of
the year before prices reached the agree-
ment’s US 1ic minimum.”

“Sugar has very few friends these
days,” commented Bache Halsey Stuart
in its latest market review, adding that
“the ISO has so far not been an outstand-
ing success.” Defending the new apree-
ment, the ISO’s executive director Ear-
nest Jones Parry told the FAM that the
ISA was not a means of determining
prices but rather a way of “seeking to
stabilise them at reasonable levels,”

So far there is no evidence that
member countries are welshing on their
commitments to cut back exports, al-
though it will be another year before
1978 export data has to be supplied to
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the ISO by member countries. Neverth
less, one trade source suggested i
countries desperate for foreign exchazng
and with favourable production cost
may be tempted to breach their allotte
Bets.

The London trade remains generall
disappointed at the commodity’s prics
performance in recent months and criti
cal, according to Bache Halsey Stuart, «:
“the bureaucratic attempt at price fixi,
(which) has only tended to prolong th.
agony of the less wealthy nation-
engaged in the production of sugar -— :
unified dramatic attempt to cut back
production may have been more acuicly
painful, but at least the effect would has+
been relatively short lived.”
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WWhich s worse — - the sugar of the pill? |\ March 19‘79 at £121.

Mol an gasy question to answer these ‘\a Nearer home, the cang growers are
i E .

day's, givgn lhlc world sugar siL_uaiion. " reasonably cheerful. General manager of
An article in the March edivon of the | . the SA Cane Growers’ A ssociation Ernit
- Nouth African Sugd) Journut notes that | | Mornson tells the FM that growers will
the  August/Scptember 1977/78 world | ! pe cutting only about 2.5% less than th

"agar crop is expeeted 1o reach a record 10 Mt cut lasi season. Thus there will be
0T ML On the basis of wotld consump- no drastic cut in the amount of labout
| lion of 86 ML, the badance would bring required. ‘

the accumulated surplus up to 28 Mt, or ‘
fast approaching a thurd of anticipated . ’ ' 7
cnn.sumplmn.

Sugar brokers LD & F Man confirm
that “the outlook for the future continues
very bleak, for it will need a substantial
crop failure 10 avoid another surplus sca
son being added to those of the last four ,
years.” & .

General manager of the SA Sugar . .
Assoctation Peter Salke concedes that the
\ chances of the world price reaching the § .

lower limit of US 1lc a pound, con-

emplated i the lInternational Supar o

Agreement, by thie end of this year arc Lo
\ remote. “The best we can hope for is : o
| about 10c¢ per pound or somewhere i the '

£120 1o £130 range.”

\ Futures quotations areghardly oy

encouraging. Recently Aug' 1979 deli- |; o
\ verics were being quoted 2 L' 7,50 and b
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WITH THE latest
estimates for world
sugar production show-
ing supply soaring above
demand, the South Afri-
can sugar industry is
now in a serious posi-
tion for its return
against costs.

Three of the world’s
accepted sugar coin-
mentatars 'have shown
that the excess is likely
to be between 5 and 7
millien metric tons for
the 1977/78 season
which ends in August.

And the East and
West European beet
growth jnerease for this
summer in the Northern
Hemisphere is likely to
boost the world carry-
over stocks for the
1978/79 season.

This year’s fears are
not only directed at a
very much "lower in
ternational London Dai-
ly 8ugar Price (presen-
tly around_the Rlﬁﬁ a
ton’ ma

i

i m :
© stigar Jpnce (mm]e thar
: a"i],nrd ‘below the; local
produc:tmn cost)

Amer;can !and European
un i

i the, newly;formed ISA .

*higher

and .
. coneerning- - the .

by
Rlan
Peat

Says US Cane Sugar
Refiners Association
president Gregg Potvin,
he *“felt strongly™ that:
the ISA would meet a
swift death if the US do
not sign this year.

According to  the
South  African Sugar
Journal, Potvin felt that
“the sugar marketf had
set July as a target for
the US to sign the ISA,
and that prices could
fall quickly even before
then unless Washington
acted positively on
joining the world com-
modity pact which is
designed to stabilise
sugar prices within a
range of 11 fo 21 cenis
per pound.”

Even at present price

levels, without a’ further.
. possible drop, the-ISA
‘target minimum price of

about R240. a  -ton is

‘around. R80 to R0 a ton
-than demand . -
. against supply allows. .
-7 i N

While the . ISA ‘in+
tentwn is to "balance
iproduction against
world sugar " con-
sumptxon due. to a ma-.
'jor . exporting ' and fm-
portmg nation agree-

. ment, the present’ over=' .

“supply : position™ (and

.that expected for the ™~

medium term) is put—

pardy.

For the‘ South Afrman
industry. the only. “hope' *
‘lies’ in the uncertamty
erop
~yields -and total :
.daction from the. .

» will

DTU' .

return from a higher
local sugar price. ~

Although the in-
ternational price could
rise due to a climatic
disaster in some major
production areas, the
South  African export
quota under the ISA
had already put the 1n-
dustry in an unfortunate
position.

Although in the calen-
dar vear of 1977 the in-
dustry’s total exports
came to 1320662 {ons,
the ISA aeccepts the in-
dustry’s 1978/79 annual
quota {(from September
1 this year) to be only
680 000 tons. ,

The local 1978/79
seasnn  (which started
on May 1) 15 expected to
see a total production
here of around two
million tons. With a full
export quota taken, and
a stockholding (also un-
der the ISA) of 150000
tons that leaves more
than 1200000 tons
available for the local
off take.

David Hardy — serious situation

That is about 50 per-
cent more than local de-
mand has ever reached

Thls oversupply posi-
tion, ahd the seriousness
of the world situation, is

- likely to see the local in-

dustry . ‘have to look to
‘an... unprofitable year,
with retufns against
capital ‘assets well below

- the‘industrial 12 percent
_average.

- And, say sugar finan-
ciers, , ‘the - industry’s
Price Stabilisation Fund;
almost  definitely
‘reach a deficit of around
R25 million.

Thls fund (gleaned in
“the ~past from high ex-

ting. the scheme m Jeo- \.'-“port -profits) has alwa¥s

been.-used "to keep” the
local’ price at.d fiked

level, And, indeed to
: drOp it tw:ce : N f
“Without. the funds-

»baek-up it.can be fairly.
certain that the industry’;
'will, press for .a, mucll’
‘higher lpcal,x prices Laten
thig: year to- offset the

. depressed export price., .

ErReT)
s R o




rospects for 2
'u«‘- p "'!1:‘ o I\ "_'
Industr y =

Own Correspondent “The South African Industry “We will produce Z-million
’DURBAI\_{: — Prospéets for the Needs €150 3 ton to break even. tons, The Sugar terminai will be
South.. African Sugar industry The ndusiry was granted g used to store 150 gog tons, which
arejhleak, Although Natal sugar Price increase of Re 5 ton at 5 ¢pe maximum we may
conipaniey may. show good the end of last year for sugar steckpile. ! N,
profits for the past financial  sold o the local market, and it “The stabilisation fund had a
year, they aré faced with 8 will not be easy to get a further balance of R94-million at the
serious situdtion, Increage, end of April.” .
This is the opinion of Mr “All we can do is report the — ppy Lloyd said there would
Anson Lloyd, chairman of he facts o the Government ang gee have t6 be restriction in the,in-
.South African Sugar Associa- what transpires, dustry, and, this would not
tion, who returned fro, ondon A fyrthey complication wag Please cane farmers, On the

 this week where po attended a  that Soutp Afnca_was allowed otherhand, if there W4s another
'Meeting of the International by the International SUgar  jnereage in the South . Africgn

P -

r—

|

Sugar Organisation. . Organisatigh to" export 6gp 000 Pprice it would cause consumer
r Lloyd said the outlook was ' tong in the curfent year, » resistanee, .
poor for several reasons, -
He said there wag another, A

record for werld production inf
197778, with '92-milliqn tonss,
‘,agains,t\cons‘umptjon of 85-7
million tons, 'Stocks-in August, i
#1978, would be 31-miilion tons, op "

36%; of ‘consumptior;. : .
" 'At'the end -of 11977 exporters .
. Were dufnping- Sugar. to avojd}
restrictions, ¢, , - DU

- Impotters botight huge quap-¢

 tities at’ Jow Tices. and ‘were

| v Alternative sweeteners were!
gaining ground, particularly .fn, |

" North Americy This had 'made
“quite a hole:” in‘the amount-of

Sugar being consumed. ",

The” Uniteq Siates had:inot

i| ratified the International Sugar -
‘Agreement, ‘although. ir;q:'c_*a—__,
| Hons were given/in Londorithat |
it Would do so. The United States
' i8 the. world’s bj gegt'-impq;jterj
| of sugar, .. EET A
The: Eurgpean Economjc’
‘ Comh:unity'was not party o the
‘Dew ‘agreement :and this yeat’
had 3 480 000 tons"available for
export. The production was su
‘sidised, - AT ehe 5 %
- Mr:Lloyd. said. it ‘waselaar
from Yfiege facts ‘why ‘the'world
price Was‘,about‘x:e ig00, a ton.” ",
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SOUTH AFRICA is now
sugar madde in Alriea,

day,

Forecasting the progiess
al the sugar wdustey in the
nent 40 years, he said it was
essential that “we remain
free to gude our own
dustinies 1 a disciphned
wity, and fur icchnologists to
play their part, free from
sucial or poliical upheayal,”

He ponted out that sy
vears from 1970 sugar cane
oulput fell by 41 percent in
Somalia, 86 percent in
Uganda and 68 percent in
the Conge while in South
Afmica it rose by 200 000
tons to 1 800000 tons.

Energy

He sad that the energy
vilue of trash based on a
ctop of 100 tens a hectuare
wis sufficient o operate a
tractor for 500 hours. There
wias enough energy in the

cane  trush (o meet (e
energy  requirements  {or
agriculture for the whole
country for a year.
Alcohol would be

produced fram cane juice or
mulasses, and a process
might be devised to produce
ethylene for plastics.

Systam

Cane mills would not be
vhanged cheaply and Dr.
Thompson ¢nvisaged a
system where the recovery
factor would be reduced 1o
about 70 percent and the im-
puie sulubony remaming
would be used 0 produce
alcohol, vinasee wouwtd  be
ased as fertiliser. and
bagasse  would be broken
down to produce more
aleohol and converted from
cellulose white lignin would
be burnt m the conventional
fusheon,

White  supmn would he
maduced by an jon-
exchange  process dwcctly,
The supar factory of the
future coull comprise a
venlinuocus  process  con
trolledt from  remote centre.
The continuous vacuur pan
was #n important step i this
direction,

producing 43 percent of the eane
Dr. Gerald Thompson, direvtor of the
Sugar Research Station w Mount Edgecombe. told the wy-
fual meeting of the Sugar Technologists Association yester-

{a 2

Cood L L ""‘)
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Records

The cane farmer wouid be
helped by computers to keep
records and assemble Jdata
andd monitoi the progress of
the crops. These wouid be
Barvested ot dilterent
periods 1o get the hest yield
tor sugar o aleohol.

An increase in mechanisa-
ton was forecast. It ould
be a yradual but consisient
trend, The mdustry coudd
also e used Lo supphy abowt
2000 tens of phosphoroas
lrom filter cahe wiuich could
guomto tertihiser.

Problem

Diip rngaton would be
used and pood conservatien
would make o consaderabie
impaet on the supar
caneliclds o the tuture

One preblem which
wauld probably still be with
tarmiers 2018 was Dldana.
Dr. Thompon said it would
probubly be controlied butat
was ol posstble o predict
iy Festrgence which had It
fle 10 do with the control
measures instituted by

Larmers,




- By Alan Peat:
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Editor

A SUDDEN rise in
the London dail v
Bugar price on Tues-
day caused optimists

+ to talk.about 3 major

international - recov-
ery.

These voices were
strengthened by drought

. delaying the heet plan-

ting in Europe, and har.
vest collapses in small
csugar producing aregs
such as the Phillipines
and Pern,

But both Toreign and

T- south Atrican experts

are chary about results
in the medium to long-

“term despite a short-

.  term shot in the arm for
4 . some export producers,

While the Lonon dai-

““ly sugar price bouneced

_Up by 20 percent tg 105
pounds a ton, the

- Jupsurge only lasted a
J. . coeple of days, and the

weekend price was back
-about the now familiar,
. <dead, bottom-ppint of

- 100 'pounds,

" .- And  with the free

: Market overstock posi-
;tion likely to reach the
: disheartening figure of

- 30-miliion tons ww the

start of the international
year on August 1, the
chance of recovery
being anything else than
a shortterm jump is
unlikely, according to
London sugar traders
Rudolph Wolff,

In  fact, the in-
ternational estimates for
the surplus- are in some
€ases even worse, i

The SA .Sugar
Association’s ge neral
manager Peter. Sale.and
&Xport mandger - David
Hardy are not.-clapping
their hands abouts--the
rise, except for’ its
unusual occurrence at a
dull time. -

-Their big focal point
is on the possibility of
the US and the EEC
ratifying the 1977 Inter
national Sugar Agrea-
ment.

Sale and Hardy are -

,Mwﬁ@mumnm_

timistic about EEC en

~

about the
future of the ISA unless
the Americans ratify it
by their Proposed
deadline of June 30, and
the EEC by the end of
the year, -

American compliance
is not ensured at all, al-
though four of
America’s big pro-
cessors, Imperial Sugar,
National Sugar Refining,
North American Sugar
and  Savannah  Foods
have pressed for urgent
Senate approval of the
ratifieation.

But there is also a big
demand among pro-
ducers. for a protective
subsidy  which, apart
from causing unwanted

price rises on  the
domestic market, would
be a political hat-
tleground.

- Hardy is not op:

try,

although they are talk.
ing about positive
meetings with the eight-
member  International
Sugar Council and the
acceptance of the idea
of a “parallel  dis-
cipline™,

They ~— and especially
the French it is said —
do not like the Iow
quota limit and are
making  their  vpices
heayd in the EEC Com-
migsion. ,

A helping hand of-

_fered to Commonwealth

couniries &after Rritain
joined the EEC is also a
bugbear for the Euro-
pean deeision makers,

There, a consoling 1,3
million ton annual jm-

port-at about twice the.

present . London-, daily
Pricéyis a. hangovér he
-Europeans ‘have ag: an
extra surplus to théir

0Wn over-production un-
til the agreement
finishes in 1983, -
And that, along with
the EECs normal inter-
member  hattld on
agricultural ar-

rangements, is likely to

usﬁnsmﬁ.omhmmmﬁnm
the ISA, At

Without, any reason to
forecast “an. export
market price rise in the
medium ‘terni <and a
probable ISA disin-
tegration, the local in-
dustry’s hopes for a
swihg  toward , profits
are likely to be thwar-
ted. .

Indeed, Cane Graowers
Association ~ chairman
Ernie Morrison’s state-
ment pf an overall seven

" percent cut-back in cane

‘planting . only - em-
phasises the cost-cutting
South Africa mmnmm.
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ZULU cane growers dElwered 638 000 tons of cane to the mills in 1977-18, an
increase of 220-000'tons:-in tWo years, largely, because of loans and advice from’
the sugar industry, said Mr.fAnson Lloyd, chairman of the South African Sugar:

LR

Assoctatlon yesterday. o . . .
eakmg to the Durban T )
Rotary "Club, Mr. Lloyd said '
Zulu. production’ was  €x-
pected 1o reach 1000000
tons by 198 Co
" The sugar 'industry, .28
tablished a R5.000 000; fun a
‘which ~ began pera npga
“1973, dnd extended loahs,
ylow mterest rates to’ A\,frlca

r

' the same time, t e, in )
18t yiihas - glven" small
rmé rs "the benefifof.its e:g_[
: jtls{efand has. helpedh em..
]oughmg, pan Hg}! ;;

SaAne 'stence now far t‘our
, yearsy: the project, ‘had'seen .
uthe extension~ of ‘loans’ to
4 250 Zulu growers; 379 In-*
‘dian growers an 6
I Coloured LErowers. m the
' Dunn Reserve...
. The’ value of "the loans
- stood, af R4 792 676 and the
area, developed was:. 13 131
hectares

F19730740 0
i

: N 'x,?" 'ﬁ%%
R ¥ B S AR Tevenues:
! fegeived:aBy izl ;Gfarmers
twas R2 600 000"@%{1{ .
1971- 78“they‘%had'4nc;eased
‘this _to’ R7-700 0007 Mr.
- Lloyd ™ e:lpected“' KwaZul »
. growers, 10 receive about -
R14 mtlhon by | 1982 o
¢, ~The find was, also tsed t0- |
bulld ‘three' STEW.: farmiers -
trammg ‘céntres at a cost of |
ZR596 558 -and wnthm the '
“fitst’ year’ more,, “ than 6 000
. meri’ and: women:, attended &
wider varlety iol‘ short

1 courses e

i nThe Tunid: also sponsored’
travel cand " study -.grants, to

- enaple; le leaders ‘andspotential

< visityot ther |

[ study ‘develop- .|
“imentati and. techniques P
i in. rural:commumtles outsnde i

LSouth PATHCA. e g v
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DOUBLE STOREY HOSTELS IN TANGA ZONES

Sugar Agreerer
failed to induce 4 re¢
export prices. . X

Mr., Chance described as
“unwise” the Government's
decision to reduce the con-
trolled selling price of sugar
at a time (in 1974) when
production costs and infla-
tion were rising.

He also blamed the
Government for delaying the
increuse in the local market
price of sugar in spite of
repeated warnings from the
industry that a crisis was
looming.

“Iricyeases had to be 50
large to keep the industry
wivent that there was im-
mediate consumer
resistance.”

He said the price-rise,
when it came, was too late

| Siabilisation Fund falling
| from nearly R100 000 060
to its present R9 600 000.
 Asked to give his views
on the cut in quotas, Mr.
I Peter Sale, general manager
| of the South African Sugar
Assodiafion, yesterday
described the reduction as a
“crisis [of the industry.”
He “said ~South Africa’s
sugar ‘exports had drppped
from | 300 000 tons in1977

y
b

| and had led to the Price :

He sgid the reason for this
.:a;rgqssi\g Mgﬂd surplus
CSUBAL . T ks b

Mr. Sile. sdid™world
stocks ,of “sugal ~were es-
timated at 33 million tons --

a surplus of 10 million 1ons

which“could pot be sold.

According to Mr-Sale the
viral collapse of the world
sugar market was due to the
faflure of the American

Congress to ratify the Inter-

national Sugar;Agreement.

He saiq-jﬁglerjpg was the
world’s llrgestiimporter of
stigdr and;hecause-ofiuncer-
t‘é_inty‘fql!g')Wing‘t‘h@"lf‘%cfioh.
thehwonldi'pribe of sugar;had

reimaified at a fow of £100 a

ton instead of rising, as had |

beep’ hoped, to £146 a ton.

T

T

Al

3 .*ll'ﬁE‘South. African su
giowers may have to gell their farms 2
‘ "be left standing

2 1473 percent and if the post
tion did ‘not improve nex

o scason cuts of up to 30 per-

g 1 cent. Were expected. .

total effective cutiin |

production co:ppared with

liast season, will, for ‘most . pleanivthat, many
8 percent” 44

. \n‘; o

'i‘he

growers, average
for this scasomn.

Agricultural Correspond:::t b é}; cane
v is facing one of its wWOF Aan
B far nd ang estimated 2 00 ‘f-cane is

. T IRt ﬁ :
This Sk e én i\ ‘fsﬁtﬁé”loss in tncome.

| dyes made Db e Some 20 million tons of

R

at the-end of;this seaso.

&Y {hidreda/ofthedtares of

: Chapce, when he ad- nO¥ nbhidgedsiobRoe o

“Iicr)hé}sedithé ‘association’s an-  SUBSS cagWouldiremain un
ij‘a""ﬁ\‘éeting-" .. “ cut. k 1‘:. _

. " Mr. Chance said it had Mr. Ci.‘g‘?cfh 54

. been hoped thdt such large L?-g:lﬁgaoh %ere' e.

‘ -would fiotihave to be W, e

£ cuts ‘would not:ih South Africe wa

s L, a5 st
- made. s o, e 4
market ;:for. ' 1655 tihim,lb
sugar  COStS ot"-lprod%non ??r '

Wwould be forced to The lirge price inctedse.to
consumers hat reduced local
market sales by nearly
percent last season;fgnd

The new .International

The: drastic _aqt{c_in taken
the  association wou

farmets
el their farms because they

j
i

& Hoagoitd not, be able to survive

‘ by the chairman of:the he
gpgut)t’\ African Cang cane were due 1O b; o £
Growers’ Association, M. harvqsted this season an \

8 e " e T T o

PRRSTALI . ". o 5 A_m;_: N .. -
INSIDE A HOSTEL 1IN .
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Price rise probable next year i
NO - tofblag

|
‘1{.:‘3 1 ‘: ;_’ 19 u:' o \‘
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Lo oSy mmore

Agricuttural Correspondent
THE DOMESTIC price of sugs

-

oversens market.

Following the announce
ment  that  production will
have to be cut by reducing

. quotas, sugar ndustry  of-

ficials believe that the
domestic consumer will have
(i pay hgher prices hefore
the end of the scason in
April next year.

The industry knows that
putting up the price will
damage the local market.
Last season, following sub-

stantial price fukes, sugar '

sales fell by 96 000 tons or
8.4 percent,

According to Mr. AL
Ardington, vice-chairman of
the S. A, Cane Growers' As-
sociation, “a further price in-
crease while absoluiely vital
for the industry, will
neverthcless adversely affect
consumption still further.”

Chairman of the Cane
Giowers' Association. Mr.
John Chance, said yesterday
that the Government would
have to step in and assist the
industry. |

Future bleai

. “They won'’t leave us to
sink but at the same time
“growers and millers will have
to absorb much of the loss.”

And the future,for the in-
dustry does not Jook bright
at the moment. General
Manager of the 5. A. Sugat
Association, Mr. Peter Sale,
said yesterday that world
stocks of sugar will total
some 33 million tons by
August this year — 4 level
which will be considerably in
excess of the normal level of
18 to 20 nuilion tons.

Mr. Sale said other eon-

"
v

Momueghie

%

yributory lactors o the e
sent uncertainty i e i
pational supdr ket weee
the lailuge ol the Umted
Yraies Lo dale to ratly the
International Separ Agiee
ment  and  the heavily-
subsidised  expoils  being

e e ST ST -

s

¢ wilh almost ceriainly g0 up nexi
year as 8 result of the tow pilce of sughs both on the local und
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T

LT

made by the P U owhe
have. he sad, “not shown
any definde sys of [inding
4wy wf o the apree
ment.” |
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LOMDON. — Sugar season 2 37-million t and sold 1.38 international sugar agree-
brolters in London say Czarnikow estimates that million t‘to Japan, Canada ment. But producers have i
there will be a huge world sugar output will be == e 2% MR NS and the US. This year the been heavily subsidised (it

worldwide surplus in 92.7-milliod toms. while CON-  yere. that stock levels could  erations. volume of exports will be of EEC taxpayers momney _
1978. This indicates sumption will_be only 85.7- pecome as much as 38 per ISA are subject to export almost half and there is a and. says Czarnikow, the

jow export prices for million tons. By the end of  cent of consumption as the  quotas which are 85 per likelihood of depressed sugar secior has become

et

i et i 8 e S

" August world stocks of su- prices. one of the largest drains on

Sout _ - foi: year progresses. cent or 81,5 per cent of - jargest

mww_. Wwﬂ.mﬂﬂm__ﬁmﬂ MMM M_mnn mwhm could reach 33-million Ecwm_mﬂ_m mnw_."o,hmamm that agreed. basic export ton- Mﬁ_m South >?._nm~5 mcqu Msﬂ._wa EEC's agricultural
- e ISA has he the - . i in- 1 try’'s can at st be -iungd.. -

to cui exporf volumes Sugar an alysts say the pet: without it p mar- _nages South Africa, for in ndustry’s can at lea

=4 prices would {stance. has in terms of the comiorted by the fact that the EEC's surplus of
once the new interna- minimum stocks for €arfy- pave been much, lower. But " agreement an annual basic it is much more officient ‘white sugar is in the region

1ltional Sugar Agree- ing purposes will be around [ D. and F'. Man notes that  exporl tonnage of 875 000 t. than many other coun- of three-million tons. The

“ Y ment fakes effect. a0-million tons — about 20 py maintainmg an artificial- The quoia system allows tries.” says a sugar econo- internal price for_the EEC
Sugar brokers Ed and F. per cent of consumption. ly high price. the_ agree- South Africa. to export only . mist. “In relation to others, s 240 pounds. With white
" il Man and C. Czarnikew say The true worldwide SUr-  ment is also discouraging 713 000 t of sugar from April it is also not over-ex- sugar quoted at 111 pounds,
1 world sugar production will -plus is thus 13-miltion tons. consumption.. Under a free- 24, this year — @& sharp tended.”” . the EEC's agricultural fund

exceed consumption by sev- When the market was mmm market mechanism, cen- reductionon previous years'-  Thailand and the Phiili-- must finance the differance.

| en-million metric tons this ble in the ﬁmmw.mﬁaw_ Mcﬂmc sumpiion would be rising. exports. _ pines. othet cane producers. According to the market,

!| year. R sugar stocks us ; o be rapidly in response to uf- it 1975. South Africa pro- - are especially vulnerable to . the EEC must have sold af

| The price continues to to 30 per cent © consump- -pestricted prices. duced 1.97-million tons and ‘the mistortunes in the world least 15-million t at prices

‘I fluctuate near its year's tion. . - The IS& aims at stabilis=  exported 808 G000E. ‘market. To limii sugar pro- - of 100 pounds below the in-
1low, -with the London. daily When stocks reach, or ex-  ing prices Heiween - ~d  In 1976, SA sugar producers, -duction. Brazil has decided - ternal price — hence the
Jdprice at 98,50 ﬁ.oﬂ:@m a ton - ceed, 30 per cent of world - 2ic a pound, by owmuinisg gutput was 9.11-million t.of:- o convert fiearly 2.1-million ~-drain on the agriculiural ,
ifthis week, while in New nonmﬁaﬁ:o:. the market the flow of expoiis «a.fhe  wwhich 859 000 t were expori-# {ons into alcohot. “fund apd taxpayers’ ﬁcnw..w

i York the July price was- will be depressed. The over- free market throngi = » . . ~ " Common -Market coun-~ ‘ets ° ) -
M_.H_...cqn for the 1977 to 1978 supply situation is so se- qugias and bufferssimot oo *ast year SA produced  iries are not subject to the - o $ee LiST Caged . j
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SUGAR prospects look
grim and there’s liitle
hope of a revival in
the next few vears,
says Tongaaft Chair-
man Chris Savsnders in
his annual report.

Prices are depressed
worldwide. indicating re-
cord outputs. and heavy
. stocks held by exporting
couniries.

Pleading for an in-
crease in the domestic
price of sugar, Mr
Saunders points out that
even with ratification of .
¢ the new Internationaj Su-
F gar Agreement. Tongaat
-and the-rest of the South
- African -industry will . be
runable . to recover ‘costs
_through - export _and 'do-""
'mestic sales. =
. Until the new agree-
Efnent;-aimed-at stabilis

Stabilisation Fund is
shrinking fast. At the end

of the 1978 season it had ,

only R96-million — one-
tenth of the figure three

The building industry

‘the -Growers’ Associ-

is admittedly still de-
pressed, but another big
deterioration is not ex-
pected. Major benefit of
the Primrose deal is the
ieading position it gives
Tongaat in the brick-
making field in the coun-
try. -

Further benefits will
soon be felt when Prim-

years ago. -
Tongaat has had a re-
cord vear, increasing its
share of industrial sugar
output and raising ii»
contribution to group
pre-interest profits by 46
per cent to R5 7-million.
Mr Saunders does not
say what effect he thinks
the depressed sugar mar-
ket will"have on group
profits and does not refer’
to the 23 per cent cut in

will bring about big sav-
cane quotas imposed by . )

ings. ’
The potential for-a
surge in profits neverthe-

atiop.
. less

» But-he expects that the . .1
Primrose acquisifion will ™1 che
help offset the loss of 'for low:cost housing. The

di- -group is preparing: for

rose and Coronation .
merge. Rationalisation -

- particularly

Jhinges en the State : .
mpiementing . schernes-

e
=t

¥

rise this year.

Interest last year took
30 per cent of gross prof-
its, but any future bor-
rowings are likely to car-
ry lower rates, as the
rates patiern is well
down on a year ago.

The sugar gloom, em-
.phasised by Hulett’s set-
back — Tongaat derives
_considerable investment
‘income from Hulett’'s —

sinesses and moving into
new areas based on] a.
minimurn 14 per cent
after-tax return on.cin-
vestment. .

The recession has left
a wide choice of listed
and unlisted firms ready
for takeovers. Some of
these firms, given the
Saunders ginger, can be
run. more efficiently and
be the -answer to Ton-:
gaat’s - aims. Many Y of
these firms can be had at["
far less than the net as-~
set value. R

: "The “Tongaat picture.
. changed much last year,._
in the com-"
position of ifs debt,- . .f

.. Short-term debt repay=
“ments amounted to ahotit
R7-million, while long:.
term_debt: increased by’

much progress this year
_en the building side,
makes it difficult to be
more optimistic than the
chairman.

Even with an increase
 in thee
i-price and a yield of 8
{-per "cent at 310c on’a
repeated dividend, thé
I.shares do not offer much

4

WASHINGTON. — A stand-
off between the Carter ad- _ By u,_ﬁmzm SAUNDERS A
. ministration and the US The president’s chief
Senate aver domestic-sugar eccnomist has warned of a
legislation, may delay im- presidential veto of such
plementation of the Interna- “inflationary™ legislation.
‘tional Sugar Agreement The agreement’s objec-
{ISA), but both sides agree tive is to use stockpiles and
that seoner or later it will export quotas to stabilise

and the improbability of. -

domestic _sugar -

cent at 310c- on~a.

be enforced.

The. June 30 ratification
deadline will arrive long be-
fore Senator Frank Church
and his sugar-state senators
reach accord with President
Carter over providing suffi-
cient price suppori for
farmers.

Senator Church, whose
Foreign Relations Subcom-
mittee has jurisdiction over
“the ISA, has said he won't
‘touch the pact until US
growers_are assured recov-
ery of production costs.

- However, to prevent the
agreement from folding be-
cause of -lack'of US partici-
«.pation, it is.expected that
. 4hé ISA will vote this week
_2to extend the*deadline.

On one side of the pilched

Lo hE

raw-sugar prices between
11 to 2ic.

Although the pact bas
been ratified by many other
countries, US participation
is considered necessary.to
make it a success, and to
push the market up from its _
present 7.25c. - .

Independent sugar-indus-
try observers are similarly -
pessimistic about the pros- .
pects for early US approval
of the agreement. TeoLT e

“1 think we will have
ratification eventually,”” -
said John Stein, iropical -
products speeialist with .
Shearson Haydeh Stone. .

“It’s not a matter of not
ratifying — just .a question .
of some delay. Bot when .
-one delays ratification, it-,
further delays. whaiever

umea-ay SIALs., cearnings in the sugar, 1p 1 . ey : Tt A s e g s uriie ; 5
mmnm .mn.m@@mﬁwn& ,.,Emwu..,ﬁ..,mwmczm Bk &;Cm; - = osuchan occasion.. <577 o #R14:Fonillion: bringihe: . ma.mu..m sho¥l" term. ‘Those ~¥battle is-the Carter adminy positive . aspects the. ISA:°
Theds®sig accepted,~all 7 He- ; ts earningsdin. -~ M Saunders sayshe Is = sqaht o 980 Eae n g:g wwilling g9 wait for dstration with a proposal {0 might, in-time, have.”” . -
Wn. tries  “must-. expect v e €xpects earnmgsin: - WU tent to y he © “debtsto 2679 per_-cent=oly, M..m ders “to unlock that - -guarantee US growers : Mr Hurt said: ‘‘We don’t »
3 o:a.ﬁ.__._mﬂu. E:w ,;ﬁ.%mﬁ :~the current year.to qam g .moﬁ,no_w ent to ~mmm<m i € capital- employed. — :up. m_mw_:_ ers ..mm.m.“.,.&wo s &.aﬁ?mun..m_ ‘poyind For. zaw St Seowery much o the bright -
3§20 pass v%ﬁmh."_.mz. i the safne as last year’s: -_presenl .basket of Ton- :; from 1944 ‘per  cent “but .wg.am_.%m ot .n%u s f ~BAT. Onthe other sideisTside for the ‘sygar-maiket.s
ﬁm“,ﬁwm%w stz financial si5hes6] Beatine 197 ..ﬁ&%w S st 3 thinzthe, group’s’s; L1€ Tet assel «value: 0! “Senator-Church’s faction,:*The longer wi& go without
tresshe Job Soveral oo iwhich -2 -20¢524c) A33:pdrg. JA2¢ —and go acquisitive - which ‘supports a Bill '0.7a fully operative agree-":
ISrane s T AW e N HieFalssre . ﬁﬁ?ﬁwﬁmﬁnﬁuﬁ&& i 00St- ¥AW-Sugay ‘Prices to: ment, “the less promising
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LONDON. Sugar
brokers in London say
there will be a huge
worldwide surplus in

-1.1978. This indicates

low export prices for
South African produc-
ers, who will be forced

once the new Interna-

tional Sugar Agree-
ment takes effect. .

‘world sugar production will

.

% T

cPrice::al-98 50, potndsya. fon
thisyweek ;. whilefin
York:. the  July pric
<7, 07c for the~

‘was

1977 to 1978

1o cuf export volumes

| "Sugar brokers Ed and F..
{{Man and C, Czarnikow say

.u.wmwlu if :\.m,u "_Sm wu.m.m
ice sgontinyes - tog

~ceed, 3

season.
Czarnikow estimates that
world sugar outpul will be
92,7-million tons. while con-
sumption will be only 85.7-
million tons. By the end of
August world stocks of su-
gar could reach 33-million-
tons,
" Sugar- analysts say the
minimum stocks for carry-
ing purposes will be around
20-million tons — about 20
per cent of consumption.
The ittue worldwide sur-
plus is thus 13-million tons.

-exceed consumption by sev-, When the market was sta-

‘en-million metrig:tons this~ ble in the past, total world
i “54y-spgar stocks used to be 20

t0-30 per cent of consump-
:.o.m;ﬂ.m...w L aneT
hen stocks reac
0..per “cent':of; world

- the markel

tion. 1
epréssed. The over-

f T e BT

¢onsum
will be

. supply situation is so se-

facing

-market mechanism,

e

g cuts

By NEIL BEHRMANN'

vere, that stock levels could
become as much as 38 per
cent of consumption as the
year progresses.

Dealers acknowledge that

‘the ISA has helped the mar-

ket. without it. prices would
have been much lower. But
E D. and F. Man notes. that
by maintaining an artificial-
ly high- price, the agree-
ment is also discouraging
consumption. Under a free-
con-
sumption would be -rising

rapidly in response to un-

restricted prices:» = ..
' ¥The ISAsaims “at “stabilis-
ing -prices “between llc and
2lc a’ pound. by regulating
the flow of exports to the
free market through export
quotas and buffer-stock op-

erations.

ISA are- subject to export
quofas which are 85 per
cent or 81.5 -per cent of

agreed, . basic export ton-
nages. South Africa, for in-
stance, has in terms of the
agreement an annual basic
export tonnage of 875 000 t.

The quota system allows
South Africa to export only
713 000 t of sugar from April
24, this year — a sharp

" reduction on previous years’

exports.
" In 1975, South, Africg pro-

duced.. 1,97-million tons and

e

exported 808 0000t.

In 1976, SA sugar producers’
output was 2.11-million t of
which 859 000 t were export-
ed.

__Last year SA produced

2.37-million ¢ and sold 1,38
million t to- Japan. Canada
and the US. This year the
volume of exports will be
almost half and there.is a
likelihood "of depressed
prices. .

""The South African sugar
industry’s can at least be
comforted by the fact that
it is much more efficient
than many other coun-
tries.” says a sugar econo-
mist. “In relation to others.
it is also not over-ex-
tended.””

Thailand and the Philli-
pines, other cane producers,
are especially vulnerable to
the misfortunes in the world
market. To limit sugar pro-
duction, Brazil has decided
to convert nearly 2.1-million
tons into alcohol.

Common Market coun-.

tries_are not subject to the

e — ] _——

international sugar agree-
ment. But: producers have,
been heavily subsidised out
of EEC taxpayers money
and. says Czarnikow, the
sugar sector has become
one of the fargest drains on

the EBC':
fund. AR | .

The EEC’s surplus of
‘white sugaf“ig:in'the region
of three-million.;tons., The
internal; pricerfor the’ EEC
is

si, agricultural

240 pounds’*With white
sugar quoted;at 111 pounds,
the EEC’s agricultural fund
must finance'the difference.
According’ to. the ‘market,
the EEE-must have:sold at
least 1.5-million t-at prices
of 100 pounds below the in-.
ternal price- — -hence the
drain on 'tlie . agricultural
fund and taxpayers' pock-
ets.
o See also Page 4
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sugar revival

SUGAR prospects look
grim and there’s little
hope of a revival in
the next few vyears,
‘says Tongaat Chair-
man Chris Saunders in
his annual report.

Prices are depressed
worldwide, indicating re-
cord outputs and heavy
stocks held by exporting
countries.

Pleading for an in-

. «crease in the domestic
i price of sugar, Mr
| -Saunders points out. that

even with ratificationrof -

. the new International Su=*"
" gar Agreement, Tongaat

and the rest of the South
African industry, will be

| unable to recover cogsts
" through export..and-.do- -

mestic sales. . b
Until the new agree-

" ment, aimed at stabilis~ -

ing international mar--"
kets, is accepted, all
countries **
to pass through a diffi-
cult period of financial
stress’” for several
years.

Meanwhile, the Price

"y

Stabilisation Fund is
shrinking fast. At the end
of the 1978 season it had
only R9,6-million — one-
tenth of the figure three
years ago. -

Tongaat has had a re-
cord year, increasing its
share of industrial sugar
output and raising 1Ls
contribution to group
pre-interest profits by 46
per cent to R5,7-million.

Mr Saunders does not
say what effect he thinks
the depressed sugar mar-
-ket will have on group
profits and does not refer
to the 23 per cent cut in
cane quotas imposed by
the Growers’ Associ-
ation. :

But he expects that the
Primrose acquisition will
hélp offset the loss of
“earnings in the sugar di-
vision.

“He expects earnings in

must expect ™ the current year to be

the same as last year's:
65,2¢ (61,8¢ in 1976-77)
from which a 25¢ (24c)
dividend was paid, and
covered 2.6 times.

By DON WILKINSON

The building industry
is admittedly still de-
pressed, but another big
deterioration is not ex-
pected. Major benefit of
the Primrose deal is the
leading position it gives
Tongaat -in the brick-
making field in the coun-
try.

Further benefits will
soon be felt when Prim-
rose and Coronation
merge. Rationalisation
will bring about big sav-
ings.

The potential for a
surge in profits neverthe-
less hinges on the State
implementing schemes
for low-cost housing. The
group is preparing for
such an occasion,

Mr Saunders says he is
not content to leave the

present basket of Ton- .

gaat interests un-
changed. Expansion will
inevitably result in the
acquiring of existing bu-

No hope of quick

*

sinesses and moving into
new areas based on a
minimum 14 per cent
after-tax return on in-
vestment.

The recession has left
a wide choice of listed
and unlisted firms ready
for takeovers. Some of
these firms, given the
Saunders ginger, can be
run more efficiently and
be the answer to Ton-
gaat’s aims. -Many of
these firms can be had at
far less than the net as-
set value.

The Tongaat picture
changed much last year,
particularly in the com-
position of its debt.

Short-term debt repay-
ments amounted to about
R7-million, while long-

" term debt increased’ihy

R14,3-million, bringing
debt to 26,9 per cent of
capital employed — up,
from 244 per cent but
still within the group’s
target limit of 33 per
cent. Mr .Saunders’s re-
marks indicate another

CHRIS SAUNDERS

i
rise this year. |
Interest last year took |

30 per cent of gross prof-
its, but any future bor- |

. rowings are likely to car- |

ry lower rates, as the
rates pattern is well
down on a year ago.

The sugar gloomn, em-
phasised by Hulett’s set-

. back — Tongaat derives

considerable investment .
income from Hulett’s — |
and the improbability of !
much progress this year
on the building side,
makes it difficult to be
more optimistic than the
chairman.

Even with an increasge
in the domestic sugar
price and a yield of 8,1
per cent at 310c on a
repeatéd - dividend, the
shares do not offer much
in the short term. Those
willing fo mﬁmﬁ for
Saunders to ‘unlock that
58 per cent discount to
the net/asset value of
742¢c — and go acquisitive
into the bargain — could
have an exciting ride.
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phosphatic fertilizer

>~ imporis
“Why should we allow

imports of fertilizers at

prices which are temporar-
My at levels below their
€osts of preduction- if this
-serves {o destroy our indus-
. try?” asks Dr Luitingh.
A On the other hand, if the S :
.~ low prices are temporary, SRR - i
{... are they really a threat? Raymond Ackerman
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e agreement is supposed
§ in export quotas have
Kince then. Producers’

. basic; port tonnages are now generally

operatingiat82,5% of original levels. But
pncelethe fmled to turn upwards and
are now'trading in New York around 7c
per pound “Behind the general bearish
sentiment there is a growing disbelief in
the effectiveness of the ISA,” commented
commission house brokers Bache, Hal-
sey, Stuart in their latest review.

But in fairness to the ISA it is having
to cope with a crushing stock overhang.
Production is seriously outpacing con-,;
sumption. A spokesman for Londom
sugar dealers Czarnikow believes that.,
world-wide stocks could rise to 32-33 Mt’

. by thé fend of August. News of a massive.

Cubdi“harvest definitely hasn’t helped
matiers®“According to no lesser per-
sonage than Fidel Castro himself, Cuban
production will exceed 7,3 Mt this year,
the country’s second hlghest output ever
(in 1970 Cuba produced 8,5 Mt).

News of Castro’s harvest success has
come at precisely the wrong time for the
sugar market and the ISA. Also, Pre-
sidént Carter’s showdown with his sugar
producers is inopportune. The dispute
revolves around producer demand for a
17c per pound guaranteed price to be
introduced via a system of import control
and tariffs. President Carter objects and
has offered a dégree of siipport 3¢ below
that level. This has proved unacceptable,
and unfortunately for Carter, one of the
senators- on the receiving end of some
stiff lobbying from farmers back home is

E 23/t fo¢

ggmﬁ%

LI -ﬁ*’gﬁ DT R :P '
T Signposts

Currerii  1'Weekago :"Month agd Year ago
RDM 100 2422 2279 2237 176,5%
% change o — 6.3 83 372
P/E ratio 47 Jig 451 45 3,2
Div yield 8.9 9,3 9,1 12,1
UK FT Ind 463.4 474,68 470,6 442,06
% CRANGE OMN cuvcssrsmmisasssirnrensessssnsrsises — —2,4 —1.6 4.8
P/E ratia 8,1 8.2 7.9 9,1
Div yield 5.8 5,6 5,6 53
US DOWJONOS .......oooerrereneeerncnsssrrrsnnes £830,0 8572,0 8453 928,6
% change on — —3,2 —1,8 —10,6
P/E ratio* 82 9.5 9.4 103
Div yield* 5,1 4.9 4,9 43
Gold prica {in US $ London)................. 1864 182,6 1841 141.2
% change on — 21 2,9 32,0
Krugerrand {Rand}
Public selling price ... 186,4 182,0 180,0 141,2
% change on — 2,4 36 32,0
*Standard & Poor index.
Public buying is 10% below, subject to negotiation.

&

senator Frank Church of Idaho. He is the
chairman of the senate foreign relations
sub-committee, which is consequently
blocking ratification of the ISA.

“We are confident some compromise
will be achieved,” the ISO’s executive
director Ernest Jones Parry told the FM,
But there are those in the trade who are
worried that a deal granting US farmers
guaranteed prices beyond 14c might
stimulate extra production.

There are two other points. The non-
ratification of the agreement, by the US
has been a key factor in helping, io delay
by thréé months the introduction-of Arti-
cle 51 of the agreement. This relates to
the raising of funds from levj¢storfinance
the ISA’s 2,5 Mt special stock, 40% of
which has to be accumulated this year.

l
Finance for this stock, though sitall com-
pared with producers’ overall stocﬁ
financing burden, will now be delayet
until at least the last quarter of this yeaﬁ'
— a measure proposed by the ISO}
executive committee last week.

The other point, according to the
Czarnikow spokesman, is that the origi-
nal decision by the US government t0
become a member of the ISA had been a
“rallying point for several Soufh Ameri-
can governments.” But now “people are
a little discouraged. You can’tqgnore the
US situation,” he added. -

- Meanwhile the executive--committee
last week put back the ratification dead-
line six months to December 31 to give
the US and others, numbering around 20,
further breathing space.

" -

London sugm' pnces ha e een shaken
by yet a further bout of gloom penerated, s
by growing disenchantment with the new =
International Sugar Agreement (ISA) ° '
and news from Havana that Cuba’s ' -
sugar crop this year could be around .. -
800 000 t higher than last year’s 6,5 Mi. o
A serious domestic sugar dispute bet- B
ween US producers and the government .44
is also having both a direct impact on = ¥
* gentiment, and also an indirect effect — .
one of the consequences of the row is
that Washington cannot ratify the ISA -
for the moment. By Tuesday tlie London
Daily Price had slipped £5 to rmd March
lows of £95 per ton.
The ISA came into prowswna] effect
on January 1 this year and, as prices ,
have been below the USl1le-21¢c per
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1. Milnerton Municipal Area 1
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in { ® Productivity pajng .5 long “About 27% of this season’s export
Experiments atyAgau_ls are possible, - . allocation unider the ISA has been eiizhoer
that by cutting the!g;uklﬂu have shown s priced-or, hedged forward on the-futures
ing ard erushin e between harvest- ‘¢ market to average £113/t, which is some-
Thel % season g cane by 12 hours, over ectricity, what better than the ruling price gf
could bo po another 10000 ¢t of sugar . £95t,” Frank Jones told sugar millers in |
doo tity of canl;r-Oduced from the same quan- -  There TDurban on Wednesday in his a:LSHEIl '
eng ;eg]ane tlranSpo“ cost quarrejs havei A bath, wi1§2iﬁg,;a£sioglg%rggs to the SA Sugar |
Schemesfgfxgg il?tndf? new distribution Othier points he made were:
0 cliect on May 1. ® DomesticUmarket sales of sugar

The houses are allocated py ine orAB and tenardmoppedcby.8.4%, with mamifacturers
, . . Ce s offtake down 12,3% and direct consump-
which is subject to numerous conditions impose ™y umvaran ; )

The BAAB will permit improvements to be done & '« -;art’

is stipulated that all improvements become the "y m
LA .
no compensation can be claimed if the house *-<6x =~ .
U/?? by, N .‘y“v.,
Ok

Despite these restrictions, many houses have been extended and improved.

The tenants have added bedrooms, diningrooms, lounges, kitchens and bathrooms
whilst in a large number of those houses without additions, electricity,
ceilings, flooring and cupboards have been installed. Comfortable and
attraétive interiors are often found in a house which outwardly differs little
from its neighbours.

Problems: Occupants wishing to improve their accommodation face great
difficuities, not the least of which is the problem of getting plans drawn,
submitted and approved. To avoid paying high fees, many tenants employ in-
experienced draughtsmen to prepare the drawings and often find that the
resultant plans do not comply with regulations. To the average Black house-
holder, the approval process appears lengthy and complicated. The proposal
must be submitted to the Township Superintendent; to the BAAB Department of
Works and finally to the City Council or Divisional Council, entailing numerous
inspections and considerable time.

Other problems are of a technical nature. Because of the design of the
original house and the construction in terraces, additions are difficult and
costly. In all but the houses at the ends of the terraces, extensions are
limited, as shown on the plan, to the back or front of the building. In
addition, further problems become evident when the addition of even a single
simple room is considered. Firstly, the existing eaves level is so low

that it is impossible to make the ceiling of the proposed new room high enough
to meet existing building regulations without a fairly complex and expensive
roof structure. Secondly, the new room is Tikely to obscure the windows
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The Tongaat Group Limited

Chairman’s Statement

Review of the 1977/78 Year

It is my pleasure to report to
shareholders that the Group
has for the ninth successive
year achieved record sales,
profits and earnings per share.
The turnover of the Group
increased by almost R15
million to R160 million, while
the consolidated profit after
tax increased to R10 760 000.
Earnings per share increased
by 3,4 cents per share to 65,2
cents per share. The achieve-
ment of new records under
the difficult circumstances that
have faced the Group is indeed a credit to management and again
reflects the justification of the diversification policy of investment in
contracyclical industries that has been pursued over past years.

The Sugar Division returned excellent results and the profit of the
Division increased to R5 781 000. The profit was achieved on a
record level of production, together with an increased share of the
total industrial sugar production. Unfortunately, the short term
outlook for the Industry is bleak in view of the depressed world
prices and record production levels coupled with the heavy stocks
held by exporting countries. The situation that is now faced by the
Industry is one where revenue anticipated from export sales under
the new International Sugar Agreement plus domestic sales at
current prices, will not be sufficient to cover costs and the modest
return on capital which is permitted by Government. The balance in
the Fund at the end of the 1977/78 season stood at only R9,6
million, compared with three ago when it was R94 million.
This balance will be completely used during this year and on present
indications there will be a considerable deficit in total Industrial
proceeds. It is a fact of life that a degree or cyclicality in world prices
is inevitable, and it is therefore essential that the domestic price
should be pitched at a level that will provide a stable base of revenue
for the industry, so that the Price Stabilisation Fund will be able to
functon as it was originally intended.

During the past ten years, the Sugar Industry has made a significant
contribution towards the balance of payments of South Africa by
becoming the exporter of one of the largest single commodities
capable of earning foreign exchange. In fact, sugar has reached the
position of being one of the main producers of foreign exchange
and during the past six years has earned R1 000 million.

As has been stated before, in the absence of an effective Inter-
national Sugar Agreement from 1978 to 1978, the past five years
evidenced serious disruption and wild fluctuations in prices.
Hopefully this is a temporary situation and the new International
Sugar Agreement which was ratified on 1st January 1978, is ex-
pected within the next two years to restore order and stability to the
world market. In the meantime all sugar exporting countries must
expect to pass through a difficult period of severe finandal stress.

The Industry has an export potential of one million tons of sugar
per annum. Contrary to popular belief that the export market has
always been a dumping ground for cheap sugar, it is necessary to
emphasize that sugar sold in the South African local market has
always been among the cheapest in the world, and therefore it is the
export market for South African sugar that has subsidised cheap

S
Mr CJ. Saunders, Charrman

sugar for South African consumers. This staterment is proved by the
fact that since the end of World War 11, the net return for sugar sold
in the export market by South Africa has been higher than the net
return allowed by Government for sugar sold in the local market
during no less than 20 of the past 33 years.

The Indusiry is committed to long term investments and contracts
with major importing countries, and if it is to maintain its position
as the fifth largest sugar exporting country in the world, then it is
necessary for the local market to make its contribution to the
economic viability of this primary agricultural industry which is one
of the pillars of the national economy.

The Building Materials Division marginally increased its contribu-
tion to the Group’s earnings in the year and [ believe this achieve-
ment is a credit to the versatile and innovative response of manage-
ment to the changes which it experienced in the market place. The
changes in the brick market during the past two years have been far
reaching, with the traditionally large percentage of brick production
that has been absorbed into white residential housing declining
significandy. This reduction in demand has been accentuated by the
fall off in immigration which over the years has represented a
significant factor in new housing. The impact of these changes has
now been absorbed by the brick industry and conditions should not
materially deteriorate any further. It is expected that demand within
the construction industry will revive, but that it will be relocated in
new sectors such as low cost housing, and the Building Materials
Division has instituted planning to adapt to the changing cir-
cumstances.

The acquisition of a 33 percent interest in Primrose Industrial
Holdings Limited, which represents a major thrust by the Group
into the Transvaal area with its concentration of consouction and
building activities, now means that the Group is strongly
represented in all market areas and will benefit from increased
localised demand arising in any part of the country. it has been an-
nounced by Primrose that they, together with Coronation In-
dustrials Limited, are investigating the possibility of merging the ac-
tivities of the two groups, either in whole or in part, in order to
maximise operational economies for the mutual benefit of
shareholders and the building industry.

Whilst the Textiles Division was unable to match its profit perfor-
mance of the previous year, its results are pleasing and creditable
when viewed against the extremely difficult conditions experienced
in the textile industry, The acquisition of Prilla Mills in Pietermaritz-
burg during the year extended the range of the Division and in-
creased its ability to adapt to changing customer requirements.
Despite the problems of the industry, I view this as an area in which
there are substantial rewards for dynamic and aggressive manage-
ment, and I believe the industry will continue to offer opportunities
for growth in earnings in the coming years,

The Foods and Feeds Division profit contribution increased
materially due largely to the success of the Mushroom operation in
both the domestic and export markets. Improved profits were also
achieved by the Feeds companies which flowed from product
development and capital investments undertaken in previous years.
Unfortunately, the egg industry suffered from enormous surpluses
during the year and the operation was not able to earn a profit. I
believe the situation within the egg industry is now so serious that
action by all concerned must be taken to ensure its future stability.

United Electronics and Trivetts enjoyed a good year with Trivetts
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recording a 30 percent profit increase despite the depressed con-
ditions perwining 1 parts of the electrical engineering industry.
This Division is very well situated to expand and to exploit the op-
portunities that exist in its fields of activity and I feel confident that
its contribution to Group profits will increase substantially over the
Coming years.

Group Financial Goals and Objectives

The Group has achieved an enviable record of growth in earnings
over the past 5 years and, despite the relatively modest increase
recorded in 1977/78, has the structural and financial potential to
average a comparable growth rate throughout the span of its plan-
ning horizon to 1982. The realisation of this potential within that
time span depends to a great degree upon the limitations placed
upon the Group by the state of the economy and political
developments. '

The expansion of the Group to achieve its growth potential will in-
evitably result in the acquisition by the Group of existing businesses
and expansion into new areas of activity. It is therefore appropriate
to view acquisitions against the Group's stated investment criteria,
particularly bearing in mind the objective of a 14 percent after tax
return on investment. Under the present economic conditions it is
not unusual for the net asset value of the acquired business to ex-
ceed the price paid. In such cases it will be the Group’s policy to
regard the new investrnent on which to measure the return as being
the sum of its cost to us, together with the total interest bearing debt
of the acquired business. In the case of new capital projects under-
taken by the Group the return criterion remains a minimum of 14
percent after tax.

We do not believe it is prudent to revise the limits set to our long
and short term borrowings in relation to capital employed,
although such borrowings will increase to higher levels than ex-
perienced in the past, but we expect to be able to maintain the posi-
tion where total interest bearing debt of the Group ranges between
30 percent and 83 percent of total capital employed.

In my review last year, I referred to the ongoing programme which
the Group is following of improving the overall return on capital
employed, and I am particularly pleased in the circumnstances to in-
form shareholders that further progress has been made in this
regard. There is still scope for improvement and the programme
will be continued.

Labour Regulations

The Group is conscious of the need that exists within the South
African scene to move speedily owards the elimination of dis-
crimination based on colour, and is reviewing the various dis-
criminatory measures which continue to exist in its operations.
These measures will be evaluated in the light of the statutory con-
straints and requirements of the country and, where the continua-
tion of such practices is not obligatory, the Group will take the steps
necessary to reduce and eliminate such discrimination,

The necessity for the removal of the differential in emoluments paid
to Black, Indian, Coloured and Whites has been recognised and the
Group has introduced the Paterson Job Evaluation systemn. In terms
of this systemn the remuneradon of any particular person is dictated
by the decision-making activities inherent in his position. The con-
ditions of service and remuneration of every employee of this
Group will then be related to the applicable Paterson grade, and
will be independent of race, and the employment opportunities and
potential for advancement within the Group will be subject only to

ab

the abilites of the individual concerned.

These developments, while in themselves of importance, will not
necessarily eliminate all the problems of discrimination inherent in
any contemnporary South African industrial situation, but they will
go a long way towards providing a basic structure which will enable
the Group to pursue its commitment to the removal of discrimina-
tion, particularly that based on race.

Future Prospects

We are already into the 1978/79 year and the long heralded
economic recovery is showing its first signs. T believe it is unrealistic
to expect the growth in the Gross National Product in 1978/79 to be
anything but marginally better than 1977/78 and, indeed, bearing in
mind the record agricultural season last year, other sectors of the
economy will have to perform particularly well if the country is to
achieve modest overall growth. Within this environment, the Group
will actively seek new business opportunities in pursuit of the objec-
tives we have set ourselves. We expect the acquisition of Primrose to
help offset the loss of earnings likely in the Sugar Division this
season, and we are aiming to achieve earnings per share similar to

those of last year.

Directorate and Staff

During the year Mr W.]. Héfer was invited to fill the vacancy on the
Board of Directors which arose following the resignation of Mr D.B.
Hoffe. Mr E.5.C. Garner was appointed Financial Director of the
Group.

The difficult year experienced by the Group has made severe
demands upon management and staff and I would like to take this
opportunity of expressing my thariks to all of them and also to my
colleagues on the Board for the loyalty, efficiency and devotion they
have exhibited to the Group during this year.

@mr-*“'(

C.]. Saunders, Chairman
Maidstone, Natal
26th May, 1978

Comparative Highlights 1978 1977 1976
Consolidated profit after

taxation (R00O) ........ 10 760 10 201 8 451
Earnings per ordinary share

(eents) .............. 65,2 61,8 51,1
Dividends per ordinary share

(cents) ... .......c.... 25,0 24,0 20,0
Total assets (ROOO) ... ..... 207 004 197 3584 174 720
Ordinary shares issued (000) . . 16381 16304 16 801
Book value per share (cents} . . 742 696 669
Turnover (RO00) ......... 160 061 145 237 116 287
Number of employees . . . . .. 16716 17715 18174

\
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THE" 10,3% rise in the.
sigdf price — it includes
the 4%, Genpral Sales Tax
from July 3, is another
heavy blow to the lower
Income ‘groups, particular-
ly blacks.

It comes after increases
earlier this year. on the
prices of mealie meal and
milk - products on which
blacks spend a large part
of their incomes,

the

From October 1
price of brown, and pos.
sibly white bread is cer-
tain to be raised,

The SA Institute: of
Race Relations said the
impact of the price rises

gravate widespread pover-
ty_in urban townships.
Yesterday the House-
wives' League said it was
horrified at the steep rise
in the sugar price. The
league warned of greater
consumer resistance and a
fall in demand for sugar,
1t pointed out that in
December last year the
price was raised by 23,5%,.
The league said a 2,5 kg

pack of sugar costing 87c
will cost S6c from July 3.
Meanwhile, the general
manager of the SA Sugar
Association, Mr Peter Sale,
said the 6% increase
would raise the producer
price to a “break even”
level, Until now sugar has
been sold on the local
market at less than pro-
duction costs, he said.
Because of a sharp drop

5 T IR

in world market prices, the
industry’s stabilisation
fund, of only R9 600000,
wa@ no longer able to sup-
port the local price, Mr
SaleJsaid, .

In. Parliament recently
the Minister of Economic
Affairs, Mr Chriz Heunis,
said a satisfactory level for
the tfund would be about
R400-million,

@® The Consumer Price In-
dex ‘for May stood at 210.
This is an increase of 0,5%,
compared fwith April, and
9,57, higher than May last !
year, aceording to figures
released by the Depart-
ment -of Statistics, reports
Sapa.
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Tale of woe

- Sugar shareholders have every reason to
view the future with alarm. In the current
season the industry stands to incur a defi-
¢it on its requirements, which include a
return on capital, of anywhere between
R50m-R80m before this week’s expected
sugar price rise. The London Daily Price
(LDP), is £95/t, or R151/t,

No joy can be expected from the
export market, which is subject to a fixed
quota, and chances of this being priced
above ruination levels as the season pro-
gresses are remote. Therefore the
industry is obliged to turn to the local
market for the missing millions.

It’s not going to be easy. The market
jibbed last year at the R60/t increase to
R246/t and sales dropped 8,4%. True,
there were other factors such as the state
of the economy and a shortage of fruit in
the canning industry which compounded
price resistance.

However, for the industry to salvage
its requirements, price rises of between
R48/t and R77/t are indicated. A start is
being made this week by raising the price
8% which becomes 12% with gst, to the
consumer. This initial boost is roughly a
third of the minimum increase required
over the season,

In the circumstances it seems unduly
optimistic to expect local sales to again
reach last year’s level of 1,04 Mt, more
$0 since 60% of local sales are for direct
consumption — bags of sugar over the
counter. On the industrial side there is
already some substitution of glucose and
dextrose made from maize. As the sugar
price rises substitution is likely to spread
where it is technically possible.

High fructose corn syrups, which are
capturing an increasing share of the US

s} .

@ S}:\(ﬁ&f

sweetener market, are not a threat locally
as yet because of the high volume
(100000 t) requirement for a viable
plant. If technology lowers that require-
ment it could be a different story — but
there is certainly no immediate threat,

A likely scenario is that local market
sales will reach only 1,02 Mt and that
part of the shortfall in the industry’s
requirements will have to come out of
company profits, It cannot be taken for
granted that government would ailow the
industry to increase prices on the scale
necessary to recover requirements in fuil
from the local market.

This might not be too bad if there were
some prospect of improvement in the
following season, If there is, it is well con-
cealed.

In the current season the industry aims
to produce 2 Mt (2,08 Mt} including its
entire stock requirement under the ISA,
which means a cut of 200000 t in the
following season. This could be very
severe because high fixed costs in the
milling section require maximum
throughput.

Some possible relief could come from :

picking up quota shortfalls and from an

improvement in world prices once the

ISA takes effect. Neither is certain, nor

are the elements on which sugar, like '

every agricultural industry, depends.

Then there is the question of financing
the stockpile which throws an additional
burden on the industry. Facilities of
$85m have been arranged to finance ter-
minal market operations and the stock-
pile.

Sugar Association GM Peter Sale says

the rates, at between 19%-1,25% above -

the London interbank rate, are favour-

able. Nevertheless to finance the stock-
pile over a full season would create a debt
burden of about R35m.

In the Sixties it ook the industry three
years on-a rising market to repay price
support loans of R16m before the price
stabilisation fund was created. So at very
least the sugar industry looks like being
in a debtor position for several years if
and when things improve. The conse-
quences for shareholders are obvious.

It is too early yet in the season to esti-
mate what proportion of the crop will be
produced by the big three but last season .
CG Smith Sugar produced 37,2%,
Huletts 35% and Tongaat 10,1% of the
total crop.

For the record, the industry’s costs of
R473m are expected to be partly met by
receipts of R391m from producing 2 Mt
of sugar: This represents 1,04 Mt sold on
the local market; 195000 t to stock; and
790000 t for exports (680593 t over
calendar year under 1SA quota). At the
beginning of the season the PSF stood at
R9,6m. "
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S oes Paterso
ugar goes Pater E‘bg

M 30
The SA sugar industry 1s in the th
eliminating race discrimination from its
employment practices, judging by the
C G Smith Sugar and Tongaat annual
reports. It may not be entirely co-inciden-
tal that these declarations come when the
industry -is intensely vulnerable to pres-
sure through its important export market.
Convict labour was dispensed with many
years ago to avert trouble, but last year’s
Tate & Lyle furore drew unwelcome
attention to the fact that conditions were
not all they might be. .

To be fair, the industry has improved
wages considerably over the past few
years. The big three sugar companies,
Smith, Huletts and Tongaat are adopting
the Paterson system Of job evaluation,
and some smaller companies can be
expected to follow.

By grading jobs according to the deci-
sion-making element and paying accord-
ing to grade, factors such as race and sex
are eliminated from the payroll.

“These developments,” writes Tongaat
chairman Chris Saunders, “will not
necessarily eliminate ail the problems of
discrimination inherent in any contempo-
rary SA industrial situation, but they will
go a long way towards providing a basic
structure which will enable the group to
pursue its commitment to the removal of

" discrimination, particularly that based on

race.”

The system, used by Anglo American,
is simplicity itself. A serics of decision-
making bands are created which can be
sub-divided. At the top are thosc — for
example, directors — whose decisions
affect the entire enterprise, while at the
other end of the scale are unskilled
workers.

The Paterson system will be discussed
with the unions in negotiations leading to
a new agreement by March

Apart from being a neat way of solv-
ing an old problem the system has the
merit of being known and accepted
abroad.
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" LONDON.'— The London daily

sugar price fell to €94 on
Saturday — its lowest for the
“'year — following estimates that
world produetion’ will be even

greater than
edtimated. T

{ World production:for. 1977 to
1978 is_estimated ‘at 93-million
fons by sugar, statistician F O

Licht. ' This -calculation was'P

¢ompleted before Cuba’s
announcement of -a. production
target of 7'300 000° fons, 400 000
fons "higher .than F .0 Licht’s
forecast. . -

1i,;l’lm:cording to sugar analysts,.

is would: put world sugar
production at 93 400 800 tons and
ith consumption estimated at’

85 700 000 tons; the current -

jear's surplus will be about

7.700 000-tons. ;.
3 In these circumstances, world
stocks will be aroiind 34-miliion
dongtithiption. - T
i Analystssay that since the
Second::World War the average

tonsisofinearly 40% of a’year’s &

- §tocks' needed for- carryover

were, about #0% te 30% of
cdonsumption. Stocks’to ensure
adequate. supplies in a ‘stable

arket - would' on present,

‘consumption’ rangg' between 17- -

inillion tons and-26-million tons.
So the surplus is effectively
larger than 7-700 000 tons.
! Sugar brokers C -Czarnikow
ate concerned about -the
¢ontinuing ;disagreement,
between' 'the iCarter
Administration - and Congress.
Worried about inflation, the
_Earter Administration backs the
_International Sugar Agreement
which aims at & minimum world
sugar price of 1lcalb. " ~
? For exporters to the United
States ‘the price is 13,5c a b
4fter fees and freight charges,

E)

" dompared with the market price

fiunder Te a Ib.
L With the International Sugar
iAgregment failing to push world
Prices to the 11¢ level, United
States import duties and quotas
‘Blace the United States

previously’

imported price of sugar at 13,5c.
~ The . United:® States

Administration is prepared to

jncrease this support price to

l4c. .. g

But Senator Frank Church,
who heads the Senate Foreign

Relations Sub-Committee - and !

whose constituents include

several sugar growers, is not
repared to ratify the

International Sugar Agreement
until domestig policy is worked
out. ' oL L

Basically, the sugarlobby in

Congress 'wants. to-raise, the

price of imported sugar through
-duties and guotas to 17c a b {
The deadline date of the ISA has
already been put forward from
July 1 this year to the end of
December.

. Analysts are concerned that if
the United States does not ratify
the agreement before Congress
oes into recess in September, it
is unlikely that-tife ratification
will take place:in:December.

Japan andy several other
'nations have ‘stilli to ratify the
agreement if the United States
does not. These nations may
follow the American course.

. So far the agreement has
helped sentiment and kept the |
free market price above £90 a
ton.. - .
Understandably the market is
uncertain. If the International
Sugar- Agreement falters
following ratification delays
from the United States, the
price could plunge.

Chart Analysis Ltd shows that
the sugar price is in an acute
.bear .trend and with continual
reports of surplus sugar the
market remains gloomy.

The South African export
quota will be around 680 000 tons
this year. Some of tliése exports
have been sold} forward: at
higher prices and'if theprice
remains at current.levels the
sugar industry will remain

depressed. - - ;)
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’Despife this’ week’
sugar’ price;
a bieak futute,

of the. Sugar Association,

. By Anne Colley ..

-increase, in’the rdormastxc
‘Senth Africa’s sugar industry faces
"My Peter Sale, general-manager

said today that the in-

crease just ‘covers .the cost of pmductmn but:
leaves nothlng for a Teturn on capltal R

“So much depends on
the world price- though’
said’ "Mr: Sale..“If that goes
we  are back to

- square, 'onenand wel.won't
. ‘be' ‘able’,tocover even: -the
. cost of productmn e
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{ion

11;1 the Huletts Corpora--
annu’al report
released today, chairman
Mr ¢ Saunders points out
that the" Internatiopal 'S0~
gar: Agreement (ISA)

“which" was, desxgned to 1ift

world ¥ prices.- “thfough, . a
quota. system, has so far
failed tp do so.

“Even - with the quota
system enfolced on mem-

' ber countrles of the ISA,
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" situations

sugar’ production this year
will ‘exceed consumption
and world stocks will
increase to their highest
levels since - World : War
2, sayst Mr Saundersn p.

And only a mazor disa
ter in the sugar producmg
areas. coitld . restore:, i:he
balance t6 supply ‘andd e,-
mand. - ;
And Huletts is' not the
only - company to: paint a
sorry - picture of ‘the -
ture for the industry.
Tongaat has déscribed the
‘ag’ one  where
“the. - industry has good
reason to-face- the. 1978 7
year  with - 'apprehension”

5 and. C(- Sugar, the fargest .
17 of wthe " three and - ‘South
", Afriea’s ’ -major _produger; .

- 16 28c "the divulend pros:

pects fm; the 1978/79 year | yaaq £7tep ano Lep STUI SN BATH)

‘descnbed the' futute as"

“seriols.”

. =I-Iuletts has - predicted

" lower' proflts in" the: ‘eur-

rent ‘year. ‘as A result of
‘the’ outluok and’ having,
cut lts d1v1dend from 3lc

" - aré not'very, encouragmg

"plove the South.nAfrmn G

Unless world‘ mlceq imba,

\7.1]

ety -

- Hl -

mdustry Thay wen _have to
cut production.’ And the -
pOSEEbilItles cof an im-
provmnent in prices in
the near future are slim,

“As 'Mr "Bale. pomts out,

until the, Ameéricans” ratl-

fy," the Internaiwnal “Su-
gar Agreement will not
carty ‘much weight or bhe
very effective,

The US s, currently;
locked .- in battle zovel;uts‘;
¥

domestic: sugar /polick,.:
with the local produgers *
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ealling , for - higher . import': .4

duties fo~ protect ‘their bat-
thng industry.. -

* Until;the domestlc prab- -
lefi: is: ‘resolved, the ratifi- .
catwn of the ISA will not?
tome ‘iip; in: Cungress ‘The,

dead]me Tor 1at1fleat10n
has. already heen extended
by 'six months 1o accom-
modate the US, and this
aloie had a depressing
effect on the world sugar
ntarket,

Until this happens, the
dlstmct prospects are' that
sa]es from the 1978/79
sugar erop
Africa will not fetch
enough to. .cover, fhe cost,
of.. , production, -and”. the’'

in  South
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The Natal Mercury,

Money
for cane-

el oo
AN

growers
Agricutturat Correspondent

AFRICAN, tndan and
Colouwred swall cane
growerss hawve received @
woetcome  boost of - capital
from  Barclays Nitional
itauk Developmens FPund.

The Financial Asd bund,
established w1972 by the
sugar ndustry to provide us
sistance for ts swall growers
has been offered a loan by
the bank of R300000 for a
period of five years at 3 per-
cent interest.

tad the bank not made
the Joan the fund would have
been almost cuhavsted by
the end of the present scason
and turther development and
rehabiluation of small cane
Farmers would hive come to
an end,

According (o d
spokesman for the sugar in
1 dustry, the loan will be used
Lo pive assistance m the form
of ratoon-management 1buns
to farmers whu require to
fertilise their fields after the
first crops had becn
harvested after initial
development had been com-
pleted.




‘II: S Doputy Finan‘ciell E”di"tor- .
. MELVILLE Sugar Estates mill on the. North -
Coast is 'to be closed down “as soon as

possible’’ following the purchase of the es-

tate by the Tongaat Group and C G. Snlrth
' Sugar for R7 000 000.

- There are 28 White- -employees dnd more than 100 non- v
Whrte workers whose future is now uncertain.

LN

Mr. Frank Jones, executive chairman of C. G. Smith .
Sugar, said that the deal had been concluded at a board -
meetmg yesterday morning and was announced at the .com-
pany’s annual meeting at noon. A joint Press conference
would be held today

The estate, which has been owned by S.' A Board Milts
since 1952:fell into the Anglo American stable when AMIC
bought S. ‘Al Board Miils at the end of 1974. It was then
shifted to Mondi Paper who have now sold the mrll and
about 2 770 hectares of sugar-cane land... . o

Mr. Jones would not say anythrhg more about the’ trensac-
tion other than its beneficial effect for ‘their mill at Gledhow
which would 'be assuréd. of further: supplies- of" cane«" Thls
would be equal to’ about 20000, tons - -of sugar a year,. .

The additional. care, supplxes would “yreld Suff crent.
marginal prol' ts-for. the’ gl‘oup to'mike. the mvestment anat-
tractive one,,more partlcularly m fhe present condltrons of

he i

restriction in t ;m_dustry I

R 2 R Y

. 'l;he mill has.ani’outpuf. of about 80 -cane’anihoyr,
- and produced about 40000 1018 "Of Stgar;Jast :se son It is

oné of the smiall ones ‘Which ‘must’ fall by*’the“Wa aslarge™
mills, milling iip :0-300-fons of. cane;an. hou prove*therr'
ability to make. large prdﬁts. Coe

Smith Sugar is to. pay 'R3 550000 for ‘e estate. It w1ll '
also buy Smithchem, the furfural plant attachedito the Seézela
mill .on the South Coast, for R3550000. . .

" Smithchem eamed prof' 67 l

. of .R362 000 last? year and'

. Mr; Jones considerg)i it will be i
a sound, long-term mvest-~
ment;-A large: ‘pagt.’ o the”

¢ output ;s exported )

- Mi Jones'w. VA

about! the lobal and world
sugar ‘scener. Hezsard ‘that' :
‘while:,. the focal. price:* Had-"
béen‘increased: by R20-a'fgn!:
onJuly .3,” this benefit had: |
‘)een offset by the fall in’ the ,
world price “whith: Was’
'£83,50° on’ Tuesday. A’ sub-
stantlal amount- remamed to
+big exported and sold.

" THe: mdustry» would store
200 000 tons” (worth .about -
‘fR4 000 000), dnd; leave about ¥
’f1500 0007 tons ol‘ cane'r
EG tandmg over 'to'next season;,

There Were’ three reasonsi
for the)” poor world { Sugary |
prrce Frrst the weekenedf
-situation of ‘the! ‘dollar;
) agamst the pound; sterhng‘“’
Sec_ond the elay in. therq

by Amerrca1 and. thrrdly, the

; small'ivolume, of : physrcal

.:"t'rajde sugar,

l{ countues; had" bought |
ampunts last year ; nd ot

5‘ “were| ‘Tervous: abo st ]

< Upy- and ; -wete.. - living! ufrornt‘
} hand to mouth o
[
F
[

- An’ alr ot‘ despondenoy

f hung: over; the- ‘mill yesterday

iias;. workers discussed’ the

- shook news of their factory 5"
i closure, "and- ,oontemplated ;
t thei futures. y

: lthough ‘rumouyfs ; had |
been circlating - since' “last
week, -mill' employees ﬁrst

heardolth.ale

; from mlll’
general manager, Mr.uR‘
» Wyatt, ; ‘told . workers: Ay |
* many of our stalf as possrble
“will-be placed-in. alternative .
employment and; failing, thrs,
“the - managing - drrector has”
“indicated. that, surtable ﬁnan~ :
" cial - arrangement 3V will < be”

concluded’ . s

1. A 'White! “su 1
N the feelmgs of workers :

lrwhen he said:“We had no, |
vinkling - whatsoever. 4
Everybody s upset‘ and
v nobody knows what, \théy* re !
gomg to" do P Ll il;ﬁ
A-ﬂ--——--—-—— o
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warning

.DURBAN == Another -in. -
crease 'in the domestzc

e ‘retiring chairman of

. -the, South Afrlcan ‘Sugar
| Association, Mr Anson
L!oyd, -said yesterdqy :

ary -and-inade, uate form
. of financia] refjef- from a

[.require further review

- Tdterin the ‘season- as the '
. critieal sitbation in ‘the

world: gy ugar market
develop

Poimcal hypocrlsy and .

4y

ULopean . Economiec
o'mmumty cotltries
. would." f the -worl
'SUgar. mdustry to conten
- with” two' mgre years of
- price, ' Problems ang crises.

The poorer nations are :

now rocess ofs .

eedmg to eath while
the politicians argue . in .
the. Western. capitals.. of
Wash'mgton “rand
Brussels, he said. —
SAPA. -

 grave’ situation which wil] .

[ ‘cynicism® in- America arid

R e,

o
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‘10 more ‘than 5 tempor. - -
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New"%u »ar,prlce
is: ‘inevitable’ )

PRETORIA.— Anothér .su-
gar, ‘price ‘rise. this year is
considered inevitable unless
there is a dramatic increase
in export prices.

World market prices have
virtually collapsed and the
SA sugar.industry, employing
more than 150 000, workers,
mostly blacks and Indians, is

threatened with stagnation.

The general - manager of
the SA Sugar Association,
Mr Peter , Sale, said from

1Durbem yesterday that- the
‘threatenmg crisis in the in-

dustry could be avoided only
by early and substantial fi-

-nancial relief for-producers.

Relief he sdid, could take a
number of forms, mcludmg a
pnce rise. ,

4

N

r_e

. The charrman of the dsso-
¢iation, Mr Anson Lloyd, at.
the association’s annual con-
ference in Durban this week,
indicated that the recent price

-1ncrease was regarded as

“temporary and madequate”

to meet the grave srtuat;on
which had developed in the
mdustry Mr ‘Sale said that
for many years the industry
had subsidized the local su-
gar price by profits on ex-
ports.

‘Sugar had ‘been sold on
the local market at prices
which. were lower tha.n pro-
ductron costs,

“Obviously, with the in-
dustry’s stablllzatlon fund vir-
tualIy emipty, an intolerablet
situation has been reached.”

v
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A boring little grub

FM “2%[1/718
As if the SA sugar industry wasn’t in
enough trouble already, it is now battling
against a serious outbreak of the dreaded
Eldana borer. ,

This odious grub has the unfortunate
habit of chomping its way up the inside
of cane stalks, thus reducing the weight
and sucrose content of the cane. Further-
more it is particularly partial to older
cane, which bodes ill sincé .present re-
strictions require large quantities of cane
to be left unharvested. ’

Eldana exists on natural hosts right
thsoughout the cane belt, but for reasons
known only to ‘itself it has previously
only attacked cane north of the Tugela
River. Infestations have now been found
as far south as Shaka’s Kraal on the
North Coast,

Worst affected is the Amatikulu area
where Hulett’s largest mill is situated. In
June 43% of growers reported Eldana in-
festation and 30% of cane sticks were
affected.

The industry’s experimental station at
Mount Edgecombe avoids calculations of
potential sugar losses. But some growers
believe the loss of sucrose in a badly
affected field could be as high as 50%.

Eldana is difficult to get at as it is
protected by the cane casing, and insecti-
cides have to be used with care as ants
arc the main predators of the Eldana
moth’s eggs. Experiments with biological
control are being undertaken in the hope
that this will supplement cultural and
other control methods which are not
exactly working,
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SUGARINDUSTRY ()<iiges
Coming a cropper £ '28]7}78

The SA Sugar Association’s annual
report, released in Durban this week,
shows that last season the local market
overtook exports by contributing 52,6%
(previous season: 46,4%) to total indus-
trial proceeds of R418,1m (R370,8m).

Although exports were 10% up at
1046 206 t (946 249 t), the lower world
price — LDP £107 (£138,31) — yielded
marginally lower total proceeds of
R187m (R187,4m). The big three export
customers remained Japan (645 827 t),
Canada (258 353 t) and the US (123 892
t), with Korea (33 399 t) providing.a new
market.. e

Local sales dropped 8,39%, with all in-£,
dustrial customers except the squashaw
cordial, ice cream and dairy industries i
buying less sugar. The canners had a bad
- year and the higher price of cool drinks -
hit sales. <

“With a view to establishing a bulkn
refined sugar depot on the Reef,” trials: -
have been undertaken with bottom™
dumping railway trucks. '

“The Sugar Association, as usual, was
active on foreign money markets.” In
view of the steadily deteriorating attitude
towards SA in the international lending
markets, it was considered prudent for
the association to take the precaution of
securing as much finance as possible
from overseas sources, .

321

TAS a result, loans,
totalling IS gy5,
i L ondon in Fybru

and lines of cred
nowere negotinged
ary for periogs rung,
Ay from one vear through 18 months o
fs e years. Half these funds are avialahle
for lmgmcn'}g export stocks, the halanee
being for oyeraens requirements sueh s
termmal market operations,”™ k
In his chairman's, address,
Hlosd noted that the finaneal Fegutre
ments of the supar indusiry had risen
from R200m n 1972473 4o afmonst
RS00m i 197879 He clammed . that
returns had been beld 1o riad and U;l
ceonomie lesels throaghour 1he past
decade™. and added “only tine will 1ell 1o
what extent falae cLonomies enloreed on
all sectors through madequare rehabily
taion of fields, insutficrent maintenangee
ul pi.'m.[, Cquipment, bnldings and otler
¢ el an face of the erosion of (he value
of money, will take their toll.™

Anson
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tmitnlest in e swim
A fine oid aet to lsclwle %‘l%lznmcd
imembers of Umindoss Supar Co-opera-
tn -~ and the boar! was decided in favour
of the hoard ot a apecial general meetnp
an duly D8,

Uimfolew, bigrest of the smaller cnter
prises within the supm industry, has heen
moirouble on two fronts, Disastrous
fneds iy Pebroary last year causerd crep
fonses and dasmape etanated ar R7m and
Fat season production slumped (o
G027 (1AL 2R the co operative’s
wivare of total maduction was 4,89,
(1,570).

coine members harvested no cane at
all and vast quantities of sand and mud
caused processing  problems  with the
result that there was no milling profit 1o
add to the normat cane price.
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A board statement issued to the Faf
notes: “Over tlie past three seasons
members have alvo suffered severe finan-
vl losses due to the dispute in the
industry regarding the method of direct
recovery of cane ttansport costs, winch
fosses amounted to R2 #m.»

With muasierly understatement the
board sayvy “these matigrs, together with
the effect of inflanen on production
costs, seniously affected the viabilty of
many farms and pave nise 10 discontent
umong members -

Members have aleo had to find the
very considerable lepal costs incurred in
fighting the canc transport costs action
Broupht in the Durban Supreme Court,
Judgment a vear ano was “absolition
from the instance™ or in other words,
imtoles, Move and othery had failed to
prove ther eave,

[t was decided not to appeal but to
start the action anew and to bring fresh
evidence. There is no chance the dispute
will come 1o court kefore next vear, but
meanwhile more lepal costs are being
menrred.

The  hasde revolves  dround  the
averagine svstem. Millers recover
growers transport subcidies on an
mdustry averave, Those above the
average, notably Umfbolosy, fose out while
those with below averape costs, for
cxample, Tongani. e ranees,

After fast year’s jndoment the system
was changed to a compiemise formula
based on direet recon ey but Vmiolosi is
still intent on recr mvpz s PREVION >
losses,

At the meeting las month a motion of
gonfidence m the bogid was adopted,

With rationadisation now the order of
the day mn the sugar milustry it can be
taken for pranted that Huletts, the domi-
nant sugar power nortls of the Tugela, is
watching the sithation at Umfolosi with
more than passing mterest,
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who still retaips a belief in the Iiterary waﬁm:om his
construct 2 clear and compelling parvative.

% L& E Temsion, ’
. 5k sh of person—
£ e to any historiam
n..m,mhnu who seeks ﬁﬁ
But to extract the full interest

out of aay dramatic event ome must go beyond straightfonwrard parrative.
Events that are full of sctiom highlight emotion and lead to the expression

of social attitodes whi
or zre seidom allowed to be articoiatad.

e¢h in crdinary circumstances rarely come to the surface
The process of amalysing the

causes ¢f sceh avents is pot wmlike throwing a2 stone into a pond and watching

the ripples spread outward ia ever widening

cireles, for the historizn finds

hizself led to coansider aspects of society of which Previously he may well

have been/...

Bere indeed is the justification of an

bave been ¢ _rely unaware.
For if the historian does his work

inrellirs  form of empiricism.
properly, tae end result must surely be a2 deeper knowledge of a parriculs
society and a clearer wnderstanding of the intercomnection of the various
forces, social, ideological and economic, at work withinm it. Such an
undeyxstanding is to be achieved not by the application of any theory but
rather by a careful examination of the available material, by the asking
of pertinent questions and by the following up of such clues as the

material may suggest.

So far as I know, the Cape Town riots of 1906 find no place in amy

of the estahlished histories of osuth Africa. HNor indeed were they give

more than the briefest mer’ion . . the periodical literature of the day.

Even in the Hansard .om the Cape .*~:iiament reference to them appears to l
confined to a single parliamentary question of no great significance. I
myself was first made aware of the riots while working my way through the
reccrds of criminal cases heard at the Cape Supreme Court. There oa Gc!

4, 1906 a certain Otto Meyer was charged with "public violence® and sent:

to twelve months imprisonment with hard Iabour. The evidence in his cas
at

arcused my curiosity and led me back to the newspapers of the day - the
t

L ( . - h -
Cape Times,the)Cape Argus and the South African News — for further infom
each of them contained vivid :

The newspapers provided exciting reading:
detailed narratives of the course of events. {tnfortuniately nore of th

illustrated weekly supplements to the Cape daily papers for this particy

period appear to have survived; so it has not been possible to document

narrative with contaemporary photographs.)
from the verbatim procedings of the various criminal cases that arose ou
the riots, while the records of the Attorney General's office uﬂmmwmﬁwm
the Cape Archives provided some insight into official reactions. The r
were triggered off by a demoastration of the unemployed organised by the
To understand the implications of such

at the

Further information was aval

Social Demacratic Federation.
demonstration one must look at the labour sitruation in the Colomy

and this in turn leads ome to consider, even if in a very cursory manier

the economic position of the Cape in the years after the Anglo—Boer war.
Those mos
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WASHINGTON. = Lobby-
ists for South African sugar -
growers have acknowledged
that they tried to concesl ef-
forts to influence ~US
congressmen, it was disclosed
yesterday.

The admission came in a
statement the lobbyists signed
before Mr Justice
Robinson here.
e

Aubrey

0 | Q%n :iuw M\\m\\uw

Ol inin

.T\Lukl

SA sugar lobbyists admit cover- up

Justice Department of-
ficials, who have seen the
document; said it showed the
Jobbyists gave representative
Mr W+ R Poage, of Texas,
airline “tickets valued at
$1 800 dollars (R1 300), pro-

vided expense- mnmm trips to

e R —

South Africa for representa-
tives, Mr Williain Wampler,
of Virginia and Mr David
Bowen, of Mississippi, and
umﬁ $3 100 dollars (R2 700)
in travel expénses for the wife
of representative, Mr John
Flynt, of Georgia.

‘Mr Flynt has said he
repaid the South Africans for
the expenses incurred duaring a
visit there in 1972, but the
lobbyists’s documents claimed
they were not repaid, accord-
ing to a Justice Department
official, who asked not to he

named. -

Neither Mr Flynt nor any
official spokesman was avail-
able for further comment.

An aide to Mr Bowen, who
asked not to be identified, de~
scribed the disclosures as “an
old story”.

s

The Cape: Times;. Friday, V

- The admissions came-in an
agreement entered into on
Monday to settle a civil suit
filed by the Justice Depart-
ment in July 1977 in-which it
accused the South Africa
Foundation of having con-
cealed its attempts to

influence congressmen on be-
half of the.South African
Sugar Association. — Sapa. - |
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LONDON:

The
world price of sugar
has bounced up by

its
six-year low hit in

22 percent off

At present, the world
price is hovering some
27 percent hbelow this

By JOKN CAViILL

ple, puis the previous
year's consumption at
86,5 million tons and the

will be “more en-
couraging” for buyers to
start securing supplies

10 1 I P L. |

Man’s forecasters ad-
mit that the last three

menths of this year
could see a weakening
of the

international
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There is a contingent liability of
E900 000 for claims by the Mauritian tax
authorities, which amount to EO0,5m,
and EQ0,4m by a SA mill. No pr

decreased by R3m.

ovisions

have been made in the accounts for these
claims as the directors do not feel the

At 1 923c no shares have been traded
over the past two years so the current

claimants have any valid grounds.
share price is only of academic interest.

With only about 10 000 shares available
to the market, Lonrho would like to dis-

continue the listing but is unable’to under

3

Prospects for the current year depend
largely on the US ratifying the new inter-
national sugar contract. Once it does, the
world sugar price should start rising and

JSE regulations and the minorities are
probably influence prices in the EEC
which is the company’s chief market.

unlikely to be eager sellers.

Gail Pemberton

LONRHO SUGAR @mé&

Of academic interesgt

, : Fm 1510172
Activities: Sugar growing and niilling
company operating in Swaziland, SA,
Mauritius and Malawi. Lonrho UK
holds 99,9% of the equity.

Chairman: Sir Robert Adeane.

Capital structaze: 7/71,.3m ordiraries of
Emalangeni I. Market capitalisation:
R217,3m.

Financial: Year to March 31 1978. Bor-
rowings: long and medium term, E4,8m;
net short term, E3,5m. Debt:equity ratio:
20,5%. Current ratio: 1,5. Group cash
flow: E14,9m. Capital commitments:
E34m.

Share market: Prite:r 1 923¢. Yields:
2.8% on earnings, 1,4% on dividend,
Cover: 1,9. PE ratio: .wﬁmk .

Ahhough the world sugar price slumped
22% from the 1976/77 level, Lonrho

Sugar’s pre-tax profits were 22% higher
at R12,9m (R10,6m) as a large percen-

g faad AT i :
Lonrho’s Rowland . . . insect pest
attack

tage of its sugar production is soid at
EEC prices, which are higher than the
world prices. The group achieved a
record production of 327000t
(295000 t). Cane deliveries reached
record figures in Malawi, Swaziland and
at one of the Mauritian mills. Sucrose

content was exceptionally high in all
arcas.

75 ‘76 77 78
Return on cap %...... 35,5 an 15 19
Turnover (Eml....... 51,7 B76 5968 704
Gross profit{Em).... 244 246 i1 134
Gross margin %..... 47,2 - 38,2 184 . 150
Earnings (c) ... 91,5 874 225 B33
Dividends {c}........... 48 48 2756 - 278
Net assot vafue {c}.. 285 358 384 450

Swaziland currgncy, Emalangem, convertible at par
inta SA rands,

14%, while profjts from the Mauritius
subsidiaries showed a further decline in
spite of a slight improvement on budget.
This is largely atttibuted to continued
high tevel of employee absenteeism and
further wage increases as well as a severe
insect pest attack. A good crop in
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DEPARTEMENT VAN NYWERHEIDSWESE
No. 1868 15 September 1978

WYSIGING VAN SUIKERNYWERHEIDOOREEN-
KOMS VAN 16 JULIE 1943

Die Minister van Ekonomiese Sake hel kragtens artikel
2 (1) (b) van dic Suikerwet, 1936 {Wet 28 van 1936), die
Suikernywerheidooreenkoms, sous hepaal en gepubliscer
hy Goewermentskennisgewing, 1286 van 16 Julie 1943,
5008 gewysig, gewysig sous witeenigesit in die Bylae hiervan.

BYLARE

Klousale 25 (9) van die Suikernywerheidooreenkoms
word hierby deur die velzende Klousule vervang:

“25. (9) (a) Meulgroeprade kan te eniger tyd, na ken-
nisgewing aan dic Sentrale Raack, Jeweringsioekennings aan
planters doen om te verseker dat riet wat deur ryp, brande,
drongies, oorstromings, phae of sicktes beskadig is. redelik
stip gelewer word. Waar sodanipe tockennings egter ver-
oorsaak dat ‘n planter s¢ lewerings sy leweringskwota of
aangepaste leweringskwola te bowe gaan, of wanneer 'n
planter sc lewerings om cnige ander rede sy lewerings-
kwota of aangepaste leweringshwota te bowe gaan, moet
sodanige oormaat afgetrek word van sy leweringskwota of
~aangepaste leweringskwota in di¢ volgende jaar en, indien
| nodig, in die daaropvolgende jaar, fotdat sodanige oor-

maat uitgewis is. .

' (b) Indien n planter se rietlewerings sy leweringskwota
L of aangepaste leweringskwota mel meer as 0.5 persent
of 10 ton riel te bowe gaan, watler ook al die grootsic
is, moet hetaling vir aile rict wat hy meer as sy lewerings-
. % kwota of aangepaste leweringskwola lewer, ondanks cnige
" andersiuidende bepalings vervat in klousules 46 en 52. in

| twee paaicmente geskied: ' bedrag pelyk aan die redelike

. 'koste deur hom aangegaan vir die kap, oplaai en vervoer

"van sodanige oormaat riet, soos deur sy meulgroepraad
‘Pesertifiseer, moet deur dic meulenaar op die gebruiklike
manier aan hom betaal word en die Suikervereniging

, moet die saldo in cen bedrag, sonder rente, op 31 Augustus
! wat volg op die jaar waarin sodanige oormaat lewering
sedoen was, aan hom betaal. Dic bedrae waaruit die saldo
wat aan die planter verskuldig is, bestaan, moet deur die
menlenaar en die Sentrale Raad aan dic Suikervercniging
betaal word wanneer dit ook al ingevolge klousule 52 en
Bvlac D aan dic planter, en s00s hierin bepaal deur die
Suikervereniging aan die planter betaal word.™.

|
L

DEPARTMENT OF INDUSTRIES
No. 1868 15 September 1978

AMENDMENT OF THE SUGAR INDUSTRY AGREE-
MENT OF 16 JULY 1943

The Minister of Economic Affairs has, in terms of scc-
tion 2 (1) (b) of the Sugar Act, 1936 (Act 28 of 1936),
amended the Sugar Industry Agreement, as determined and
published under Government Notice 1286 of 16 July 1943,
as amended, as sct forth in the Schedule hereto.

SCHEDULE

The following clauise is hereby substituted for clause
25 (9) of the Sugar Industry Agreement:

“25. (9) (a) After notifying the Central Board, Mill
Group Boards may make delivery ailocations fo growers
at any time to secure the reasonably prompt delivery of
cane damaged by frost, fire, drought, flood, pest or
disease. Where, however, such allocation canses any
grower’s deliveries to exceed, or whenever for any other
reason a grower's deliveries exceed, his delivery quota or
adjuster delivery quota. the amount of such excess deliver-
ies shall be deductable from his delivery quota or adjusted
delivery quota in the next succeeding year and. if neces-
sary, in the year following, until the amount of such
excess has been liquidated.

(b) Notwithstanding_ anything to the contrary contained

in Clauses 46 and 52, if a grower’s deliveries of cance

exceed his delivery quota or adjusted delivery quota by

more than 0,5 per cent or 10 tons of cane, whichever is

the greater, payment for all cane delivered by him in excess

of his delivery quota or adjusted delivery quota shall be
made in two instalments; a sum equal to the reasonable
costs incurred by him in cutting, loading and transporting
the amount of such excess cane, as certified by his Mill
Group Board, shall be paid to him by the miller in the
usual manner, and the balance shall be paid by the Sugar
Association to him in one sum of money, free of interest.
on 31 August following the year in which such excess
delivery was made. The sums comprising the balance due
to such grower shall be paid by the miller and the Central
Board to the Sugar Association as and when they become
payable (o the grower in terms of Clause 52 and Schedule
D and by the Sugar Association to the grower as provided
herein.™
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A good extensio

Obviously the qualié

and they arxe in contact with the tribal
It does seem that these men who were 1
Cox are better and more active than exté
I would see the variations in success of
communal gardens as mainly due to the di
People talk about the one time policy

officers.
visits by extension officers as very suc

a very widespread effect in an area, whe

land allocation must be approved by thes
Umhlaba they are relied on to help any !

Extension officers have a unique positic
have time for this type of work, they c:
the government offices and powers-that-}
that needs a site allocated relies on t

in other reserves,
varies £from man to man.

project.



By N Edwin
The sugar industry is

still located mainly on
the coastal belt and

midland areas of
Natal. The 1973-74
production reached

two million tons of
sugar, and the drama-
tic rise in world sugar

prices during 1974
raised earnings to
R233-million.

The sugar industry has
provided high-quality su-
par to the domestic mar-
ket without limitation,
and” the price has alwavs
been one of the lowest in
the world.

The industry’s present
production potential is be-
tween 2100000 and
2200000 tons a sSeason.
About 333000 ha are un-
der cane through 2000
white and 7500 black

. growers, The industry pro-
vides

jobs for 146000
workers.

Local consumption has
reached 1000000 tons a
year and exports for the

1977-78 season reached
1300000 tons worth
R183,4-million.

One man has had his
finger on the pulse of
wugar for so long that he
has quite rightly been ter-
med “Mr Sugar. Mr Anson
Lioyd was chairman of
the SA Sugar Association
from 1969 to 1973, He was
again appointed to this
position in 1975, and
today he iz one of the
world's ‘most know-
ledgeable men in the in-
dustry.

RO

the sugar

At present,
indnstry finds itself in a

crisis period which has
once again shown how
dependent we in South
Africa are on world
trends. World stocks of
sugar are estimated at
33-million fons -— a sur-
plus of 10-million tons

which cannot be sold.

From 1973 to 1978,
world sugar prices were
volatile. Before the expiry
of the last international
sugar agreement in De-
cember 1973 the price
rose above levels at which
exports were no longer
restricted. In 1974, prices
averaged £305 (R505) per
ton. First indications of a
drop came in 1975,

In mid-1978, the London
price of raw sugar was

static at about E100
(about R165) a fon.
Main reason for this

situation is the failure of
the American Congress-to
ratify the new Interna-
tional Sugar Agreement,
As the world’s largest im-
porter of sugar, America,
can, by its actions, have a

severe effect on the world
price and this has
happened.

South Africa has had to
suffer (together with all
other sugar-producing
countries) by having to
reduce 1ts exports in 1978
and 1979 from one million
to about 700000 tons as
1ts contribution fo the ad-
justment 1n the supply/-
demand situgtion.

Mr Lloyd, having been
through a number of
crises 1n the past, is opti-
mistic about the mdustry.

He says that with stor-
age capacity in Durban to
hold reserve stocks, South
Africa will be able to
weather the storms of
1978 and 1979 and emerge
as an even stronger and
more viable industry.

Sugar cane production
in South Africa could he
expanded by an additiopal
10 million tons a year to
around 30 .million tons a
year over the next 40
years,

Scientists have predic-
ted that the cost of
processing cane into sugar
and other products will be
greatly reduced, Mills will
be simplified while sugar
wil] be recovered by an
ion exchange process,

The industry already
has the technology tfo
make alcohol as a by
product and the next step
will be to produce
ethylene as a raw material
for the plasties industfy.

0 Eratiy Bactn “Factory; -
s g Been famous. foF

Sir Winston Churchiil
referred to Estcourt in
Natal as “a {iny iin
town.” On Saturday
October' 3 1964 he re-
ceé‘ved the Freedom
of' the Borough of
Eskcourt at a special
},ceremony to mark his
historie association
! with the town. Arno-
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. curing factory to be run
‘basmally on co-operatwe

”'.‘,Saxnn‘ “carried” ihe - com- -
pany’s First ﬁbacon exports_

i small grotp. of'ﬁnnie "

X 111ty‘v-‘of".bu11d1ng- a: hacon:.

principles.

In August of the same
year it was agreed at a
second meeting on the
name and the capital —
£15000 in shares of £1
each, History was made
On, January 7 ;913 then
the d_x '

“In* ZI'une 1319 the SS

to- the UK ,wher‘é they

of 2048 peiicwt, 4
;  Between, 192 "
the-comp
; fair. number of gu‘ls. in
the factory who. were  af-
fectionately'; . classmed ‘as
“Sausag Girls Loy

In" Decem‘ner 1952 Jthe i
cornpany celebrated ’“the

KT TEN

reallsecf an excellent prlce :

T

I

W,
tand today,
\ the southern hem:spheré &
ed.:,

attainment of a fmrnover
of £1-millicn for the first
time in any financial year.
The major event of
1954 was the start of
production at, the new
Heidelberg factory with
22 sausage DIgS... oo g diis
W heh' ,vacuum-packpd
Baddn.;wag inth ;hced;n _
‘the. marketu. 3 e“,fn‘s}
-timé it proved ‘to.he"a itug‘
success, Once again P

hen., it wzgs;,}estgbhshew
i§ the. Targest:in

1lhpg; and:
“pigs & Week. . The:"
intakke is:5000" a- . week,
-ahd:cattle, -and sheep'are
also ﬂaughtered .
In-1966 - the Hexdelbez‘g
factory entered the» XD
market “




SUGAR s’
" Looking sweijem tﬁ% “ZL .

Assaciation, says such’ borrpwings ml{g}-sa:;.;
not affect cxisting facilitics, Sale 1 rehae " 49

tant to discuss the amount SOUGRL gantikje - g

loans have hosp tied.up, bup it wil) e A

e

nowhcre near the size-of the deficil which .
will be partly covered by reduoed profits’, .-,
and an incvitable price ingrease! | & ¥
At the half way stage of the seasofs the. . s

! sugar industry appears 1o be in stightly - 22

price picked up in September from a Iqw*
of £83,50 -and sugar is now. trading g7+ A
. around £i19 — a shght iriprovement ot B Ao

prices this time last year. Exports have

" considered earliar on. LT o 4o AT
Export manager: $avig Hatdy Con]
firms  the improved .-mmd—iua..mmfcxpﬂmy )
‘market, ~which"he ettn’butcsjmaiﬁiyi o -"(’mﬁf“i@
PLen AR

Y]

rumours of Chinesa‘jmcrestf;'zizrq}., s‘f&’»ﬁ&'ﬁ o
progress in the 1S tawards t'ﬂtiﬁééti};!} of /. Slah
the Intérnational Sugar Agrestagnt, | :
* Local market sales ape alse starting to 5
pick up again; Locad mharket "aianagerk-’ i
- Frans Oosthuizen says that %industgiair ¢
users who hyg _étm:kpu‘ied'ssu,gai‘\_‘1 i artici- ! A
" patiod of the fast price interease in Jnly - g
are now returning to he market; and ' 4 vgls
whotesalers, fepresenting dipsgt f0i. }-,r'?“j“;'f%!i’!ﬁg#
Sumption by selling 10 the public; ',-'az'égi%;ﬁ%}ﬂff«g
back with orders at slightly lowpy levels, | © a5t s

Cane Growers Association GM Ernierfyis,
Morrison says: “This i one of the besti. | Het
crops the industry has #ad. Good raing * ;w i%
throughout the season have helped the- 1{"‘%‘
cane although they have lowered she e o
sucrose conten, Unfortunately quota Te- .
stnctions mean we have 10 leave 2 Mt or ™
10% of the crop in the ground.” ‘

. Ll e




MOLASSES \;) Shgour

A rum affair e |_’,\:o'1$§
The SA Sugar Asseeiation. determined
Lo wnng every last cent out of the export
markei, iy investigating the export of
hph test  molasses, It hopes to sell
35000 1, cquivalent to 35 000 t of sugar,
by the end of 1678,

High ten mielasses, which s a pure
form, 15 used m ileoholic drinks such as
o B the market is so competitive
that the association js reluctant to reven
destinabons o prices. The main advan.
tage of cxporting this commodity is that
Mgar vsed in tus way is pot subject to
quosty,

Ordinary or hiaek strap molasses hay

i

been exported for many years and is han-

led mainly by the Pure Cane Molassas
Company of Darban, a wholly-ow::‘cﬁ.
Subsidiary of United Molasses, London,
Local MD Trevor Hill tells the FM that
of last year’s total industry: production ¢f
758000 t focal market sources. used

. 342 528 1 and the balance was exporied.

Local market use was divided betweow

- fermentatioh (286 304+, - yeast

(46 975 1), agriculture (191 914-) and;
for miscellancous uses. A growing nse in’
thé latter category is as a> Binder gk

chrome briguettes.

The price of molasses is cortrolied and”

".went up last vear from R15/t to RIS

Prospects for export this year are good :
.5 the price has risen from $36 per short -
ton to $63, and appears to be'still rising,’ N




--AS"die uitvoerkwota vir 1979 -
inie verslap word ‘nié,. sal die ~-
- bestellings: van' Suid-Afri- +
> Kaanse! “suikerprodusente’ in °
idie 1979/80:seisoen . met -15.-
persént- beperk word, het
“mnr, Peter Sale, “besturende
‘direkteur van die Suikerver- -

g

Teniging, aan Reuter gest. - T N, o y : |
s e T ~ Hy het daarop ' gewys dat . Internasionale Suikervereni. 1978 tot einde 1980 altesame
Miir. Sale. het gesé ‘indien- " produksie vir die huidige sel- - ging  hespreek word, ‘Mnr. 140 000 -ton Suiker moet. op-

idie uitvoerkwota-van 680 000 -
ton]-yir 1

einde van die

‘hoop. Teen die
sal die land.

ie bevestig dat
huidige. seisoen

danstaande jaar.

wat op-30 April eindig, .- Saje kon' n
‘sal’. Suid-Afrika

‘1 rekord-hoe -.gereghip, sal'wees op 'n groter 'n uitvoeroorskot van tussen
hei *2,08 miljoe toni;. -uitvoerkwota ni e _mn_.n oom fon en»200 000 ton
9:¢  geproduseeriwas.. 1Y % <2 DieIntérnasionale Suiker- -suikerhg. S
_.m,o._.wm&méwiuwﬁﬁnﬁmwmmn . - Die'kwotastelss] .mm__Eooa?f,.ﬁ.mwmmWWﬂ w,nmm “Ehepaal’ nwmw“ﬁ.._,E_.:).\m.mﬁ_n.rwﬁmmmm dat daar-
van m..H,Emmom:" fon..% -0 . ._._m.wq..m: _u,.mmw:u.anﬂ,nm:..ﬂ d mm ,m&m->3wmm¢w= mﬁﬂ.w _wm.z .E_m.._.u_mmm m.m..E in-die'suikerbe- -,
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. note, . —
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dryf s

2 wﬁwvm_.mwwwm,wm_mmoﬁmu.._.m
- Hie:weens dje “uitvogrbeper--
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The SA Sugar Association njay raisé a
loan of several million rands to assist
farmers whose income has suffered
from the drop in the world sugar price.
The industry’s stabilisation fund has
dropped to R9m and is expected to be
exhidusted by the end of the season,
next-April.
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Unionp Co-op sSpurns big

There js Something of «pe mouse thay
red” aboyt Unjon Co-op’s rejection of
Smith Sugar’s offer to buy jis sugar
mill at Dajion plus milling rights for an
undisclosed sum,
Smith’s plan
down ang divert

Des Kilalpy

was to clése the mil
the cane Supply to jig

own mill g4 Noodsberg, in much the same

way that Smith and Tongaat closed

down Melville ang divided jtg cane sup-

ply earlicr in the season, s
Union ¢

of the wa € section of the Co-op’s
factory g Materiaky dependan; on the
Operation of ¢h Sugar mill apq vice
versa,” ’ o
In fact, gA Wattle growers in generaj
Ve experien an exceptiona{!y ood
p

with a 789,
to R63/t for Quality bark
As such, Union Coqp considers that it
il s00n be reaching 4 Stage where it wip

p Union Co o
Temarks that «j; should also be borpe n

ave rejected gy offer ang there the mat-
ime will tej) whether they made
the right decision, The door ig closed anq

ere is np question of Negotiation »
Mickass Brown
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IF ETHANOL is to be produced from '

cane, ‘either ‘Senth Africa must forfeit
sugar-garned foreign exchange- — or
KwaZuli 'thust be planted with cane, say
sugar industry sources.

It is estimated ethanol from cane ean
‘supply 10 percent of the countrys fuel
needs.

It has been claimed that there is.a
vast untapped potential for greater sugar
cane output but indusiry sources say
most suztable land is already planted. |

Mr Anson Lloyd, former chairman-of ..

the 8A Sugar Association, says KwaZuln -

hag 15000 to 25000 hectares of potential
sugar land, which could: produce at least.
1 350- 000 tons of eane.

He $aiil: “The cost of develnmng new
Iand. is high especially if you take an
area like Makathini flais, where an in-
frastructure would have to be es- -
tablished.” ‘

:KwaZulu land would cost about R700
per hectare to develop for ‘cane, he said.

Although the sugar mdustry has a curps
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reni annnal surplus of two million tons
of cane a year, Mr Peter Sale, general
manager of the Sugar- Assocxation, is con-
fident the world market will pick up and
this will be sold.

South Africa’s cane ecrop of 20
million tons currently earns around R149
willion in foreign exchangea year. .

. “In 'the long term we're likely to
gain ‘more in foreign exchange by ex-
porting sugar than we would save by cut-
ting our imports of crude oil,” he said:

Meanwhile, Mr Nigel Wood, MP for
Beréa and New Republic Party spokesman
on planning, said there was enough eane
to produce nearly 10 percent of our fuel
needs.

It could be made available at a priee
competitive with petrel, he said

Petrol costs nearly 30c a litre but the
cost of producing ethanol eould be 13¢c fo
15e, says Mr Wood. If the Government
dropped excise on.ethanol from 16¢ to
10¢, and a few cents were added on for
distribution costs and profit, its total cost
per l:tre could be under 30c,
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DENNIS HENSHA W surveys the depressed condtttons in the sugarin-
dustry and says that they will have an effect on trade throughout

M l“ﬁ'lt\qcﬁ

There are s

Natal.

some sugar
barons but .

NATAL’S tradrtlonal
sugar baron still exists,
his ‘‘title’’ securely
handed down from his
father, and his life-style
is unlikely to change in
the chill wind presently
blowing through the
sugar industry.

Survivors, too, will be
the estabiished growers on
the larger farms, bond-frge
and experienced

weatherers of prewous ‘

storms.

The Receiver of Revenue
will suffer from their
reduced profits. But they
will fallow their fields, cut
back on lgbour, do w1thout
new equipment and ride
out the current lean spell
without even taking a notch
intheir belts.

60 percent

But. 60 percent of the

nearly 2000 White cane
growers in South Africa are
‘producing less than 7000
-tons of cane a season (the
industry’s ‘‘average,”’
representing an 80 ha
farm.) And many of these
are at risk.
, ‘‘Those relying purely on
‘cane and carrying large
bonds on their farms arein
a bad way,”’ 'said a
spokesman for the S.A.
Cane Growers’ Associa-
tion.

“The level of interest
rates is killing and those
who pald premium prices
for their farms or under-
took big expansion
programmes in the boom
years (1973/74) could go

. under.

“If there is no improve-
ment next season, many of
the 200 growers in the
Pongola area will be in ex-
treme difficulty.

“They are small farmers
who -have-spent a lot of
motiey on ‘expansion (this
was a Government settle-
ment scheme), and haven’t
yet been able to recoup.

*“This area will probably
be worst hit, and there
could also be hardship in
the Natal Midlands.”

The cutback in cane
quotas does not affect
growers producing less
than about 550 tons of cane.

These include about 40
White growers, most of the
1900 Indian and 57
Coloured growers, and all
the 8680 Zulu growers,
whose average area under

Cane cutters on a Natal sugar farm . .

cane is only one or two ha.

Sugar is a highly-
efficiently run industry,
whose importance can be
gauged from its 1974 ex-
ports of R223 miilion — the
biggest earner of foreign
exchange for South Africa
of any agricultural
product.

By its own efforts it has
climbed into the top five
sugar exporting countries
in the world.

In the fat years of high
world sugar prices the in-
dustry and the individual
farmers spent their excess
profits on modernisation of
housing and equipment,
and from 1971 contributed
heavily to the price
stabilisation fund.

The RI100 million con-
tributed has now been

. eaten away to nothing by

falling export prices and
the Government’s in-
sistence on keeping the
domestic price at an un-
naturally low level.

In fact, during the past
five years the local con-
sumer has been subsidised
to the extent of R250
million from exported’
sugar,

Now that the
combination of cutbacks in
cane-growing gquotas (30
percent on established
mean peaks) and low world
price have forced stringent
economies, the effects will
he wide-ranging.

When the sugar industry
suffers, Natal traders suf-
fer.

A North Coast grower
told me: '‘The only cuts
possible for us are in field
labour and new équipment.

““We are laying off
African labour, the fer-
tiliser industry will suffer,
so will the machinery
manufacturers, motor-car
distributors and right down
the line,

‘‘We have had other

crises and weathered
them. During the 60s I

=TT i

J

went in for some diver-
sification — marketed
avocados and planted two
and a half ha of coffee, but
the soil I used was too
poor.

“Other cane growers
have tried cotton during
the bad times. It grows in
the same conditions as
cane, but very few people
stayed with it.

“] suppose market gar-
dening, tomatoes and so
on, is the immediate
answer — until the market
is flooded.

“But by and large we
shall just have to sit it out.
Thank God my farm
doesn’t belong to the bank.
Those who’ve bought into
sugar with b:g bonds will
suffer most.

To buy a cane farm
which would land you on
the fringe of bharonial
status you'd haveto write a
cheque for R500000 -
Re600 000. You would then
own some 200 ha of
canelands with a house,
buildings, labour com-
pound and equipment.

* These days you could ex-
pect a return of about five
percent on your invest-
ment. In boom times it
would be double.

Variables, such as dis-

tance from the mill,
whether the land is sloping
or flat, whether irrigation
is necessary (as at
Pongola), and how often a
crop can be cut, enormous-
ly affect the returns.

Farmers on Umfolosi

Flats harvest their cane
every 12 months; on the
North Coast every 14 to 20
months; inland and on the
Sowth Coast every 24
months.

Hazards

The accepted figures in
the sugar industry for
return on capital is 7 per-
cent for growers and 14
percent for miilers (based
on historical book value.)

A more realistic figure
today for the eane grower,
according to their As-
. sociation’s spokesman is3

' pereent

‘And for that modest

. return. the cane grower is
" subjeéct to a crazily-
‘ ﬂuctuatlng price -for " his

“crop (cushioned by the in-

dlan 'sirdar while they

; spend their lives out on

- their ski-boats. . .

You can find private air-
strips in the Zululand
. canéfields, and the sugar
" belt probably still has the
highest concentration on

. the Mercedes map of South

" Africa.

Biit today if you flush out s
a cane farmer you are far

more likely. to find a

! teohnologist - economist,”
with more’ than, llkely a

leanmg towards soc:ology

A bashful character, he
will probably ‘net want to
be identified. So for my
typical North Coast grower
I can only describe him as
the great-grandson. of

: dustrys controls) »and the
“ normal hazards of. a‘-‘
‘ farmeﬂ’s life anywhere.

" There are still one or two. -
. playboy cane farmers, who -
- léavé'the running of their.- .
. farms to a manager or In- -
"announeement'

he remembers the years of
the locusts in the 30s and
the depressed prices of the
60s.

An Indian assistant
manager runs the farm in
his absences, and he is
presently planning to hand
over the running of the
farm to his son-in-law and
daughter, for whom he is
building a new house.

His labour force is 150 to
200 Tongas from over the
Ubembe range, unlike
most growers on the Natal
side of the Tugela who
employ Pondos from the
Transkei on six-month con-
tracts. (Pondos are not
aliowed to work beyond the
Tugela.)

“We don't get the work
out of the Tongas that they
do out of the Pondos,” he
says. ‘“They can make grog
out of anything. They have
no contracts; they come
and go as they please, but
get an extra bonus if they
stay to the end of the cut-
tmg season.

Tribe

“We'vedrawn our labour
from this same tribe from
tite beginning, and I'm now
employing grandchildren
of some of the original
workers.”

He has an enlightened
paternalistic approach to
his labour force. All the
families are housed in
detached or semi-detached
houses, and every year his
building team builds
another house for them, as
well as constantly
renovating and up-grading
existing buildings.

The bachelors live in
reomy barracks and he
personally supervises their
balanced diet, with plenty
of meat and fish. Most of

his avocado crop finds its {

way to the communal din-
ing hall, which has a televi-
sion.

And much of his spare
acreage is devoted to grow-
ing or rearing food for his
staff.

“Some farmers still feed
their staff on mealies and
beans,” he says, ‘‘but there
is a growing social con-
sciousness in the in-
dustry.”

He pays for the educa-
tion of all the children on
the estate — currently
about 20 — paying for their
books, clothes, fees and
transport, and in a couple
of cases hoarding school
fees.

Labourer |
His basic field. lahourer i
is paid R45 a month cash e "
.. which s going.up- by 10 per;
“'cent-a year., (¥ years ago. {:
the standard wage was £5 a:f
“month;) - K i |
“- “But Pim paymg a can
~.cutter R66 a.month, whxch
with bonuses usually works .

" out at about R00.” :eli”

. Lagt’ ;week ::{‘
‘that
America has 1ncreaSed the
import fee to-3;35 dollars .

" per 1001b for.raw sugar‘

Ephraim Rathbone, the

first man to grow sugar
cane in South Africa, 130
years ago.

Rathbone s descendant
farms 280 ha of cané plus

some 50 ha of other land on

the estate which,was es-
tablished by his father in
1919

.+ His 'cane guota is'21 000

v,

tons, which puts hnn 1in t] the -

falrly big league. ,
He lives in cons;derable

style, with swimmifig pool
and tennis court.and’ drwes .

a new Rover 3 500.
He is philosephical about

A the cutback in his quotd:ias " . Vo

(3,87 dollars for refined).!
further depressed the
market.

> the

os

ticn

And the world’s sugar

producers are still waiting -

for America to ratlt‘y the .
' International Sugar. Agree-

ment negotlated a year
ago.

Coupled to- tlns is the ef-
fect of 3 500 000 tons of beet
sugar dumped on the free .
market by the. EEC.
countries, heav11y subv,-
sidised by European ‘tax-
payers to the extent of 600
million dollars last 3 vear ,

World

At least wh11e the world

price stays at a low: level
mdustnal users. of’ sugar
are unhkely to turn 10’

J other sweeteners — frue-
*tose -and ‘corn syrups.

.This occurs when the
sugar price peaks, as hap- .
pened in 1974 when Pepsi-

“cola converted to corn.
Syrup. .

‘To compensate in the
future the sugar industry
‘can only’ hope for the open-

-ing of yast new markets.

such as’ China, or the ex-,

pansion of trade to the

Third World. "




‘SUGAR INDUSTRY

Sour outlook for ’79

The past season’s successful harvest is
about the only worry the sugar industry
doesn’t have as it cleans up and prepares
for the new season starting on May 1.

For all practical purposes the crop is
safely in. The final figure is expected to
be around the estimate of 2,05 Mt, or
30 000 t less than last season’s record.
Had it not been for International Sugar
Agreement restrictions, excellent weather
would have yielded a record crop.

But, to begin with, the Price Stabilisa-
tion Fund, which opened with a credit
balance of R9.6m, will end the season
R40m in the red. It won’t in practice, of
course, because the industry is borrowing
abroad to pay itself proceeds allowed
under the formula. Terms and amount of
these borrowings may be known by the
end of the month.

A price increase could reduce the defi-
cit, but substantial rises over the past two
years, which have pushed refined white
sugar up from R108 to R266 per ton,
have produced sales resistance and an in-
creasing threat of substitution for sugar
in industry. Future increases, sugar
industry sources feel, can only be on a
small but regular basis. Among other
advantages, this would avoid the massive
hoarding which took place in anticipation
of previous large price increases.

Another less welcome way of coping
with the PSF deficit would be for the
industry to accept returns lower than
those to which it is entitled. This would
probably lead to some bankruptcies, par-

@ WA
07

ticularly among smaller growers, and
would be a last resort.

A crucial factor over the next year is
the behaviour of the export price. So far,
the ISA has done precious little to boost
prices although some argue that, had it
not been for the agreement, prices would
be even lower than the current London
Daily Price of around £96/t. which com-
pares with local cost of production of
between £140 and £150/t.

Better than £110

By hedging, SA has probably achieved
a price averaging better than £110/t for
its export entitlement of 680 000 t.

In terms of the ISA, SA is obliged to
create a buffer stock of 147 000 t over
three years. This entire stock has been
accumulated already, for two main rea-
sons: firstly, to keep milling costs per unit
down by maintaining mill throughput;
and secondly, on the premise that pro-
duction losses over the next two sgasons
may be recouped from higher world
prices. If the gamble fails, the sugar
industry will be in deep trouble.

Although production cutbacks have
had some effect in reducing world stocks,
there is still a substantial overhang of
more than a third of annual world con-
sumption. Nor has the position been
heiped by an unusually mild European
autumn, which boosted the beet crop.
No-one can predict what weather will do
to crops around the world this year and
consequently price movements must be

largely guesswork.

Some help is expected from US ratifi-
cation of the ISA early in the year, which
will assist in arrangements for the financ-
ing of buffer stocks.

However, London sugar broker ED &
F Man comments: “The prospects for
1979 now look bleak. As in 1978, the
ISA will cushion the market from its
worst levels, but will be unable to raise
prices through 1SA minimum price objec-
tives. The question which must be ans-
wered during the coming weeks is how
the massive stock levels can be reduced
without the free market mechanism giv-
ing assistance by stimulating consump-
tion and discouraging the over-produc-
tion which will otherwise lead to a sixth
year of plenty.”

The unpalatable fact is that, having
dodged last season. the SA sugar indu-
stry will be obliged to bear the full weight
of production cuts in the 1979-80 season,
restricting the crop to around 1.8 Mt.

Substantial quantities of cane will have
to be left in the fields and that too poses
problems. Older cane is more susceptible
to eldana borer, which has become a
serious pest. It eats out the middle of
cane stalks, reducing sucrose content and
rendering badly infested stalks almost
unmillable. Costs are raised by increasing
the tonnage of cane milled for a given
volume of sucrose.

Although eidana occurs throughout
the cane belt, it has previously only
attacked cane as far south as the Tugela,

Financial Mail January 19 1979 ..
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were made on such a scheme it would"
unkikely to influence the sugar industry
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Cane being loaded . . . but some may have to stay in the fields

' b.ut Is now extending its range. No effec-
tive control has been discovered.:
+'Costs continue to rise. Most cane is
transported to the mills by road and
h_igher fuel prices make this more expen-
sive. Growers must pay 14% more for
fertilizer and the industry is due tonegoti-
ate a new wage agreement later this year,
There is still room for productivity
gains and savings through rationalisa-

- e

tions such as the Smith-Tongaat takeover
of Melville last year. A later attempt by
Smith to buy Union Co-op’s mill and
divert its cane to Noodsberg failed, but it
would be surprising if there were not
other attempts by the big fish to swallow
the industry’s few remaining minnows.
Some ey_(citement has been generated
by suggestions that sugar be converted to
ethanol, but even if an immediate start

fortunes for a year or two, by which -
export prices may have recovered. )
Volly van Breda, a member of the
commitiec which examined the scheme
tells the FM that he is convinced it is ar;
cconomic proposition. Given a “normal”
cane price of say R13/t and using just the
Juice or molasses, ethanol could be pro
duced at a cost of about 30¢/litre. If the
whole planlt ts used it would be more
economic. It requires i
o I quires 20 t of cane to yield
However, any decision to proceed with
the manufacture of ethanol from sugar
cane or other materials is for the politi:
cians. The sugar industry is in no posi
uon to embark on new capital ventures.
What it must do is to go flat out and
sell all the sugar it can to the local
market, where sales dropped for the firsi
time since the 1967-68 season owing to
price increases. Total local market sales
during 1977-78 were 1,05 Mt (1976-77:
1,15 Mt). The industry is also trying tol
boost export sales of molasses, which are
not subject to the ISA quota. -.
- For all t‘he gloom, the local sugar:
industry believes present conditions arc
part of a regular pattern it has endured
many times and that the ship will come
up again. Perhaps so, but it’s pretty u
comfortable in the trough, .

—
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GOEWERMENTSIKENMISGEWINGS

GOVERMMENT NOTICES

DEPARTEMENT VAN NYWERHEIDS-
WESE

No. R. 349 28 Februarie 1979

WYSIGING VAN SUIKERNYWERHEID-
OOREENKOMS VAN 16 JULIE 1943
Die Minister van Ekonomiese Sake het kragtens

artikel 2 (1) (b) van dic Suikerwet, 1936 (Wet 28 van
1936). dic Suikernywerheidooreenkoms, soos bepaal en
gepubliseer by Goewermentskennisgewing 1286 van 16
Julie 1113, soos gewysig, gewysig soos uileengesit in die
Bylagc hiervan.

‘ BYLAE .. . .

Paragraal 2 (3) van Bylae B van die Suikernywerheid~
_ooreenkamy, word hierby deur die onderstaande para-
 graaf vervang: . T

"7, (3 Dic Nywerheid se maksimuim pryse in Durban
per meiricke ton van bovermelde tipes suiker Vir ver-
koop in dic plaaslikc mark moet op 28 Februarie 1979
as volg wees, soos deur dic Minister bepaal:

- Geraffineerde suiker: R291.

. Bruinsuiker: R267.”. o

oy )

DEPARTMENT OF INDUSTRIES
28 February 1979 ©

No. R. 349

AMENDMENT OF THE SUGAR INDUSTRY
AGREEMENT OF 16 JULY 1943

The Minister of Economic Affairs has, in terms of -
section 2 (1) (b) of the Sugar Act, 1936 {Act 28 of
1936), amended the Sugar Industry Agrecement, as
determined and published under Government Notice
1286 of 16 July 1943, as amended. as scl forth in the -
Schedule hereto. o

SCHEDULE

The following paragraph is hereby substituted for ~
paragraph 2 (3) of Schedule B to the Sugar Industry
Agreement: : ;

“3. (3) On 28 February 1979 the Industry’s maximum:
prices per metric ton of the types of sugar referred to
above at Durban for sale in the local market, as deter-
mined by the Minister, shail be—

refined sugar: R291;
brown sugar: R267.".

DELEN

DEPARTEMENT VAN HAN
; VERBRUE(ERSAKE
No, R.350 . . . . "728 Februaric 1979
PRYSBEHEER —MAKSIMUM PRYSE VAN
. . SUIKER % “
Ek. Elias George de Beer, Pryskontroleur, “hande-
Jende kragtens dic bevoegdheid 'y verleen by artikel

i

“.4ivan dic Wet op Prysbeheer, 1964 (Wet 25 van 1964),”

Mysig hierby, vanaf die datum van publikasie hiervan,
Goewermentskennisgewing R. 1339 van 30 Junie 1978,

"7 deur die vervanging van—

(1) in dic Tweede Bylde—
(a) dic tabel in

o

1 (a)-deur die’ volgende

Ve S s e

paragra‘afl

oA

DEPARTMENT OF COMMERCE AND
. CONSUMER.AFFAIRS
No. R. 350 28 Fehruary 1979%

PRICE CONTROL.—MAXIMUM PRICES OF
SUGAR
1, Elias George de Beer, Price Controller. acting unde
the powers vested in me by section 4 of the Prig
Control Act, 1964 (Act 25 of 1964), amend Lereb
as from the date of publication hereof. Goveriméen
Notice R. 1339 of 30 June 1978, by the substitutio
for— _
(1) in the Second Schedule— ;

(a) the table in paragraph 1 (a) of the followin
table: .

6315—1;
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SUGAR prices rose yesterday - by about 8 percent for
: - white and 3 percent for brown ~ in & move aimed at keep-
« Ing the domestic price level with the cost of production,

- Price changes vary ac-
cording to the distance
from Durban.
The Reef price for a
) 2,5kg pack of white sugar
goes from 92 cents to 99
cents — a 7,6 percent rige,
The Durban price goes
up from 80 cents to 87 cents
- a2,5kg pack — an 8,75 per-
‘cent rise, ’
Mr. Peter Sale, general
" manager of the S.A. Sugar
- Association, said domestie
‘consumers were not being
» asked to subsidise exports
, which were being sold
. below cost,
The shortfall was being
. made up by loans raised by
. , the industry and by cutting
“the return allowed to
' millers and growers.
Yesterday's price rise
caught retailers on the hop.
Previous rises have led .
to massive stockpiling.
This increase, which will
cope with increased fuel
prices, was a well-kept
. secref.

Costs

A leading manufacturer
- i Sald «the consumer would

. be affected by the price in-i-

- crease within weeks.
| N il

* be.‘good hoys’ of industry
- and absorh all the costs.
v +%The consumer will be.
hard hit, EREER
Sugar is not the only
I commedity to go up, there
are other increases on the

|| way,” be said.

Ch ‘-\“Manufacturérs,i cannot ;

|
|
L
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Receiving a helping ha

While bearish noises emanate from Lon-
don, this week’s domestic sugar price
increase was the latest in a series of
happier turns for the downcast local
industry.

First came the R25m loan to the Price
Stabilisation Fund (PSF) in February.
SA Sugar Association general manager
Peier Sale forecast on receipt of this
amount that it would be repaid in four
years and that the London price would
harden to £140 in 18 months. This was
effectively to forecast that the local
industry would make R25m over and
above a 14% return on its investment in
the next four years. Bold words, and
sugar shares responded (see chart). At
first the London price did move the way
Sale said it would. It rose from £98 to a
recent high of £109, but then came off to

Depression continues to reign in the
international sugar market. Prices
show little inclination to rise far
beyond the £100/t level in the face of
a likely increase in surplus stocks of
some 2 Mt or so by the end of August.

Mid-week, the London Daily Price
for raw sugar stood at £103, compared
with £97 at the beginning of February
and £96 at the turn of last year. One
key trading house told the FM that the
market presented a buoyant under-
tone, largely because of continued con-
fidence provided by the International
Sugar Agreement (ISA). But the out-
look remained one of continuing sur-
plus.

Independent sugar statistician F O
Light estimates the current season’s
crop could reach 93,2 Mt, compared
with an initial estimate of 91,8 MLt.
That is further confirmation. that the
world seems to be heading for another
surplus to be added to the already
iflcisting massive stocks of about 30

t.

Most sugar experts see the stockpile
increasing to 33 Mt or more.

The latest view of the world sugar
situation, from London brokers ED&F
Man, notes the influence of the ISA,
which raised the average spot price for
1977-78 of US 7,51 c/Ib to 8,20 ¢/Ib in
the first six months of the 1978-79 sea-
SOTL,

“The 1979-80 season is too far
away to be discussed except in terms
of broad probabilities,” they say.

“However, the 1980 delivery posi-

its present £103.

This week’s domestic price increase
from R266 to R291 for white sugar and
from R257 to R267 for brown, brings
domestic prices, at least temporarily,
above local production costs. This and
the PSF loan might just persuade certain
companies, which hinted in their interims
at dividend cuts to come, to change their
minds. There is now more bullishness in
the cane country. Whether or not divi-
dends are cut will depend on the outlook
at the time, and this changes daily.

Sale tells the FM that the proceeds of
local and export sugar sales in the season
just closed came to R46,5m less than the
allowable 14% return on capital. Part of
this “deficit” was met by withdrawal of
the R9,6m then remaining in the PSF and
part by means of the R25m loan. The

NOT SO INTERNATIONALLY SWEET

tions on the terminal market makes it
possible to transact business for the
season at between 10,0c-10,5¢/1b.
That is a level at which some
producers can produce profitably and
only a few percent below the 1SA floor
price (11c/lb or £132/t}. It clearly anti-
cipates a substantially improved pic-
ture despite the huge stocks to be
carried over. :

“The 1979-80 season may
ultimately benefit from the weather, or
political factors, but it would be wrong
to suggest that 1979-80 prices of 10c
do not already reflect that. We do not
anticipate any large price movements
until confirmation of lower beet sow-
ings and production cutbacks for next
season are substantiated. A price be-
tween 8c-9¢/lb is indicated.”

The peneral opinion is that the
market seems likely to move sideways
during the rest of the year. But there
are one or two variables which could
influence prices in either direction. The
US still has not ratified the ISA,
which is aimed at keeping prices within
the range 1lc-2lc by a system of
export quotas and reserve stockpiling.

The sugar price now stands at about
8,6c, consequently producers are con-
tinuing to operate a system of export
quotas. These have, in cases, led to
cutbacks in deliveries of 18% and
more on originally allotted Basic
Export Tonnages unhder the agreement.

However, the US’s continued non-
ratification might be upsetting to ISA
morale and is preventing the introduc-

oo Wi

R12m gap is not a straight loss but rather
a shortfall on a 14% return. This is
roughly equally attributable to growers
and millers.

The industry still faces problems.
International stocks are still near all-time
highs and current London prices are way
below SA production costs. SA’s produc-
tion next season will be further limited to
1,8Mt (2Mt) in terms of the International
Sugar Agreement (ISA) and there is no
question of increasing existing buffer
stocks. If international prices decline, the
SA industry could end up with stock
losses instead of the profits it is hoping
for. And higher fuel prices could again
push costs above the latest domestic
price.

Some analysts are worried about the
declaration of profits and dividends

tion of a stocks acquisition scheme
financed by levies on international
sugar transactions.

The US may soon move to ratify the
pact — an action which is geared to
the Carter administration settling a
domestic sugar price-support dispute.
Senate and House of Representatives
officials are still some way off com-
promising with Carter, but observers
believe agreement could be reached in
the second quarter of the year.
According to traders, it would help
boost prices — ratification of the ISA
would tighten the pact’s market hold.

Two other key factors in the equa-
tion are the degree of aggression with
which Cuba and the EEC market dur-
ing the remainder of the season. Cuba
expects to produce some 7,5 Mt this
season, compared with 7,35 Mt last;
and the EEC is faced with handling a
surplus of some 3 Mt. The Community
continues to encourage domestic pro-
duction through subsidies and at the
same time is committed to purchasing
14 Mt a year from former colonial
sugar cane producers in Africa and the
Caribbean.

This structural imbalance prevents
the EEC accepting the export dis-
cipline which is a condition of ISA
membership. It is likely to remain a
point of some dispute among world
producers, particularly as Brussels,
instead of stockpiling, prefers to
offload sugar onto the international
market with the assistance of export
subsidies.
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against loans, but this is what price stabi-
lisation is all about. The PSF was in defi-
cit in the mid-Sixties when the London
price was only £12/1, but it rebounded
into surplus rather splendidly by the
early-Seventies. Another hope is that the
SA industry will be able to clinch sales in
new markets outside the ISA. It is also
strongly rumoured that, if necessary, the
government will allow a further PSF loan
next year.

The first hint of less pessimism from
the sugar companies was in the interim
statements of Huletts, Tongaat and
Crookes. Tongaat managed to increase
its share of the industr{’s production
from 10,1% to 10,2% and sugar profits
fell less than feared. Thanks to better
trading in non-sugar divisions Tongaat
was looking for year-end earnings of 70c
(65,2¢). Far from cutting its dividend, it
could raise it from 25c¢ to 27c. This
would give a prospective yield of 8,2% —
fair, considering the uncertain sugar
scenario.

Huletts’ production share slipped from
35% to 34,5% during the current season
and at the interim slightly lower sugar
profits were expected for the year. Paper
and transport profits were expected to
rise and aluminium to level peg so. the
28c dividend looks safe. The current
yield of 11,8% makes the stock look
attractive on a longer view.

CG Smith Sugar’s share of production
is down from 37,2% to 35,2% and first-
half profits were down 34% to 35¢ (53¢).
The 20c interim was held but chairman
Frank Jones warned that the final would
definitely be less than last year’s 55c. The
question now is whether he will recon-
sider in view of the slightly improved
longer-term scenario. Earnings this year
should reach at least 70c and, consider-
ing the group’s liquidity, the total divi-
dend should not fall much below 50c.
This would put the counter on a prospec-
tive 8,5%, which looks about right.

Crookes is purely a grower with no
milling facilities. The company does not
yet know how much the latest price
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increase will help but is hoping for an
additional R2/t of sucrose. Prices before
were about R100/t. Earnings at the
interim were 11% down, but were
expected to improve, perhaps to parity
with 1978 by the end of the year.
Crookes will probably earn 50c and pay
29c again to give a prospective yield of
9,7%. Dawd Carte

WALL STREET
\
Night driving
N

To be fangiful, Wall Strect appears at the
moment to\be populated by hordes of in-
vestors wealng blindfolds. There is a lot
of milling arbund, a multitude of colli-
sions and a igass of inconsequential
energy. In short, the stock market is lack-
ing in leadership which makes it vulner-
able to both good and bad news — and

it is often unable to Mmake up its mind
which is which.

became the dominant preoccupation,
energy stocks with good domestic sup-
plies of oil and gas becamg alluring.
Woven through the tapestry/ has been
occasional activity in the so-¢alled gam-
bling stocks whose futuré could be
secured by a significant expansion of
casino gambling outside of the Nevada
enclave.

But none of these groups has taken the
market anywhere and while its ability to
weather adverse foreign news remains
impressive, the market appears
increasingly to be in a holding pattern,
waiting for something to happen. Quite
what is anybody’s ghess. In the short-
term, it seems that/ President Carter’s
expedition to the Mifldle East is going to
be highly |mportant Just as the market
put on its hat and called a party when
Prime Minister Bgin announced early
last week he would come to Washington
after all, so on /Monday the festivities
were repeated when the Israeli cabinet
supported the S compromlse formula
for the peace tr¢aties in Egypt.

e
815,75 down 0,08

Friday...

Monday. 827,36 " : up’ 11,61“

Tussday ... 826,58 éown 0,78
R

have,

Jdnuary were published and they showed
e third consecutive monthly fall.

Straw-in-the-wind economists have
long said that three successive declines in
this amalgam of statistics on economic
activity point to'a recession and they said
it again last week. But it must be added

% change on ..
P/E 1atio . ommeissssssmsmmsirsissssssns + coees
Div vield
UK FTInd.............
% change on..
P/E ratio. .
Div vield...... P S
US Dow Jones.... ... cvvernnfunnn
% change on ....... SO
P/Eratio* ceeeee v cee e s s
Div yield®...
Gold price Im US $on Londo )...
% change on
Krugemand (Rand)
Public selling price..,
% change on .

* Standard & Poar mdex

239 1

2323

Public buying price is 10% belgw, subject to negotiation.

signposts '

Week ago Month age Yaear ago
306.3 304,7 198,6
—3.1 —26 49,4
5.3 54 39
7.2 71 10,6
4796 454.8 4441
1.4 6,9 9,5
84 79 78
59 6,3 6,1
8070 8229 746,8
2.4 04 10,7
8.7 87 84
6,2 5,1 5.5
247.6 2441 186,8
—3.4 —2,0 28,0
241,2 243,2 185,8
—3.7 —4,5 25,0
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there is precious little sign of a recession
yet. Car sales had a good February,
factory orders rose by 1,9% and there
are murmurings from the Department of
Commerce that perhaps the economy is
motoring a little too speedily. A slower
rate of growth, will, it is widely held, help
put a brake on inflation. The stock
market may well be prepared for bad
inflation figures over the next month or
two, but it is difficult to see investors sit-
ting comfortably with a fast-running eco-
nomy and double digit inflation.

At the moment the best policy appears
to be to sit tight and to hope that you
have a takeover target in your portfolio.
The merger and acquisition wave in the
US shows very little sign of weakening at
the moment and is drawing its consider-
able strength from the relative cheapness
of assets as valued by the equity markets
and fears that Congress might vet act to
limit the size of acceptable mergers.

In the past week a host of stocks have
become investors’ darlings because of
takeovers. On Tuesday a Californian
savings and loan association, United
Financial, was revalued upwards on an
agreed merger with National Steel based
on 42 a share when the stocks had pre-
viously traded at 23%. Polychrome Corp
has put on more than 10 points in the
shadow of a bidding war between Fran-
ce’s Rhone-Poulenc and Japan’s Dainip-
pon Ink & Chemicals. But this is only
icing on a still indifferent cake.
DIAGONAL STREET %M
Shakeout continues"
Amidst the plethora of negative news in
the past week the most worrying item to
the market is the narrowing discount on
financial rand. The mechanics are fairly
simple. As the discount — currently
37,3% — comes down, SA shares
become more expensive to overseas in
vestors. So with FR looking set to go
through the US 80c¢ level, share prices,
particularly De Beers, golds and
platinums, either have to rise to new
levels in London and New York, or
decline in Johannesburg.

On Wednesday the FR rate rose to US
T4c, up US 5¢ on the week. The increase
is not due to higher overseas demand for
SA shares. If anything overseas demand
has declined in recent months. Brokers
and analysts are attributing the rise to
broader uses of FR. Now that foreign in-
vestors can employ FR for SA invest-
ments other than listed securities, such as
factories and machinery, the rate can be
expected to rise even more.

For instance, the market is aware of a
very big FR requirement ostensibly, from
one of the motor assemblers for a new
engine plant — believed to be Volkswa-
gen. A figure of over R70m has been put

800
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on it, but this has not yet been verified.

One analyst believes the Reserve Bank
will put a damper on the rise if the FR
rate gets too far above the US 80¢ mark,
After all, the immediate object of the
€Xercise is to attract overseas capital
through an attractive discount.

It cannot be gainsaid that a higher FR
rate will have a dampening effect on
overseas-held stocks. However, it does
not mean that the market has come to the
end of its bull run. An analyst points out
that four London brokers have recently
published reports indicating that SA gold
shares are cheap at current levels. Ameri-
can buyers may join in later, although
they are net scllers at present. A contrary
belief is that the rising commercial and
financial rand rates could favour further
equity price rises. People tend to prefer
investing in countries with sounder cur-
rencies, such as the rand, on present per-
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formance. So, a pradox of a rising FR
rate and share prices is possible, particu-
larly if the gold price rises further.

A chartist points out that the $9,85
crash to $238,15 at Monday’s second fix
petrified many investors. This broke a tri-
ple bottom on the daily bullion chart and
the move heavily penetrated the bullish
resistance line in operation since
December.

However, the gold chart had pre-
viously broken three triple tops since
December, which is considered highly
bullish. Although the picture may appear
to be confusing, there is little doubt
among brokers and analysts that the -
price will be close to $300 by the end of
the year, if not earlier. The chartist says
that the upward breaks point to a price of
$261 in June, and $303 in September.

Confounding these views on golds
were Wednesday’s wildcat strikes, which
affected most gold, copper, platinum and
coal mines. It appears that investors have
paid little attention to the strikes and
mining analysts believe this to be simply
a show of muscle by the unions. On
Wednesday night, the strikes were not
expected to last more than 24 hours.

Nevertheless, this was one of the
major causes for Wednesday afternoon’s
bullion recovery to $242,25 ($239,75 on
Tuesday). With overseas investors net
sellers, golds rose on local demand.

In mining financials, Unicorp pub-
lished encouraging figures. One broker’s
research indicates that there is still a
large chunk of overseas investment in
mining financials, which could be soaked
up by institutions as foreigners seil on FR

Financial Meil March 9 1979



A

B AL . B F T e s T eI WL W e TLLLSTIAIN S | TLTRL

=

ke <o sl 2 H 270 BB KT BRRLELS e kil a1 il T

While bearish noises emanate from Lon-
don, this week’s domestic sugar price
increase was the latest in a scnes of
happier turns for the downcast local
industry.

First came the R25m loan to the Price
Stabilisation Fund (PSF) in February.
SA Sugar Association peneral manager
Peter Sale forecast on receipt of this
amount that it would be repawd 1in four
years and that the London price would
harden to £140 1n 18 months. This was
effectively to forecast that the logal
industry would make R25m over and

‘above a 14% return on its investment in

the next four years. Bold words, and
sugar shares responded {sce chart), At
first the London price did move the way
Sale said it would. It rose from £98 to a
recent hegh of £109, but then came off to

e e e QT SO {NTERNATIONALLY SWEET

Depression continmes to reign in the
international sugar markel. Prices

beyond the £100/t level in the face of
a likely increase in surplus stocks of
some 2 Mt or so by the end of August.

|
i
;
i show little inclination to rise far
1
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Mid week, the London Daily Price
for raw sugar stood at £103, compared
with £97 at the beginning of February
and £96 at the turn of last year. One
key trading house told the FM that the
market presented a buoyant under-
tone, largely because of continued con-
fidence provided by the International
Sugar Apreement (ISA). But the out-
look remained one of continung sur-
plus.

Independent sugar statistictan F O
Light estimates the current season's
crop could reach 93,2 Mt, compared
with an initial estimate of 91,8 Mt
That is further confirmation that the
world seems Lo be heading for another
surplus to be added to the already
existing massive stocks of about 30
Mit. .

Most sugar experts see the stockpile
increasing to 33 Mt or more.

The latest view of the world sugar
situation, from London brokers ED&F
Man, notes the influence of the 1SA,
which raised the average spot price for
1977-78 of US 7,51 ¢/ibto 8,20 ¢/lbin
the first six months of the 1978 749 sea
son.

away 1o be discussed except in terms
of broad probabilities,” they say.
“However, the 1980 delivery posi-

“The 1979-80 season is too far .

its present £103.

This week’s domestic price increase
from R266 to R29} for white supar and
from R257 to R267 for brown, brings
domestic prices, at least temporarily,
above local production costs. This and
the PSF loan might just persuade certain
companies, which hinted in their interims
at dividend cuts to come, to change their
minds. There is now more bullishness in
the cane country. Whether or not divi-
dends are cut will depend on the outlook
at the time, and this changes daily.

Sale tells the FM that the proceeds of
local and export sugar sales in the season
Just closed camne to R46,5m less than the
allowable 14% return on capital. Part of
this “deficit” was met by withdrawal of
the R9,6m then remaining in the PSF and
part by mecans of the R25m loan. The

tions on the terminal market makes it
possible to transact business for the
season at between 10,0¢-10,5¢/1b.
That is a level at which some
producers can produce profitably and
only a few percent below the ISA floor
price (11¢/lb or £132/1). Tt clearly anti-
cipates a substantially improved pic-
lure despite the huge stocks to be
carried over.

“The 1979-80 season may
uitimately benefit from the weather, or
political factors, but it would be wrong
to suggest that 1979 80 prices of 10c
do not already refiect that. We do not
anticipate any large price movements
until confirmation of lower beet sow-
ings and production cutbacks for next
season are substantiated. A pnce be-
tween 8c¢-Ye/db is indicated.”

The genceral opinion is that the
market seems likely to move sideways
during the rest of the year. But there
are one or two variables which could
influence prices in either direction. The
US stll has not ratificd the ISA,
which is aimed at keeping prices within
the range 1lc-2lc by a system of
export quotas and reserve stockpiling.

The sugar price now stands at about
8,6c. consequently producers are con-
tinuing to operate a system of export
quotas. These have, in cases, led to
cutbacks in dtliveries of 18% and
more on _origmally allotted Basic
-Export Tonmages under the agreement.

. However, the US’s continued non-
ratificatidn might be upsetting to 1SA
morale and is preventing the introduc-

weyparirets

R12m gap is not a straight loss but rather
a shortfall on a 14% return. This is
roughly equally attmbutable to growers
and millers.

The industry still faces problems.
International stocks are still near all-time
highs and current London prices are way
below SA production;costs. SA’s produc-
tion next season will be further limited to

1,8Mt {2Mt) in terms of the International -

Sugar Agreement (ISA) and there is nio
question of increasing existing buffer
stocks. If international prices decline, the
SA industry could end up with stock
losses instead of the profits it is hoping
for. And higher fuel prices could again

push costs above the laiest domestic -

price.
Some analysts are worried about the
declaration of profits and dividends

tion of a stocks acquisition scheme
financed by levies on international
sugar transactions.

The US may soon move to ratify the
pact — an action which is geared to
the Carter administration setiling a
domestic sugar price-support dispute.
Senate and House of Representatives
officials are still some way off com- -
promising with Carter, but observers
believe agreement could be reached in
the second quarter of the vyear.
According to traders, it would help
boost prices — ratification of the ISA
would tighten the pact’s market hoid.

Two other key factors in the equa-
tion are the degree of aggression with
which Cuba and the EEC market dur-
ing the remainder of the season. Cuba
cxpects to produce some 7,5 Mi this
season, compared with 7,35 Mt lasi;
and the EEC 1s faced with handling a
surplus of some 3 Mt. The Community
continues to encourage domestic pro-
duction through subsidies and at the
same time is committed to purchasing
1,4 Mt a year from former colonial
sugar cane producers in Africa and the
Caribbean.

This structural imbalance prevents
the EEC accepting the export dis-
cipline which is a condition of ISA
membership. It is likely to remain a
point of some dis?ute among world
producers, particularty as Brussels,
instead of stockpiling, prefers to
offload sugar onto the international
market with the assistance of export
subsidies.
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against loans, but this is what price stabi-
lisation is all about. The PSF was in defi-
ot 1n the mid-Sixties when the London
price was only £12/t, but it rebounded
into surplus rather splendidly by the
carly-Seventies. Another hope is that the
SA industry will be able to clinch sales in
new markets outside the ISA. Tt is also
strongly rumoured that, if necessary, the
government will allow a further PSF loan
neat year.

The first hint of less pessimism from
the sugar companics was in the interim
statements of Huletts, Tongaat and
Crookes. Tongaat managed to increase
its share of the industr{’s production
from 10,1% to 10.2% and supar profits
fell less than fearcd. Thanks to better
tracling in non sugar divisions Tongaat
was tooking for vear-end earnings of 70c
tH5,.2¢). Far from cutting its dividend, it
could raise it from 25¢ to 27c. This
would give a prospective vield of 8,2% —
fair. considering the uncertain  supar
scenario.

Huletts’ production share shipped from
15% to 34,3 during the current scason
and at the interim slightly lower sugar
protits were expected for the year. Paper
and transport profits were expected to
rise and alumimum o level pep so, the
28¢ dividend looks safe. The current
vield of 11,8% makes the stock louk
attractive on a longer view.

CG Smith Sugar’s share of production
is down from 37.2% to 35,2% and first-
half profits were down 34% to 35¢ (53¢).
The 20c interim was held but chairman
Frank Jones warned that the final would
definitely be less than last year’s 55¢. The
question now is whether he will recon-
sider in view of the slightly improved
longer-term scenario. Earnings this year
should reach at least 70c and, consider-
ing the group’s liquidity, the tota! divi-
dend should not fall much below 50c.
This would put the counter on a prospec-
tive 8,5%. which looks about right.

Crookes is purely a grower with no
milling facilities. The company does not
yet know how much the latest price
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increase will help but is hoping for an
additional R2/i of sucrose. Prices before
were about R100/t. Earnings at the
interim were 1% down. bul were
cxpected to improve, perhaps to parity
with 1978 by the end of the year.
Crookes will probably earn 50¢ and pay
29¢ agam fo give a prospective yield of
G, 7%, Dawd Carte

WALL STREET
ht driving

To be Yanciful, Wall Street appears at the
momen\ to be populated by hordes of in-
vestors wearing blindfolds. There is a lot
of milling\ around. a multitude of colli-
sions and\a mass of inconseguential
energy. in sRort, the stock market is lack-
ing in leaderkhip which makes it vulner-
able to both good and bad news -— and
it is often unakle 1o make up its mind
which 1s which.

In the first fe
appeared that th

weeks of the vear it
traditional glamour
stocks were back if\favour and likely to
give the market a Nrmness of fread it
lacked for long perods last year. Then
when Tran and problemys of oil supplics

became the dominant preoccupation,
energy stocks with good domestic sup-
plies of oil and gas becanfe alluring.
Woven through the tapestyy has been
occasional activity in the sg-called gam-
bling stocks whose futyre could be
secured by a significant{expansion of
casino gambling outside of the Nevada
enclave.

But none of these groups has taken the
market anywhere and while its ability to
weather adverse foreigh news remains
impressive, the mfarket appears
increasingly to be in h holding pattern,
waiting for something to happen. Quite
what is anybody’s guess. (Jn the short-
term, it seems thay President Carter’s
expedition to the Mjddle East is going to
be highly importagit. Just as the market
put on its hat ang called a party when
Prime Minister Begin announced early
last week he would come to Washington
after all, so o Monday the festivities
were repeated jwhen the Israeli cabinet
supported the fUS compromise formula
for the peace treaties in Egypt.

808,82
. 81584
: 81576  {flown 005 3
827,36
828,58

For the moment foreign affairs have
supplapited the economy as the main
focus fof attention. Many on Wall Street
have,fI suspect, thrown up their hands
and fabandoned the effort of trying to
decifle where the economy is going to go,
50 donflicting are the signals. Last week
the leading economic indicators for
Japuary were published and they showed
the third consecutive monthly fall.

Straw-in-the-wind economists have
ong said that three successive declines in
this amalgam of statistics on economic
activity point to a recession and they said
it again last week. But it must be added

o e o 51 gNPOosis

1

: Week ago Rtonth ago Year ago
ROM100........ ... ... 306.3 304,7 198,6
% change on .. P, —3.1 -~2.6 494
P/E ratio.. .. . .o 5,3. 54 39
Div yield.. 7.2 7.t 106
WK FTind.... - - 4796 454.8 4441
% Change ON ... o v wers ceve wreee & v o 1.4 59 95
P/E ratio.... 8.4 79 7.8
Divvield . e i 5,9 6.3 6,1
US Dow Jones ... 807,0 8229 7468
% changeon . ... 24 0.4 0.7
P/E ratio® s e e - 8.7 8.7 8.4
Div vield® ... e e . 5,2 5.1 5.6
Gold price din US $ on London) ... 2476 2441 186,8
% CHANGE ON ey asers + serreminee + et —3.4 2.0 28,0
Krugerrand {Rand) "
Public selling prico 241,2 2432 1858
% change on....f. —3.7 4.5 25,0
* Standard & Poor index.
Public buying price is 10% below, subject to negotiation.




A THE South African Su ar.
. Association . has - raised. a
: R25-m, fpur-year Toan whlch

| upthe' R40-m to'R45-m defi-
‘cit’that the sugar mdustry_,
‘faceg this year,, el
. The Sugat; Association re-’
fused 'to, divulge details’ on- -
 the loan’ which. it ‘has’ been -
consulering for -about three -

1Deutschemarks an;im;)artly.
“in.-Swiss franes, that
;the rate was not_excessive. _
23 Accordmg to' association
general manager ‘Peter..
+Sale, the loan -will . e tsed:
“to supglement ‘the ‘proceeds.”
“from the'sale:of sugar for..
thew1978/79 8eason. <
[. :-;The.expor}price f ,sugar
asﬁbeen very:low:this year-.
| he: spot‘pricealsssa :8ters ",
! lmg (R168)1==:while: the. lo--
s cal price‘at:R266 per ton.is:
* about -the.same:as -the' in-
dustry s co&t of ] roductlon
~This_means . i;he A,
dustry is headin. for a su"b-
*stantlal deficit this- year, in -
;v excess” of- R40-m;" and . .the .-
; mdustry has .no- optmu bt ©
*to'aceept'a reduatlon m the -
return on capltal
Sale “said: "Ther w111..

| will: go-some way.to miaking

- months, . except. toisay that -
it wasmade; Sup. partly Adn

mdustry but thls w111 have
to be absorbed by. the, mill-
ers and growers,

«+‘In the:past the 1ndustry
has: ‘managed “ to - achieve
its® rétiirns® with the help’

- of*the’ Stabilisation. Fund

but 'that’s.now ended,” . -
+The- R25-m' - will " flowl
through- the -Stabilisation
Fund to- mlllers and grow-
g a‘le is' confident -that
price “(and- the
1ndustry) will recover suf-
fiicently " in the next’four.

. years to be- able tu easuly

‘repay ‘the loan:

e . anticipatés” ﬂmt the:
f;uce of 'sugar, Wﬂl regover-
the 140 sterlmg Ievelum“
about 18 months, st
He pointed oit’ “that m“the Rk
m1d-605 “when~the sugar |
price was’ around:12 sterling -
.-a ton;:the Sugar Assoc:atlon
+ borrowed leG-m' “He " does
ot foresed’ oo Many: diffi-

cultles in thiginstance;’.
Wlih the Integ‘natlonal Fﬁl
gar greement apparently -
working sat:sfactogly, the-
gggar price . should«:r <
e-Coming: year.:
He dogs: xr/mt '§§'§.thai?’1t
‘will climb too quickly; but.
-with the ISA floor pncent
-wiil ‘prevent the, prlcé"fa'Il-',)

i stul be a deficit: for the « mg too far.
l, s 'm——n_—_—a

b sz -




11' beday-~|;
g nm’g about 8 ercent 'moi‘ e |
bldor sugara
: -=centsvon a2,

“hy dhe Wepk

v
1,
¢

qild.;
o zat ﬂ“z
I'.ICB @] 16,1101
G

‘ap
‘s fpeople*hean.of
b ,nerease "vsaldg;a:;‘

Xf, ickiZn:Pay

7'J'
‘bought‘*« o
about;: ftﬁ:r

‘ l‘
gk upected but‘wé,thad, -
J;:those: s‘tockybecagsa sugan 4
" b Vi en‘:] £

R A T



£ ae!t{-{-f‘?"'f% |

¥

" SUGAR
| Souring fast

As the wecks roll by, the plight of the N
international sugar murket becomes more :
desperate. Not surprisngly, thcrel 1.*;
increased talk of preducer raembers o
o the International Sezar Agreement (1SA)
© possibly breaking ranks later this year if

T
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the outlook for both the market and the 5

h g ;

ISA :self does not improve. i
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| Mid-week. the London Daily Prrcg- <"
- {(LDP) for raw sugar stood at £93/t s g
. over £10 down on levels at the beginning "4
| of Tast month. [n the intervening period, -/

iont -
mdependent  sugar analyst O Luf.ht B
announced an increased estimate for. b

world sugar production in the 197.831'9""
season at 92.88 M, compared with { iy

et _ M
w -

f S
JERIN .

' previous estimate of 92,16 Mt, and the
Carter Administration’s attempts to
ratify the ISA have hit further snags.

As a result of the latter problem, the
ISA continues to operate on a provi-
sional basis, It cannot, for the moment,
introduce g 2,5 Mt stocks acquisition
scheme as it requires full member govern-
ment approval to impose the levies on
international Sugar trading necessary to
provide the finance. Consequently,
producers have not received any mone-
tary assistance through the ISA to help
finance mounting stocks.

Though the ISA is only provisionally
in force, producers have been operating
import quotas ever since its introduction

" in January last year, as the world price
has remained below the ISA’s agreed
floor price of US 11¢/ib, (Mid-week on
the New York futures market it stood at
7,7c for May delivery.) ’

Sugar . . . prices take a ¢aning

ISA’s special “hardship” provisions,

Washington’s coniinued failure to ratify,
This wili have the effect of increasing

US ratification has been linked to the

In some cases this means that
producers are only permitted to export
around 82% of the basic export tonnage
(BET) allotted to them when the ISA wag
negotiated in 1977, (SA’s BET is 875 000
t) While this is burdensome for ajj
producers, some of the less well-off, par-
ticularly in South and Centra] America,
have been especially hard hit,

So much so thaf in the next few days
the International Sugar Organisation

Is expected to agree that four
members — Bolivia, K Salvador, Fij,
and Panama — ¢ap increase their
€xports by a total of 165 000 ¢ under the

N
| | S~

the free market surplus and seems set to
act as a further price depressant.

Some suspect that other Third World
countries, also badly hit by a combina-
tion of low prices and export cutbacks,
may soon be queuing up to have thejr
quotas increased,

A flow of such requests would not
only increase downward pressure on
sugar prices, but, more seriously, could
begin to undermine the ISA itself,
especially if the larger producers, Brazil,
Australia, the Philippines, and Cyba also
become restless due to depressed prices
and the general almosphere of insecurity
Surrounding the pact in th light of

passage of a domestic US Sugar Bili
granting US farmers support prices Sc-
6¢/Ib above the ISA floor (depending on
the nature of the Bill) but the Hoyse of
Representatives, the Senate, and the
Carter Administration are still at log-
gerheads over its precige format. Until 2
compromise is worked out, Congres-
sional approval for ratification s being
withheld.

Meanwhile, worid stocks, already at
record levels, continge to creep higher,
By end-August, some Sugar dealers are
anticipating they will have climbed to
around 34 Mt, about 1 M higher than

prevailine ectimatac a fan. .
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PROCLAMATION PROKLAMASIE
by the State President of the Republic of van die Staatspresident van die Republiek van
South Africa Suid-Afrika

No. R. 81, 1979
COMING INTO OPERATION OF THE SUGAR
ACT, 1978 (ACT 9 OF 1978)

Under the powers vested in me by section 12 of the
Sugar Act, 1978 (Act 9 of 1978), I hereby declare
that the said Act shall come into operation on 27
April 1979.

Given under my Hand and the Seal of the Republic
of South Africa at Cape Town this Twenty-fifth day of
April, One thousand Nine hundred and Seventy-nine.
B. J. VORSTER, State President. '
By Order of the State President-in-Council:
J. C. HEUNIS.

GOVERNMENT NOTICES

No. R. 81, 1979

INWERKINGTREDING VAN DIE SUIKERWET,
1978 (WET 9 VAN 1978)

Kragtens die bevoegdheid my verleen by artikel 12
van die Suikerwet, 1978 (Wet 9 van 1978), verklaar ek
hierby dat genoemde Wet op 27 April 1979 in werking
tree.

Gegee onder my Hand en die Seél van die Republiek
van Suid-Afrika te Kaapstad, op hede die Vyf-en-
twintigste dag van April Eenduisend Negehonderd Nege-
en-sewentig.

B. J. VORSTER, Staatspresident.
Op las van die Staatspresident-in-rade:
J. C. HEUNIS.

GOEWERMENTSKENNISGEWINGS

DEPARTMENT OF INDUSTRIES

No. R. 858 27 April 1979

I, Jan Christiaan Heunis, Minister of FEconomic
Affairs, hereby publishk in terms of section 4 (1) of the
Sugar Act, 1978 (Act 9 of 1978), the terms of the
Sugar Industry Agreement, 1979, contained in the
Schedule hereto, which 1 have determined under sec-
tion 4 (1) of the said Act after consultation with the
South African Sugar Association.

J. C. HEUNIS, Minister of Economic Affairs.
SCHEDULE
SUGAR INDUSTRY AGREEMENT, 1979

Interpretation

1. Any word or expression defined in the Act shall
bear the meaning so assigned to it, and unless the
context otherwise indicates—

“Act” means the Sugar Act, 1978, Act 9 of 1978;

“cane” means sugar cane;

“Central Board” means The Sugar Industry Central
Board; established in terms of clause 3;

“Delville Estates” means Delville Estates Limited;

8108—A

DEPARTEMENT VAN NYWERHEIDS-
WESE

No. R. 858 27 April 1979

Ek, Jan Christiaan Heunis, Minister van Ekonomiese
Sake, publiscer hierby kragtens artikel 4 (1) van die
Suikerwet, 1978 (Wet 9 van 1978), die bepalings van
die Suikernywerheidooreenkoms, 1979, in die Bylae
hiervan vervat, wat ek onder artikel 4 (1) van die
genoemde Wet na oorleg met die Suid-Afrikaanse Sui-
kervereniging vasgestel het.

J. C. HEUNIS, Minister van Ekoncmiese Sake.

BYLAE
SUIKERNYWERHEIDOOREENKOMS, 1979

Woordbepaling

1. In hierdie Qoreenkoms het enige woord of uit-
drukking wat in die Wet omskryf word, daardie bete-
kenis, en tensy uit die samehang anders blyk, beteken—

“binnelandse mark™ die Suid-Afrikaanse mark soos
omskryf in kiousule 52 (4);
“Delville Estates” Delville Estates Limited:;

6419—1
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referred to as “Industry members™) and two independ-
ent members, who shall be persons having no direct
financial interest, as may be defined by the Sugar
Association, in the Sugar Industry. The Chairman shall
be appointed by the Sugar Association after consul-
tation with the Minister, Industry members shail be
appointed by the Growers’ Association and Millers’
Association respectively, and the two independent mem-
bers shall be appointed by the Sugar Association, Any
member of the Central Board at the commencement
of this Agreement who was such a member under the
provisions of the Sugar Industry Agreement, 1943, on
30 April 1978, shall continue to be a member thereof
for the unexpired portion of his term of office, or
until removed as contemplated in clause 5 of this
Agreement.

Period of office

5. Subject to the provisions of clause 7, the Chairman
shall hold office until removed for good cause by the
Sugar Association, an Industry member shall hold
office for a period of one year and an independent
member shall hold office for a period of five years
unless removed for good cause by the Sugar Associa-
tion.

Remuneration

6. The Chairman shall receive such salary, the
Industry members such remuneration, and the inde-
pendent members such fees as may be fixed, in each
case, by the Sugar Association,

Vacancies '

7. In the event of any vacancy arising from death,
resignation or other cause, in the office of a member

of the Central Board (including in the case of the

Chairman or independent member, his removal), such
vacancy shall be filled within three months by appoint-
ment as hereinbefore set out. In the case of any mem-
ber other than the Chairman appointed to fill a
vacancy, such member shall hold office for the remain-
ing period for which his predecessor was appointed.
In the event of any vacancy in the office of Chairman
not being filled within three months, the Minister
shall be requested to nominate a chairman, and his
nominee shall forthwith be appointed by the Sugar
Assaciation,

Temporary appointments

8. Whenever the Chairman or a member of the
Central Board is temporarily unable to act, his func-
tions shall be performed by a person appointed for
the purpose—

(a) in the case of the Chajrman or an independent
member, by the Sugar Association; and

(b) in the case of the Growers’ representative or
the Millers’ representative, by the Association by
which such representative is to be appointed.

Any such appointment may be made in advance or
when the occasion arises.

Quorum and majority decision

9. At any meeting of the Central Board the Chair-
.man and the Industry members shall form a quorum.
Save as may be otherwise specially provided in this
Agreement, all questions shall be decided by a majo-
rity including at least one Industry member.

‘nywerheidslede’ genoem) en twee onafhanklike lede,
wat persone moet wees wat geen regstreckse finansiéle
belang, soos deur die Suikervereniging omskryf, by
die Suikernywerheid het nie,

Die Voorsitter word deur die Suikervereniging na
oorlegpleging met die Minister aangestel, nywerheids-
lede word deur onderskeidelik die Kwekersvereniging
en die Meulenaarsvereniging aangestel, en dic twee
onafhanklike lede word deur die Suikervereniging aan-
gestel. 'n Lid van die Sentrale Raad ten tyde van die
inwerkingtreding van hierdie Coreenkoms wat op 30
April 1978 °n lid daarvan was ingevolge die bepalings
van die Suikernywerheidsooreenkoms, 1943, bly 'n lid
daarvan vir die onverstreke pedeelte van sy amps-
termyn, of totdat hy afgesit word soos in klousule 5
van hierdie Ooreenkoms beoog. ‘

Dienstermyn

5. Behoudens die bepalings van klousule 7 beklee
die voorsitter sy amp totdat hy deur die Suikerver-
eniging om goeie rede afgesit word; beklee ’n nywer-
heidslid sy amp vir ’n tydperk van een jaar, en beklee
'n onafthanklike lid sy amp vir ’n tydperk van vyf
jaar tensy hy deur die Suikervereniging om goeie rede
afgesit word.

Besoldiging
6. Die voorsitter ontvang sodanige salaris, die
nywerheidslede sodanige vergoeding en die onafhank-
like lede sodanige gelde as wat in elke geval deur die
Suikervereniging vasgestel word.

Vakatures

7. Ingeval ’n vakature in die Sentrale Raad ontstaan
as gevolg van die oorlyde of bedanking van ’n lid of
deur enige ander oorsaak (met integrip van ontslag
in die geval van die voorsitter of 'n onafhanklike lid),
moet sodanige vakature binne drie maande gevul word
deur aanstelling soos hierbo uitecngesir. In die geval
van enige ander lid as die voorsitter wat aangestel
is om ’'n vakature te vul, beklee sodanige lid sy amp
vir die oorblywende tydperk waarvoor sy voorganger
aangestel was. Indien 'n vakature ten opsigte van die
amp van voorsitter nie binne drie maande gevul word
nie, moet die Minister versoek word om ’n voorsitter
te benoem, en die aldus genomineerde moet onmiddel-
lik deur die Suikervereniging aangestel word.

Tydelike aanstelling

8. Wanneer die voorsitter of °n lid van die Sentrale
Raad tydelik nie in staat is om op te tree nie, word
sy funksies vitgevoer deur ’n persoon wat vir dié doel
aangestel word—

(a) in die geval van die voorsitter of 'n onafhank-
like Iid, deur die Suikervereniging: en

(b) in die geval van die kwekersverteenwoordiger-
of die meulenaarsverteenwoordiger, deur die Ver-
eniging waardeur sodanige verteenwoordiger aange-
stel staan te word,

Enige sodanige aanstelling kan vooruit gedoen word
of wanneer die geleentheid hom voordoen,

Kworum en meerderheidshesluit

9. Die voorsitter en die nywerheidslede vorm °’n
kworum op alle vergaderings van dic Sentrale Raad.
Behalwe soos andersins spesiaal in hierdie Ooreenkoms
bepaal, word alle kwessies beslis deur 'n meerderheid
wat minstens een nywerheidslid insluit.
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(j) generally to do all such other acts, matters and
things as shall be incidental to the proper carrying
out of the powers assigned to or conferred upon it
by this Agreement.

Arbitration .

12. In the event of any question or dispute arising
out of or in connection with the interpretation or
operation of this Agreement between any persons upon
whom this Agreement is binding, the determination of
which is not herein specifically provided for, such ques-
tion or dispute shall be submitted to the members of
the Céntral Board sitting as arbitrators, and not as the
Central Board, for determination and award in accord-
ance with the provisions of the Arbitration Act, 1965
(Act 42 of 1965): Provided that—

(a) the decision of the majority of the arbitrators
(of whom at least one shall be¢ an Industry member)
shall be finai;

(b) in the event of the said members being unable
to arrive at a decision as provided in subclause (a)
they may by majority vote appoint an umpire who
shall be an advocate of the Supreme Court of South
Africa of at least seven years’ standing and whose
decision on the matter shail be final.

Notwithstanding the foregoing, should any member
recuse himself or objection be taken te any member
sitting as an arbitrator by a party to the dispute, the
dispute shall be referred to arbitration in accordance
with the provisions of the said Arbitration Act, 1965.

Any determination or award given under the cor-
responding provisions of any prior Sugar Industry
Agreement, and in force ai the commencement of this
Agreement, shall tontinue to have force and effect as
if it were given under the provisions of this clause.

The Central Fund

13, There shall be established under the administra-
tion of the Central Board a fund to be called ‘the
Central Fund’, which shall be charged with the payment
of all costs and expenses incurred by the Central Board
in pursuance of the provisions of this Agreement and
of the rules and regulations referred to in clause 10.

Levies

14, The amount required for the Central Fund shall
be an Industry obligation as hereinafter defined, and
shall be met by a levy imposed as hereinafter provided
for in this Agreement and in the Constitution of the
Sugar Association. All amounts levied and collected
hereunder shall be paid forthwith into the Central Fund.

CHAPTER 2
CONTROL OF PRODUCTION

Sucrose quotas
15. (1) Growers’ quotas shall be expressed in metric
tons sucrose.
(2) (a) Quotas shall be basic, contingency or provi-
sional,
Basic quota

(b) A basic quota is a quota which has been esta-
blished by deliveries of sucrose made from a specific
area of land registered by the Central Board in terms
of clause 17.

(j} in die algemeen alle ander handelinge, sake en
dinge te verrig wat gepaard gaan met die behoor-
like uitoefening van die bevoegdhede by hierdie Oor-
eenkoms aan hom toegewys of verleen.

Arbitrasie

12. Ingeval vit of in verband met die interpretasie
of die werking van hierdie Ooreenkoms ’n geskil of
dispuut ontstaan tussen persone vir wie hierdie Qor-
cenkoms bindend is, vir die beslissing waarvan hierin
nie uvitdruklik voorsiening gemaak word nie, moet die
geskilpunt of dispuut voorgelé word aan die lede van
die Sentrale Raad, sittende as arbiters en nie as Raad
nie, vir beslissing en toekenning ooreenkomstig die
b