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REDUCING CYCLICALITY

A year ago, when %:rl\gerﬁ of SA's
sugar industty was on track, the FM con-
sidered Illovo Sugar’s share, then R6,50
on a pee ratio of 11, as cheap (Companies
January &).

The price has since gained R2, or 31%,
but the share is still looking undervalued.
Prospects for the industry, and particu-
larly llovo, SA's largest sugar producer,
appear sound.

The industty should preduce a record
crop this season (which runs to March

IHovo Sugar
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Conventional valuations hardly seem
tobe applied to the leading companies in
this sector. Directotrs of the top four IT
groups — Dimension Data (Didata),
Datatec, Persetel and Q Data — contend
the historically impressive performances
will continue. But growth is cbviously off
increasingly high bases. At p:es of be-
tween 50-70, these shares would be vul-
nerable to any earnings setbacks.

However, there clearly
are still benefits to be §
gained from the technology &
revolution. Didata’s turn-
over exceeded R1bn during
financial 1996, its growth
entirely organic, with no
major acquisitions affecting
sales during the year.

Financial director Mal-
colm Rutherford says out-
sourcing of IT services will
be the group’s biggest §
growth area this year. j
“Companies are realising
how technology can in-
crease their competitive ad- Jeremy Ord
vantage. But managing
technology is becoming
complex. They are choosing specialist
partners to alleviate that responsibility.”

This year's activities and earnings
should be complemented by several new
initiatives. “All acquisition targets must
be able to show growth in net income
commensurate with growth experienced
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By-products, notably furfural, are be-
coming an important part of the Illovo
equation. Sugar’'s contribution to total
turnover growth of 12% was an increase
of 11,7%, to R1,53bn, By-products, how-
ever, grew by 13,5%.

By-products’ contribution to operating
profit has grown from 14,9% of the total
in financial 1994 to 16,8% in 1995 and
29,4% last year.

MD Don MacLeod says a R26m expan-
sion project at the Sezela furfural plant
will lift capacity by 15%. Furfural earn-
ings are on a strong growth path due to
high expott prices and the weaker rand,
making Illovo the world’'s lowest cost
producer and third largest producer of
furfural.

Significant capacity expansion has
also taken place 2t the sugar mills. Tay-

lor says the company will soon be capa-
ble of producing around 1,2 Mt of sugar,
consolidating its position “as the biggest
sugar manufacturer in SA with a market
share of around 43%.”

But he also notes scope for further ex-
pansion within SA is limited. Illovo has
therefore taken the first steps of what it
calls a “strategy to ensure that future
growth in earnings will not be solely de-
pendent on the SA market,” though it will
remain the mainstay of earnings.

The first two moves are into Kenya and
Mozambique. Taylor says Illovo has se-
cured a contract to design and project
manage a US$5m refurbishment to ex-
pand capacity at the South Nyanza Sugar
Company mill (in Kenya) to about
78 000 t. Illovo may acquire an equity
interest in the venture.

In Mozambique, Illovo has acquired a
50% interest in the Maragra sugar mill
and estates. It plans to restore 6 200 ha
of land to cane preduction, which should
give the mill an initial cutput of about
57 000 t of sugar.

Capital spending, mainly on capacity
expansion and the R190m relocation of
the Eston mill, has not strained the bal-

ance sheet. .

Borrowings are declining and gearing
is at its lowest this decade.

In addition, Macl.eod says when the
sugar industry acquires all stocks at the
end of March, llovo should have surplus
cash of about R40m (R5,4m at year-end),
after financing the Eston mill and other
expansions from internal resources.

As a second-half company, interim re-
suits should give a clear indication qf
full-year earnings potential. With condi-
tions now back to normal, Iiovo is com-
ing off a relatively high base. Still, EPS
growth of at least 25% should be achiev-
able this year. Shaun Harris
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Durban — Shareholders in Movo
Sugar, the subsidiary of CG Smith
Foods, gave their blessing to the
first NNlovo employees’ share pur-
chase scheme at the company’s
annual meeting in Durban last
week.

Employees can acquire a maxi-
mum of 5000 shares by making
contributions from their salaries.
The company will add to the
amount contributed by 10 percent
and then hand over the money for
the purchase of shares at market
value.

Don MacLg6d, I]lovos man-
aging director, said: “1 think that
people themselves know the best
way to do thmgs better. So we
should empower them o do that

SWEE TENER Don Macl.eod,
Iliovo’s managing director

and when we get the benefits
then they should share in them.”

In the chairman’s address,
Glyn Taylor said Illove was on
track to achieve its forecast 20 per-
cent improvement in profit for the

scheme

half year to March 31.

He said the production esti-
mate for the 1996/1997 season had
dropped below 1 million tons of
sugar, but it exceeded last year’s
output by 23 percent.

Olovo’s share of the industry
remained at 44,2 percent.

“Shareholders will recall that
29 pereent of last year’s profits

 Were represented by downstream

by-products and I am happy to re-
port that so far this year, plant ef.
ficiencies and sales of furfural
products and alcohol are ahead of
budget,” he said,

The R28 million expansion
project at Sezela was on schedule.
This would bring about a 15per
cent improvement in capacity
when the new plant was commis-
sioned at the beginning of April.




COMMODITIES Surplus sugar will allow expansion into Africa

SASA free to
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Durban -— The South African
sugar industry was free to pur-
sue markets and opportunities of
its choosing for the first time,
Tony Ardington, the chairman of
the South African Sugar Associa-
tion (SASA), said yesterday

He said the healthy sugar
crop of 2,25 tons to March 81 this
year had produced an export sur-
Dplus. The industry exported to 27
countries, earning foreign ex-
change of more than R1 billion.

This was in marked contrast
to the three offshore customers
to which the industry sold sugar
during the sanction years,

“We could have sold a lot
more this year if we had pro-
duced more,” Ardington said.

He was optimistic that
favourable weather conditions
would continue, and next year's
season (from April this year to
March next year), would yield an
even bigger crop.

This would allow the sugar
mdustry to expand its interests
in East and West Africa and the
Middle East, he said.

However, recent successes do
not mean all is well in the sngar
sector's backyard,

Ardington, like other indus-
iry leaders, is reluctant to dis-
cuss issues closer to home, par-
ticularly competition from Swazi
sugar, which, it is claimed, has
lost the mdustry more than
R200 million in sales.

More importantly, it is feared
that the war between the South
African and Swazi sugar indus-
tries could have even more seri-
ous repercussions within the
Southern African Customs

Union.
-t
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Tbny Ardmgton the chairmon
of SASA

Ardington said Swagiland
had effectively breached an exist-
ing, but rudimentary, protocol
within the customs union.

Other neighbouring coun-
tries could follow suit.

For this reason, industry
leaders have unofficially wel-
comed the hard line taken by
Alec Erwin, the trade and indus-
try minister,

Last week, Erwin warned
that there was no future in South
African Development Communi-
ty countries expanding their
sugar industries at others’ ex-
bense, which was effectively a
cul-de-sac.

The only option was a region-
al sugar protocol, he said.

Ardington agreed. The
Swazi’s “are battmg for their
own self-interest and are under-
mining the southern African
sugar industries’ prospects of ex-
panding production to meet
growing opportunities on the
world market”.

In contrast, the South African
sugar industry, which is the
largest industry in southern
Africa, was batting for the sur-

T - a

pursue markets

vival of the industry in the Te-
gion, he said.

Ardington pointed out that
within the South African sugar
industry, all producers had an
obllgatmn to export surplus
sugar, ‘which meant the benefits
of protective tariffs were distrib-
uted equally

It also meant that the risks of
competing within the unprotect-
ed world market were shared.

“Howevet; in tariff-protected
countries in which all producers
do not face the world market to
an equal extent, the benefit of
the tariff is competed down to a
point where the price falls below
the world price, causing’a col-
lapse of those industries,” he
warned.

Ardington said the Swazi
saga had nothing to do with the
reiative costs of production but
with manipulation of risk.

Some of the neighbouring
countries that presented a threat
to the South African industry
similar to that posed by Swazi-
land were actually higher-cost
preducers,

He said Swaziland had effec-
tively minimised the risk by ex-
porting 205 000 tons of its 480 000
to 500 000 ton production into
preferential markets at two to
three times more than the world
price, and offloaded the remain:
der of its production into the
Southern African Custotis
Union market, which is protectéd
from volatile world prices sugar
by a tariff,

“You don't have to be a genius
to see that you will do better B’
redirecting sales from the world
market to the higher-priced
customs union market,” Arding-
ton said.
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THE United States Trade and ]g

“ velopment Agency yesterday an-

nounced it would make available
US8645 000 (nearly R2 838 000) in
grants for feasibility studies into im-
proving the transport at Johannes-
burg International Airport and to in-
vestigate the viability of a new sugar

; mill in KwaZulu-Natal,
The announcement was made
during US Vice President Al Gore’s

| three-day visit to South Africa to at-

tend the third summit meeting of the
US-South Africa bi-national com-
mission.

Some US$345 000 (nearly
R1 518 000) of the money was
made available to the Airports Com-
pany for a study, to be undertaken
by a US firm, to evaluate transport

SuciAt. C P jk | A
ptions for linking the main terminal
with a planned satellite terminal, the

TDA said,

Another US$150 000 (nearly
R660 000) has been offered to par-
tially fund a feasibility -study to
evaluate options for linking the air-
port with mass transport systems in
the Johannesburg metropolitan
area.

The final US$150 000
(R660 000) will partially pay for a
US$200 000 (R880 000 feasibility
study of the establishment of a sugar
milling facility in Makatini in
KwaZulu-Natal.

The study, which will take four
months, will also be done by a US
firm. - Sapa

m grant for Sb:j
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Closed sugar mill to

7 T KINAZULL NATAL EDITOR

Durbati — Tongaat Hulett will re-
locate the mill 4t Mount Edge-
combe, near Durban, which it
cloged just over a year ago, to one
of the Southern African Develop-
ment Community countries soon,
said Bruce Duniop, the managing
director of Tongaat Hulett’s

- sugar division; yesterday.

Dunlop said he was not at iib-
erty to disclose exactly where or
to put a price to the upcoming

" project. The mill was on standby
&g the company investigated

opportunities in the region. The
final stages of a feasibility study
had been reached;’he'said.

Dunlop’s disclosure, and o-"

vo'sTmove into Mizambique late

i lastyearbyasopementstakemﬂle .

Maragra sugar esiate near Maputo,
put a guestion mark against the
opinion of industry leaders. Their
view is that the South African

} sugar jndpstry‘s cross-border in-
- yolfement is philanthropie, invest-

mehts will:not be*material and'
returns will be marginal,

Tony Ardington, the chair-
man of the South African Sugar
Association, said sugar produc-
tion in Mozambique would in-
crease in proportion to the
growth within the region as a
whole. He stressed that the Mo-
zambican market was small and
growth would be off a low base
within a poor country.

The opposite opinion, held by
industry commentators, is that
companies would not proceed
while ignoring their responsibili-
ty to their shareholders and a com-
mitment o long:term profitability.

They pointed out that South
African sugar companies would
do well to look to cross-border

. yentures. Neighbouring coun-
. tries were among the world’s low-

est cost producers, and expansion

- opportunities within the South
 African market were small. '

The land which could still be
put to cane within South Africais
minimal, and Tongaat Hulett’s

ross border
(o )suahi

Y

and Tovo's's
local estates to syall and medium
growers could prove the ideal
means of raising capital to ex-
ploit cross-border opp ortunities.
Don McLeod, the managing
director of Illovo, has acknow-
ledged that most opportunities to
expand his company’s sugar in-
terests lie outside South Africa.
Both Mel.eod and Glyn Taylor,
Tllovo’s outgoing chairman, have
stated that Iliove would pursue
opportunities as part of a strate-
gy to ensure that future earnings
growth was not solely dependent
on the South African market.
Dunlop said Tongaat Hulett
‘had-also taken a long-term View.

(or\eplat

" Although cross-border opera-
“tions would add considerable

yaltie, this would 1ot be immedi-
ate. The company intended estab-
lishing cane estates to feed the
mills it would rehabilitate.
“Mozambique has had a profit-
able industry before. Tt is nof as if
we are breaking new ground.”
He admitted that in compari-

¥ gon with 18 South African neigh

bour, which had the capacity fo
produce 2,4 miliion tons of sugar
a year, Mozambigue's capacity
was negligible. However, his com-
pany had not been disappointed
with the performance of the mill
near Beira, which it had adminis-
tered over the past year.

It had delivered 30 000 tons out
of Tongaat Hulett’s 900 000 total
for 1996/97, but had the potential
{o increase capacity to over
100 000 tons. The company was
looking at taking on a second mill
with similar potential. “Then it
starts to get quite meaningful.”

He said Tongaat Hulett was
reviewing options in other coun-
tries. Already it owns Triangle
Sugar in Zimbabwe and it opened
Consolidated Sugar Industries, a
packaging and distribution firm
in Namibia, with partner Tate
and Lyle in October 1936, This
now accounts for 90 percent of
the Namibian market, while an
operation in Botswana boasts a
100 percent market share.
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!+ SAWOULD prodhice 2,57 -million tons of sugar in |
o« the 1996/97 season, down fromi the previods es- |

5

)

. rhillion

- lnstwes

L ) timate of 2,87-million tons, industry officials said ;

i - The. labest crap dstiimidte From the-SA Cane-+

> growers

< son

<

> our final production,” in official said,

s’ Agsociation shows an estimated:20,95-
of tons of cane would be crushed in the seat -
which would yield an estimated 2,27-mjllion
{ tons of sugar, “That estimate.will be very close to.”

- <. Maost sugar mills haye finished crushing cane .

- for the season and most deliveries have been com- -
- : pleted, Officials said the drop in estimated pro-

uotion: could be ‘attributed to-bad weather cons.

- ditions and production problems at some mills. -

- bestin several years,

oA produced only. 167.mllon fong . in the
T 1998/96

& 6ven with the smaller orop, it would be the

.

season and was jist emerging from. five

+ years of drought which the industry said cost it

‘mﬂliolgof’randsinloistremnue.—-fﬁenter.' -
S A

D. 24.f2
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Cane farmers

€

xpect improved turnover after

(BH=uorfe
Durban - Better crops, an er~“ Sugar Journal this month.

quality, would result in improved
turnovers for growers, Brian Sug-
den, the director of agricultural
economics for the South African
Sugar Association said in the

Sugden said in most regions
growers were optimistic that the
crop prospects for 189798 would
exceed the good crop of the 1996-
97 season which had marked a

DEITIEE)

dramatic recovery from the
drought of the previous four sea-
sons.

“Areas expected to show
marked crop improvements in-
clude the irrigated areas of

-

Tt

good rains

Mpumalanga and the KwaZulu
Natal midiands. Growers are also
optimistic that the quality will be
better than that preduced in the
last four seasons,” he said. —
Shirley Jones
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SHIRLEY JONES
KWAZUL NATAL EDITOR

Durban — Illovo Sugar’s share
price slipped to 870c yesterday,
ahead of the release of its inter-
im resuits at the end of the
week, but analysts remained
confident that the company

would exceed its foracast 20 pet-’

cent profit growih during the
first six months of this finan-
clgl year.

Their optimism was based on
what Don MacLeod, the manag-
ing director of Nlovo, described
as a bumper crop for the compa-
ny at the end of the season in
February.

He said although IMovo's pro-
duction estimate had declined to
below 1 mitlion tons of sugar, it
had exceeded last year's output
by 93 percent, or 187000 tons of
sugar. illovo's share of industry

_output was 44 pereent, he said.

Also in Iovo’s favour was the
fact that domestic sugar sales
had proved buoyant and were

4,4 percent ahead of last year,
largely because of lower crops
from Swaziland and Zimbabwe.
This had offset declining world
prices.

Analysts felt the blot on Dio-
vo's copy hook — disappointing
factory outputs over the past sea-
son and recoveries below ‘indus-
try averages — was short term
and unlikely to have a material
effect on the past six months’ or
the full year’s resulis.

MacLeod said difficulties at
plant level had led to increased
operating costs, but stressed that

_off-crop maintenance would

ensure these problems were recti-
fied for the rest of the finaneial
year,

David Catrns, based at the
. Durban office of Societe Generale

! Frankel Pollak, said Movo's fore-

" casts were n.m&wgm.ﬂ% conserva-
tive. He daid profits were likely to
grow abhout 25 umnemmm

Other analysts said Ilovo’s
spread of risk and increased

contributions from downsiream .

* -al préduction.

ilovo Sugar
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_products, aimed largely at the
chemical sector, would also boost

_ profit. -
MacLeod said the noﬁﬂ_uﬂi Yhitit bf its cane from the Kwa-

tion from by-products such as -
furfural and dextran was likely to-

. exceed Jast year’s 99 percent. mm

_sald the furfural plant, in partié”

for lllovo Sugar

erceR) 22 1Tt Seuane

its September 1996 year-end after
the easing of the drought which
had battered the sugar industry,
they said at R8,40 the share
remained undervalued and a
good buy

Cairns said although the
investor was dealing with an
agricultural commodity subject
to the vagaries of the climate, the
stock was on an undemanding
price-to-earnings ratio of 8,8
times.

Other analysts said despite
the uncertainty within the agri-
cultiiral sector, Hlovo had created

_an effective spread of risk and
ﬁbokn:ﬁﬁm cycles — it drew a

~ Zulu. Natal south coast, a third
w.oE the north coast and a third
. fom inland after the opening of,
"y Eston H.B: 322.% ms 3& of

“ular, hdd achieved record season-;; ,mma yeéar:

Although most analysts

* agreed that Movo was unlikely to

_repeat the surprising 60 percent
inerease in atiributable profit at

Y, At present, Tllove's' m_:amﬁ-

nients {n Eeénya and Mozambique
were untikely 1o Have a signifi-
cant positive or negative mm.ma on
its bottom Hne, - .

.

't
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DURBAN — Illovo Sugar lifted at-
tributable income. 28% to R68,7m in
the six months to March, as an abnor-
mally rainy summer season resulted in
record sugar production volumes, MD
DonMacLeod said yesterday.

Headline share earnings rose to
41,7¢ from 33,6¢c and a 14,5¢c (1996:
11,5¢) interim dividend was declared.

MacLeod said the company contin-
ued to evaluate potential new invest-
mente in the rest of Africa — including
Lonrho Sugar — and the privatisation
of the sugar industries in Kenya and
the Ivory Coast.,Shareholders would
be advized about new developments.

The rehabilitation of the mill and
estates at Maragra in Mozambique, in
which Illovo has a 50% interest, had
started and production was expected in
July1998. ~

Turnover grewl7% to R974,3m as
sugar production in the 7996/37 seasqon
increased by 189 362 tons to an Illovo
record of: 995 136 tons. The company
accounted for 44% of industry produt-
tion in the season.

]

s

: 7
e prics s Weskiy,

MacLeod said industry sugar sales
were 5,6% higher than in the previous
season with growth coming almost en-

_ tirely from the industrial sector.

Operating profit improved to
R102,6m (R20,7m), while profit hefore
tax increased 22% to R92,2m. Illovo
paid R23,5m (R21,6m)in tax. , :

MacLeod said record productions of
furfural, furfuryl alechol, diacetyl and

Continued on Page 2

Illovo ©

to downstream products con
31,5% of profit.

St.rgn cash
tI:‘.)lzftlem from R15,3m,
improving to 8,7 times
net average gearing

P

e we———

inued from Page 1
Continu lﬁn&e l%as &L;‘;l ﬁiding
potable alcohol tributing

neration contributed
c-,ﬁ; costs declining to
interest cover
(6,1 times) and
decreasing to

d saidth%tiintheulﬁnandbﬁb%;

her, Illovo wo
ﬁ?cctgui?tﬁamﬁmt half of the 1997/98
s season with esfﬁmated prcdlui-'
i geagon of more than 1,1-
E?llligf gl:s is had been aclg;a;rsid'
the cane growing -
ttli]::suigl}lthe I‘%ﬂu—Nam} sugard b&lh
during summer. Hlavo expecte the
rate of growth in headiine earmngg o

theﬁ;llyeartobemmﬂartothatm
first six months. i

18,7% (26,1%).
MacLeo
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THE past six months have
been busy ones at Tongaat-
Hulett.

The food and industrial
group has entered a partner-
ship with Scandinavian giant
Norsk-Hydroin its alumininm
profiles business, and commit-
ted R200m to expanding its
Zimbabwean sugar opera-
tions. It has sold a cotton gin-
ning operation to Lonrho, its
edible oils business to Lever
Brothers and Tongaat Food
Distributors to Namibian comn-
pany CIC.

And work has continued on
two mega-projects — its starch
angd glucose division’s R720m
expansion, which is on track to
start up in August, and the
R2,4bn expansion of Huletts
Aluminium’s rolled products
capacity, which is due for com-
missioning late next year or
earlyin 1999.

Ii appears a jumble of ac-
tivities. But all are in line with
a strategic thrust, the essence
of which was devised some five
vears ago. That was when
management, led by then new-
1y appointed group MD Cedric
Savage, decided to restructure
the KwaZulu-Natal hbased
group to compete in the more
open economy then just com-
ing over the horizon.

Implementing change in
sugar baron country has taken
time, tough choices and plenty
of money. But it has resulted
in a dramatic transformation
— one the market has recog-
nised with a strong rerating of
the Tongaat-Huleit share over
the past couple of years.

_Hrm mﬁoﬁm. égnrwmmc.mﬁo
report March full-year results
next month, is on track to raise
earnings per share more than
30%, following increases of
30% last year and 53% in
1995. Return on equity rose to
12,7% in financial 1996, from a
low of 7,4% in 1993. For finan-
cial 1997 the figure should
come in at 13-14%, a level the
group last recorded in 1988.

Its share, which in the past
tended to trade at the discount
to net asset value typical of
conglomerates, has over the
past couple of years traded ata
prermium: at R71, the share
pricg is more than moﬂEm net
mmmww value. PR

Sugar remains thé main-
stay of the group — more so if
its operations outside SA are
included.

The group revealed the mN.
tent of its Zimbabwean o
ations for the first time wmﬂ
year, bringing dividends (of
some R20m) to account in its
September .interims. The
group employs ahgut 8 000
people in Zimbabwe, where it
plans to spend R200m over the
next 12 months to modernise
its 200 000 ton a year Triangle
sugar mill and expand its es-
tates. It is also involved in re-
habilitating  Mozambique’s
sugar industry, managing one

state-owned mill and negotiat- -

ing torun another.

The group’s investment
strategy in sugar focuses on
low cost facilities, southern
Africa-wide. Much of its mar-
ket is in the Indian Ocean
Rim, where southern African

producers e a'freight cost
advantage.

It will be a keen bidder
when Lonrho’s sugar opera-
tions — in Swaziland, Malawi
and Mauritius — come up for
sale as part of the UK-based
group’s unbundling.

Savage is careful to note,
though, that he expects Lon-

- sugar to be offered to all the
big sugar companies; Ton-
gaat’s Anglo parentage will
not give it preferred status de-
spite the Anglo-Lonrholink.

SA sugar operations will
provide a strong boost to earn-
ings for the year to end-March:
with the drought ended, the
1996/97 crop is now expected
to yield 902 000 tons for the
group, up from 538 000 tons:
good rains this summer indi-
cate sugar ouiput will be as
largein 1997/98.

The aluminium &Sm_on. !

which has brought in new
management and cut over-
heads, has had “a good run
since November®, says Sav-
age. Aluminium’s contribution
was sharply down at interim
stage, reflecting weak mar-
kets and the effect of last
year's sale of 50% of the rolled
products business. The sale, to
. parent Amic and the IDC,
aimed to ensure Tongaat could
finance the R2,4bn rolled
products expansion _project
without straining its balance
sheet. About R1,3bn has now
been spent on the project,
which will triple output to
150 00Q tons a year, half of it
for export.
The focus on rolled prod-

.

e

ucts nonE have meant less at-
tention heing paid to Hu-
lamin’s profile products, hence
the recent deal in which world
leader Norsk-Hydro bought
30% of the business, with an
option to raise this to 50%. Itis
to be renamed Hulett Hydro
Aluminium, and should bene-
fit from Norwegian technology
and expertise.

Aluminium is expected to
be a key source of earnings
growth longer term: so is the
group’s property division, a
product of the 1992 decision to
squeeze more out of its assels

' —in this case 45 000 hectares

of canelands in what were be-

_coming prime urban areas.

Property profits more than
quadrupled from 1992 to 1996:
Savage believes the division
can sustain earnings growth

" for 20 years.

Starch and glucose sub-
gidiary African Products is a
consistent money spinner,
benefiting from heavy invest-
ment over the past three
years: the R720m new plant at
Klipfontein is the latest and
largest of projects aimed at up-
grading and expanding capac-
ity. About R500m has been
spent to date: the project will
start commissioning in July
and is expected to be working
well by October.

In textiles, one analyst
comments, the group’s strate-
gy is “the only game in town”.
Its only remaining textiles
business, the niche producer
David Whitehead, exports
30%-40% of sales, and is one of
few SA textile companies to

Hilary Joffe
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make profits.

The group’s underperform-
ers are consumer foods and
building materials. Fifty per
cent of Tongaat Consumer
Foods was sold three years ago
to US-based branded foods
multinational CPC, but the
venture has been slow to yield
benefits, primarily because
the division was weighed
down by non-branded food
businesses. Edible oils has
now been sold, as has Tongaat
Food Distributors, three quar-
ters of whose sales were non-
Tongaat products. Savage pre-
dicts higher earnings in com-
ing years.

Building materials sub-
sidiary Corobrik has under-
gone major rationalisation,
but is unlikely to advance un-
til housing-spend takes off.

Given its diversity, some
analysts feel Tongaat-Hulett,
listed in the JSE’s food sector,
would be more mwwu.omﬁmnm_w
listed in industrial holdings.
The food divisions ({(sugar,
starch and consumer) con-
tributed 56% of operating prof-
it last year: they are projected
to ncuﬂu_unnm just over half of
the muosvm earnings in 10
years’ time, says Savage, who
believes food remains the
place for the share. Worth not-
ing is profits — and assets —
in food are understated be-
cause the group does not con-
solidate its Zimbabwean sugar
operations.

Some analysts believe the
share is expensive: they want
to see results from the group’s
expangion drive.

-

-4 - -
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Movo

|into a dl
sugar leader |

SHIRLEY JONES
KWAZULU NATAL EDITOR

Durban — Illove Sugar an-
nounced yesterday that it had
purchased 94,25 percent of
British-based Lonrho Sugar for

. g | R1,6237billion, creating Africa’s

largest sugar group and one of
the world's lowest-cost producers.

The new company will have a
combined market capitalisation
of R3,195 billion and will not only
have the lion's shave of the South

- | -African sugar market through

Tllovo's 44 percent market share
-and the acquisition of Glendale
Sugar, but will control Malawi’s
entire sugar output as well as a
substantial portion of produc-

| tion in Swaziland and Mauritius.

_Don MacLeod, Tllovo’s manag-
ing director, who was still in Lon-
don yesterday after the negotia-
tions, vi';%med :i:eal, saying
it was il line}wil ovif's dpove
into sub-'Sahalaﬁ* mcavq“ds‘l

Tllovo recently expanded its
sugar interests into Mozambigue
and concluded a contract 10 reha-
bilitate and run amill in Kenya.

The tie-up with Lonrho is ex-
pected to have substantial bene-
q  fits for Movo. The two companies
1 enjoy complementary expertise

in milling, refining, packaging
and growing of sugar
.. “The acquisition of Lonrhe
sugar meets all of Tlovo's invest-
ment criteria, It is a globally com-
petitive, low-cost producer witha
swide geographic spread of asseis.
Tts sugar production Yas negligi-
ble exposure to the wotld market
price and the sugar estates have
excellent water supplies and irri-
gation,” MacLeod said.
More than 33 percent of rev-
enue is expected to be earned
through exports, with only

Lonrho Sugar to be bought for R1,6bn

IrOwW S

er(pe)alslaF
16 percent of revenues subject to
the vagaries of world market
prices, because most of Lonrho's
sugar exports to the US and the
European Union are under pref-
erential quotas. o

' ovo expects the enlarged
group to be a strong cash genera-
tor, enabling it 10 finance its
working capital requirements
and to expand production in line
with forecasts of growth in re-
gional demand for sugar. In addi-
tion, the increased production
available to Tilovo through the ac-
quisition of Lonrho is expected
to boost its production of down-
stream products. . ¢

Dlovo expects the acquisition
to prove neutral on headline
earnings a share during the fi-
nancial year to September 1997,

Assuming normal weather
conditions, Nlovo expects 1008
headline earnings to show sub-
stantial growth. -

~ The companies said that

R1,103 billion of the purchase
price would be financed through
an underwritten subscription of
129 764 706 new Nlovo shares at a
price of Kg,50 éach. CG Smith
Foods, which owns 69,1 percent of
Nllovo, haa agreed to cquire
97647 059 of the new Tllovo shares
to maintain its 51 percent holding
in the company.

Existing Illovo shareholders
will be entitled to acquire up to
16 860 076 of the new Illovo
shares, with the balance going to

. institutional ipvestors. The bal-
dnce will be funded from Hlovo's’
existing cash resources and
through the issuing of R150 mit:
lion in new preference shaves.

Illovo’s offer to minority
shareholders is R8,50a ghare.

H

(] Business Watch, Page 18

1]




Sunday Times Business Times
May 11 1997

X

-1

l

¥

fer)

1!

, SUGAR company Hlovo Sugar is set to
_consolidate its . leading position in
"southern Africa following the acquisi-
tion of Lonrho’s sugar division for more
than R1.6-billion.
,, Analysts say the acquisition, which
;» almost doubles [ilovo's market capital
, isation, is indicative of the company's
* core strategy to expand into the south-
ern African region — one of the lowest-
cost sugar producers in the world.
The deal will create Africa’s biggest
sugar .group with interests ranging
across southern and eastern Africa.
Lonrho Sugar has operations in South
Africa, Mauritius, Malawi and Swazi-
. band. Ilovo, which has a 44% domestic
" market share, owns seven sugar mills in
, KwaZulu-Natal and has operations in
-, Mozambique and Kenya.
7 Lonrho Sugar had sales of R1.05-
billion in the year to end-March 1997,
+, while lllovo's turnover was R974-million
. in the half-year to end-March, 1997.
rq llover ;y managing - director= Don
MacLeod. says the new group will be
strongly cash-generative. He expects
the purchase to-be neutral on earnings
for the current financial year, but con-
tribute to real growth in 1998. He says
Hlovo identified pre-tax merger benefits
. of at least R28-million a year, The link
“with Lonrho Sugar will create one of the
world’s lowest-cost sugar producers.
“The acquisition of Lonrho Sugar is
. consistent with our strategy to focuson
sugar, downstream products and ex-
pansion into Africa,” says MacLeod,

.

NO MERE SWEETENER . .. Don M
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Analysts say the acquisition will give
lilovo a more strategic position within
the regional sugar industry.

“Prior to this deal, lllovo was pretty
much focused on Natal dry-land cane.
By buying Lonsugar they have imme-
diately captured a more secure strate-
gic positioning within the whole south-
ern African region,” Investec Securities
analyst Carolyn Windsor says.

She says Illovo paid a premium for
the Lonrho sugar division but it will
probably sell the hotel interests of Lon-
rho’s Mauritius-listed company Mon
Tresor Mon Desert.

The enlarged group will earn 38% of
revenues from exports, but because of
preferential agreements only about 16%
of revenues will be subject to world
market sugar prices.

The deal is expected to halve Lon-
rho's debt to around £248-million, and
pave the way for a sweeping restruc-
turing involving the de-merger or sale of

. its African trading business. It is under-

stood that Lonrho now plans to apply
any spare cash within the group to the
development of the core mining busi-
ness. In particular, it wants to buy out
the 27% of Lonrho Platinum controlled
by SA mining group Gencor.

In terms of the deal lllovo wili buy
Lonrho's 94.25% stake in Lonrho Sugar
for R13.90 a share. lllovo says Rl.1-bil-
lion of the purchase price will be raised
via a rights offer with the remainder in
cash and through preference shares. —
Reuter, Financial Times

—
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ILLOVO Sugar has produced 995 000
tons in the year to March while Lonrho
Sugar's operations in Malawi, Swazi-
land, SA and Mauritius produced
512 000 tons. ‘ .

Their combined output makes Illovo
a formidable regional player, one
which could become more so. In the
130-million-ton a year world of sugar it
is still a small player — but it has the
potential to grow. One analyst notes
the scope for the group to expand into
other African countries, citing Lonsug-
ar’s knowledge of operating in Africa as
a key benefit of the deal.

Tilovo MD Don MacLeod says both
parties have technical expertise, in ir-
rigated cane developments as well as
in milling, refining and packaging, and
he does not rule out ventures into new
countries in time, But there is plenty of
expansion potential in SA, Swaziland
and Malawi and Illove’s immediate pri-
ority is to digest its new acquisition,
“We would envisage merging the busi-
nessesif possible,” Macleod says.

Tllovo has identified R28m a year in .

otential merger benefits. The en-
arged Ilove’s strengths are its status
as a low cost producer (Malawi, Swazi-
land and SA are among the world’s five
lowest cost producers) and its access to
Ereferenti markets covered by the
omé convention or US quotas.

Sugar marketas are highly protected
worldwide. Only about a fifth of global
sugar production is traded on world
markets, which tend to be “dump” mar-
kets. That is where Hlovo’s SA exports
go, but almost all of Lonsugar’s exports
go into the preferential markets which
make up only a tiny {)roportion (about
3-miilion tons) of world sugar trade.

Longer term, the General Agree-
ment on Tariffs and Trade/World
Trade Organisation discussions may
result in lower levels of protection
which would boost export markets and
grices. Low-cost southern African pro-

ucers would be well placed to benefit.

Other African sugar shares such as
Tate & Lﬁe and Hippo are trading at

rices which are 11,5 to 12 times
eptember 1998 forecast earnings.
Illovois at 9,5 times — at least one an-
alyst sees scope for rerating. The suc-
cess -of-Illovo-Sugar’s R1,6bn bid for
Lonrho Sugar throws an interesting

Illovo’s‘production

Nicola Jenvey

DURBAN — Industrial food group o
vo Sugar’s annual southern African
production was expected to reach 1,8-
million tons in two years, of which
nearly a third would benefit from pref-
erential trade’ agreements through
Lomé and the US, Illove MD Don
MacLeod said at the weekend.

The estimations followed Illovos
announcement last week that it had
bought 94,26% of Swaziland-based

ﬂho Sugar (Lonsugar) for R1,6bnor

l2f5|9F
gidelight on the role being played. by

new entrants to SA’s banking market,
On price, the two other contestaiits,

Tongaat-Hulett and HLH/Rembrandty,

were appareatly cloge to Hlovo, I;g
they had access to cash resources Mevo
did not, which is where its investment
bankers came in. !
ING Barings underwrole the
R1,1bn Movo rights offer used in fund-
ing the acquisition, selling out its
shares to institutions on Thursday,
once the deal had been done. i
Investment banks often finance
deals this way elsewhere but ING Bar-
ings director Martin McWilliam be-
lieves itis the first time the method has
been used — certainly on this scale —
in SA. Usually, companies without riec-
essary cash have made conditional of-
fers, or taken bridging loans which are
Yater refinanced with an e%uity offer.
McWilliam says his bank, which
was backed by the strength of parent
ING's $250bn balance sheet was
“pleasantly surprised” by the interest
in both the deal and in SA. Applica-
tions were received for inore than twice
the number of shares it had available.
UK and European institutions took
up about 20%, ING Barings was at risk
for about R780m of shares — Illovo's
parent CG Smith had already agreed
to take R320m worth, diluting its stake
in the sugar 5toup from 69,1% to 51%.
There is also an R118m offer to Illo-
vo minorities. Illove will fund the rest
of the purchase price with R371m in
cash and a R160m redeemable prefer-
ence shareissue. ;

- MeWilliam says SA groups are like-
ly to make increasing use of underwrit-
ers in financing deals, especially for-
eign acquisitions. The usual under-
writing fee of 2,6% compares
favourably with taking bridging loans
and refinancing these with an interna-
tional equity issue costing about 38,6%.

THovo bought Lonrho’s 94% of Lon-
sugar at R13,90 a share, a 14% dis-
connt to the R16,20 ruling before news
of the deal (after which it dropped to
R14,20). Because both Lonrho and
Lonsugar are listed on the Johannes-
bure Stock Exchange, payment will be
made (on May 20) in rands, UK-based
Lonrho is entitled to remit the pro-
ceeds in sterling.

is expected to rise

R13,90 a share, effectively creating
Africa’s largest sugar producer.

MacLeod said Ilove's SA sugar pro-
duction would be 1,2-million tons be-
fore 2000.Illovo SA is producing 1,1-
rillion tons of sugar inSA, -

MacLeod said Illovo was not consid-
ering disposing of the noncore business
interests acquired from Lonsugar, in-
cluding two hotels, crocodile farms and
other tourist attractions in Mauritius,
despite Nlovo’s stated policy of concen-
trating on sugar cane production and
sugar manufacturing.

¢




“No development

projects planned®

Jacob Dlamini

CAPE \%’l\!}—ll'ge LZ?ugarAs

sociation (Sasa) would not partic-
ipate in community-based public
works initiatives thig year, follow-
ing a government decision to rad-
ically change its approach to pub-
lic works programmes, - .. -

Sasa community development
manager Joy Mills said the new
approach proposed by the public
works department was inappro-
priate for the association’s com-
murnity involvement.

ills said the department’s
proposal of a time frame to ensure
that all public worlks programmes
were completed and evaluated by
March 31 next year would hamper
the association,
he said its programmes were
dependent on multiyear funding
and that community articipation
in development ang the intro-
duction of short-term time frames
wereincompatible, -

The association Bupported the
new approach but would need
time to evaluate its programmes
and to see if the communities in-
volved in them would be able to
adjust toit.

She said the association would
consider involvement in commu-
nity development initiatives once
it had assessed the implications of

€ new approach.

Mills said Sasa’s new approach
to job creation and community de-
velopment in sugar-producing

provinces would néed to be phased
ingraduallytosuceeed, . .
The new approach will b intro-
duced this year in an attempt to
romote efficiency, financial pru-
ence and accountability, -
Mills said Sasa, which repre.
sents cane growers and sugar
milis agsociation, had undertaken
112 projects in the last financial
year through Siyakha, a partner-
ship between government and the
sugarindustry. TR .
The programme, which initial-
y began as a crisis drought relief
scheme before it was changed to

cater for public works and devel- '

opment, began in June 1995,

It had resulted in 136 commu-
nity facilities, gix environmental
projects and nine domestic water
provision facilities. It had gener-
ated 63 300 labour days, employ-
ing 12 persons temporarily for
about 55 dayseach. - .

Mills said Siyakha had provid- -

ed life and technical skills train-
ing to more than 105 people in
KwaZulu-Natal,
He said that the KwaZulu
ining Trust had provided
training and certification,
Mills said the R12m allocated
to Siyakha by the public works de-
artment had been boosted a
»1m contribution from the sug-
ar industry. The association
would consider involvement in

community development initia- |

tives once it had assessed the im-
plications of the new approach.
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Swazis cry foul over lllovo-Lonrho deal .
'Phe Swaziland National Business Cotmeil has coridenmed the deal
between Iovo, the South African sugar company, and Lonrho, in
terms of which Illovo acquired Lonrho's sugar interests. . . ;.

- These include a- 60 percent stake in Ubombo Ranches, one of

Swaziland’s oldest sugar operations. Jabavu Mpofiy, a consultant to
the council, said yesterday that the deal demied Spvazis full partici-
pation in the sugar industry( ﬁb@ {%Té !qj S

"7 “This developifient shunts SwaziSto a position of mere specta-
tors as the giants make off with millions from an industry regarded
as gold in Swaziland.” Mpofu said people in the Swazi sugar indus-
try were disappointed that they were given no opportunity to bid
for a stake in Ubombeo, THovo could not be reached for a comment at
the time of going to press. — Ncaba Hiophe, Johannesburg
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Louise Cook .
THE trade war between SA and
Swaziland over excessive amounts
of Swazi sugar coming into SA was
likely to jeopardise the Bwazi sugar
industry in the long rum, sources
mmm%wgwmumm%.

e local sugar industry barred
Swaziland last month from using its
sugar export facility at the Durban
harbour — thereby forcing the
Swazis to turn to the Maputo har-
bour — and also withdrew access to
local sugar research facilities, said
SA Sugar Association spokesman

thews. ! s

“The matter was now in the

hands of the two governments —
there is not much more industry can
do,” he said.

Trade and industry department
director Alwyn Krasmwinkel de-
clined to give details of talks be-
tweem.. SA. and Swaziland which
were under way at present. s

Asked whether a solution was in
sight, he said that SA was primarily

hurt mém.Nw
: %mﬂnow.g momnmnW\.\

“g A is not in a position to set up
antidumping measures as thisis not
an option within the Southern
African Customs Union.

“We have to find an alternative
way.” .

SA Cane Growers’ Association di-
rector Brian Sugden said yesterday
that SA was likely to use the talks to
negotiate for a stake in Swaziland’s
lucrative export market through the

S R

Urre (s

Tomé convention, which allows
Swazi sugar into the European
Union at preferential rates, as well
as Swaziland’s generous access to
the US sugar market through spe-
cial quotas.

Sugden said that lately between
150 000 and 180 000 tons of sugar
had been coming into SA from
Swaziland.

%A few years back, this was enlya
couple of hundred tons.”

I

ugar Easm:uvm
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He said that these imports clear-
ly constituted a violation of old
established agreements. -

SA Sugar Association CEO Jack
Wixley said Swaziland would not be
able to find alternative research fa-
cilities and technology easily.

“Mauritius is the most likely al-
ternative, but then the Swazis
would lose out on new technology on
cultivars developed specifically for
thisregion.”

Kraamwinkel declined to say
when the next meeting between
Pretoria and Mbabane would take
place.

e~



SA sugar producers expand

Hilary Jofie

S8A’s two major sugar producers are
playing a growing role in African sugar
production, with Tongaat-Hulett ac-
tive in Zimbabwe and Mozambique
and looking to expand further in the
region, while llovo Sugar’s recent Lon-
rho Sugar acquisition added opera-
tions in Malawi, Mauritius and Swazi-
land to iis existing interests in Mozam-
bigque and Kenya.

Southern Africa, one of the world’s
lowest-cost producers of sugar, is set to
expand export capacity in the next few
years. The SA groups are likely tobe at
the forefront of this thrust.

Tongaat-Hulett Sugar was not foo
disappointed about losing the contest
for Lonrho Sugar to rival Hlove (its
price was 5% lower and it was not will-
ing to raise this), the group indicated at
a presentation to the Investment An-
alysts Society this week.

This was because it was exploiting
other opportunities to grow its African
aperations and because it believed the
Illovo acquisition would help to sta-
bilise the regional sugar market and
smooth the way to the Southern
African Development Community
(SADC) protocol, due to be signed this
vear by the community’s 12 member
governments. The protocol will regu-
late markets in the region and encour-
age expansion of its export capacity.

The SADC region has an annual
output of about 4-million tons of sugar,
of which it consumes about half. The
rest is exported, with one million tons
going into preferential markets cov-
ered by the Lome Convention and US
quotas — important because the rest of
the world market for sugar exportsis a
low-price “dumped” market.

The protocol recognises the SADC’s
low cost status and aims to structure
the market so that producers can ex-

pand export operations without dis-
rupting the domestic market with the
surplus producticn. Domestic con-
sumption is expected to grow as the re-
gion’s economies expand. And there is
potential to increase exports of both
raw and refined sugar; Tongaat-Hulett
Sugar MD Bruce Dunlop points to the
emergence of large refineries such as
Tate & Lyle’s Savola, in Saudi Arabia,
and a new 700000 ton refinery in
Dubai as atfractive destinations for
the regions raw sugar. Producers and
growers in sub-Saharan Africa have a
freight cost advantage in supplying the
Middle East and Indian Ocean rim
countries.

Tongaat, a major player in the Zim-
babwean and Mozambican sugar in-
dustries is “looking aggressively” for
further opportunities in southern and
east Africa, together with internation-
al sugar group Tate & Lyle, with which
it has variousjoint ventures.

Tanzania, which is due to start pri-
vatising its sugar interests within the
next six months, is likely to be one of
the group’s targets.

In Zimhabwe, Tongaat is expanding
its existing Triangle mill, the world’s
lowest cost producer, and plans a
R260m new mill in the Mazoe Valley,
60kms outside Harare. Zimbabwe is
one of the few countries whose sugar
exports make a profit even at “dump”
world market prices: cost of production
is some R700-R800 a ton, compared to
R1 200 atonin SA. .

Tongaat has signed an agreement
with Tate & Lyle and the Mazoe Valley
growers to establish a 140 000 ton a
year sugar mill which is due to come on
stream by May 1999. Milling assets
from Tongaat’s Mount Edgecombe mill
in KwaZulu-Natal, which was closed in
1995, will be relocated to the Mazoe
Valley project, paying for Tongaat’s eq-
uity stake.

At Triangle, the group is spending
R200m over the next year to increase
capacity beyond 300000 tons —
against Tongaat-Hulett’s SA sugar
production of 902 000 tons in the latest
vear. Triangle’s output was depressed
to 176 000 tons in the year to March
because of limited water storage and
late rains but water is now available
for three years of crops. S

The, Zimbabwean mill appears to
have generated healthy profits despite
producing dttbelow potential: it would

have contribi

suggesting it ‘made after-tax profits of

ted. most of the group’s.
R53m in.dividend income for the year,

over R100m.

The group is also involved in the re-
habilitation of Mozambique’s sugar in-
dustry. Tongaat-Hulett has the con-
tracts to manage state-controlled mills
Mafambisse and Xinavane, with op-
tions to acquire equity stakes in both.

Mafambisse has spent $40m in aid
money on its rehabilitation, which
Tongaat-Hulett Sugar chairman
Steven Saunders says will take output
up to 90 000 tons, from 25 000 last
year, while the group plans to raise Xi-

<E1 4T

navane’s output, from 10 000;tons to
.120.000tons. . ;

ST e i

IHovo, SA’s _mu.mmmﬂm sugar @um%ﬁwmﬁ

r

had acquired 50% of Mozambique’
Maragra mill and the contract to mpma».w
age the rehabilitation of a mill 4n:
Nm.ﬁwm%u.o these it added Lonsugafs |
sodthérh African and SA interests, -

- Edfisugar is Malawi’s sole sugar-| -
producer, managing and holding equi-
ty stakes in that country’s two_sugar |.

,companies, Sucoma and Dwangwa,

with'dombined output of 241 000 tons |
in the year to March. It also owns 0%
of Ubombe, one of Swaziland’s three
sugar producers. Ubombo produced
159 000 tons of sugar in the latest year,
while , Lonsugar’s Mauritian opera-
tions prodiced 75 000 tons. R
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A BUMPER sugar harvest
fwinned with profit from its
Eu‘operty unit were expected to
gweeten year earnings at diver-
sified industrial firm Tongaat-
Hulett Group, analysts said
yesterday.

¢ After soaking summer rains,
the group’s mainstay sugar op-
eration is seen propelling earn-
ings more than 30%, in line with
its forecast at half-year.

» Results for the year to end-
March are due for release today.
¢ “Sugar is a lot better than
A

sugar, property expe

last year,” said Société Géné-
rale PFrankel Pollak analyst
John Moses.

Tongaat last July raised its
crop forecast to 940 000 tons —
a 83% improvement on the pre-
vious season when drought con-
ditions cut into the harvest.

Tongaat’s sugar operations
outside SA were a}fso seen
strong, analysts said.

“There is also growth from
dividend accounting from the
Zimbabwean sugar operations,
Triangle,” said Investec Securi-

cted to boost Tonga%;ﬁggﬁt'
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ties analyst Carolyn Windsor.

Analysts polled forecast the
group’s headline earnings a
share rising to between 460c
and 482,1¢ with consensus at
469,1c from 357,1c a year ago,
an increase of more than 31%.

They expected the total div-
idend to come in a range of 164¢
and 175,5c, averaging out at
170,2¢ from 130c previously.
The group, which owns exten-
sive cane farming lands, is also
involved in developing residen-
tial and industrial land mainly

in the area north of Durban.

“The great thing about their
property is that they have no
holding costs. As Durban ex-
pands they can just convert the
cane fields into property devel-
opments,” said another analyst
who asked not to be identified.

A turnaround is expected
from Tongaat’s building mate-
rials division, Corobrik, as it
rises off a low base, offsetting an
expected pedesirian perfor-
mance from the consumer foods
unit, CPC Foods.

But the group’s alu-
minium division, Hulett
Aluminium, is-geen un-
der” pressure, hurt by
lower output from the [
couintry’s packaging sec- |
tor'and following a mas-
give R2,4bn expansion at
Tongaat’s rolled prod-
uct’s plant announced in
June last year. -

The expansion, which

ill ‘'raise capacity to
150,000.tons from 50 000 -
tons ayear, was financed
by a’combination of in-
ternal funds. - Reuter:,

&
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",plar;ted next year and cheque from Ngonyama
’_'would ‘be ready to be for the study work con-
‘processed in a Cook- ducted to assess and

X hou e factory from 1999 promote the prOJect
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A/(,XiCUI.TURE Number of client countries swells suddenly from three to 31

it
SHIRLEY JONES
KWAZUIL NATAL EDITOR

Durban — Countries around
the world were clamouring to
buy South African sugar now
that the country was back in the
world sugar market after politi-
cal transformation and four
years of crippling drought, the
South African Sugar Associa-
tion said last week.

“The South African sugar
industry is world class. Our
problem, when it comes to ex-
poarting, is that we have to al-
most ration cur sugar,” said
Andrew Barr-Sim, Sasa’s ex-
port manager.

Barr-Sim said the April 1936
to March 1997 season, which
had seen the South African
sugar industry return to the
global feld with a healthy
2,269 million-ton crop, had
brought in more than R1,2 bil-
lion in foreign exchange.

The season — from April
this year to March next year —
looked as if it would yield a
record crop of more than
2,4 million tons, he said.

South Africa was now free to
diversify its markets. Almost
overnight, it had moved from
serving its fraditional three
markets of Japan, Korea and Is-
rael to selling to 31 couniries.

“This new-found flexibility
means South Africa can find the
maximum value from the global
marketplace. Because of our
geographic location, we are well
placed to move sugar to North
America, north Africa, the Mid-
die and Far East,” he said.

According to Barr-Sim,
important new markets includ-
ed the US (over and above pref-
erential quota tonnage of

/l‘ he world gets a taste for SA sugar
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SWEET DEAL Mike Edwards, the sugar terminal manager, oversees the loading of one of the

biggest sugar export cargoes ever to leqve Durban. The Altestovo is bound for Saudi Arabiu

SUGAL

with 38 000 tops of raw sugar

CT( ok )2b[S[97
betwedn 30 000 and 50 000 tons
which are sold at double the
world price), Mexico, Syria, the
Ukraine, the Philippines, Singa-
pore, Russia, Malaysia, Egypt
and China.

The majority of 1896-97 ex-
ports, which amounted to close
on 1 million tons, were in the
form of bulk raw sugar, he said.
Refined sugar was sent to
Ghana, Iran, Hong Kong, Saudi
Arabia, Dubai and countries
along the east coast of Africa.

Barr-Sim said sugar was one
of South Africa’s primary, if
net its leading agricultural ex-
port, in terms of foreign ex-
change earnings.

He said one of the most sig-
nificant global developments
within the international sugar
industry was the construction
of a huge refinery in Jeddah,
Saudi Arabia, by United Sugar
and Tate & Lyle.

Sasa was loading 38 000 tons
of raw.sugar which was bound

PHOTO PETER DUFFY

for this refinery Barr-Sim said
Sasa viewed this sale as the
beginning of a continuing rela-
tionship with the refinery

“Our focus this coming year
will be to maintain our strong
historical relationships with
our traditional customers in the
Far East, cement our more re-
cent trading relationships and
remain as flexible as possible in
order to take advantage of
opportunities as and when they
arise,” he said.




p_—

N

e

]

g :,

i

i
Y
PO M

el fa .{1-.,,_‘.\‘;\'.\_‘ e
er(PR) 27677
SHlmijf.loN'E T

LA

-:Yf?.'-:ﬂ
Durban— [lovo Sugar said yes-
terday it would list on the Swazi
stock exchange in the place of
Lonrho Sugar. It also made.an
RB0 million, or R13,90 a share,
offer to'L.onrho minorities.

In addition to the}offer price, |
minority sharehelders are enti-
fled to receive Lonrho’s final divi-
derid of 25c a share.

Lonrho directors and Investec
have-advised shareholders to ac
cept the Illovo offer ased o both
the historic and present prices of
Lonrho shares, the company’s re-
sults for last year and this year
and the prevailing conditions in
the sugar industry

_Illovo's offer to mindrities
.follows the purchase of the
194,26 percent gtake held by Lon-

rhd for Ri,62 billion earlier this
month. In terms of the deal,
Tiiovo is not permitted to frade

in South Africa, Malawi, Swazi-

7 ;
4 N

!t "

OWAZULL NATAL EDITOR

e

Sugar to take over
sarho’s Swazi listingT™

L (DsUcrfit
jand or Mauritius under the

Lonrho name.
Illovo announced that the

JSE intended delisting Lonhro
~ Sugar. Don MacLeod, [llovo's
.managing director, said the

delisting of Lonrho wasppracti-
cal as there was no need to lista
company with few, if any,share-
holders. He said the Swazi list-
ing would take place as soon as
possible after the iotal deal was
wrapped up on June 20.
MacLeod was optimistic

about the enlarged group’s
prospects for the next two years.
Although the deal is expected to
have minimal effect on Illovo's
earnings during the pregent fi-
nancial year, it i8 expected o
make a marked contribution dur-
ing the 1598 financial year. He
said the overall prognosis was
good, despite experiencing some
problems.

. MacLeod said Lonrho had
realised a viable and a well-main-
tained business.
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Denial of women’s rights .
‘spells death for

Kathryn Strachan

DENYING women free choice on
pregnancy and childbearing caus-
o5 millions of deaths every year
and impedes progress towards
equality and development, accord-
ing to the United Nations (UN

State of the World Population re-
porireleased today.

Failures in reproductive health
gervices, combined with wide-
spread discrimination and vio-
lence against women, amount to a
massive violation of human
rights, it says. These violations,
and efforts to end them, form the
focus of the report.

At an international conference
on population three yeaxs ago, 180
countries pledged to make quality
reproductive health  services
available to all by 2015. The con-
ference estimated that providing
better repraductive health care
worldwide would cost $17bn a
year by 2000 — less than the
world currently spends each week
on armaments. But while many
countries have increased their al-
locations for population —pro-
grammes since 1994, annual g ob-
al expenditures are still well be-
low half the $17bn mark.

'The conference identified a

core set of rights for women: the
right to voluntary choice in mar-
riage, the right to have the infor-
mation and means to determine
the number and timing of their
children, the right to reproductive
and sexunal health services, and
freedom from sexual violence and
coercion.

The report documents the ef-
fects of denying women these

rights:

O A total of 585 000 women — oné
every minute — dies each year
from pregnancy-related causes,
nearly all in developing countries.
Many times this number are dis-
abled as a result of childbirth.
Much of this suffering could be
averted with relatively low-cost
imKrovements inhealth care;

0 About 200 000 maternal deaths
a year result from the lack of con-
traceptive services;

o Up to 350-million couples lack
information about contraceptives
and access to contraceptives;

] At least 75-million pregnancies
each year (out of 175-million) are
unwanted. They result in 45-mil-
lion abortions, 20-million of which
areunsafe;

O Each year 70 000 women die as
a result of unsafe abortion. Many
of these could be avoided if con-

mill} og%

D 28(6 |9
gracepti(onszfreeg’av

¥

O Last year 3,1-million people
were infected by HIV; 1,5-million
died from AIDS lest year; 22,6-
million people are living with
HIV/AIDS;
01 Each year 1-million people die
of other sexual diseases;
7 About 120-million women have
undergone female genital mutila-
tion; another 9-million are at risk
in 28 countries each year;
0 At least 60-million girls who
would otherwise be expected to be
alive are “missing” from various

opulations as & result of sex-se-
ective abortions or neglect;
O Each year 2-million girls be-
tween five and 16 are forced into
the commercial sex market; and
1 Violence against women and
rape are the most pervagive yet
least recognised human rig ts
abuse in the world. With women
reluctant to report these attacks,
noreliable datais available.

The report emphasised that
gexual and reproductive rights are
key to women’s empowerment,
and are critical to the economic
and social life of the world.

The report advocates increas.
ing women’s access to credit and
economic resources so that they
can exercise their rights.

Many sugar
overcome their ‘legacy
g

Louise Cook

AN EXPECTED record sugar crop
of 2,5-million tons this year, cou-
pled with good management and
continuing favourable weather,
woulld enable growers to overcome
a “legacy of debt”, BA Cane Grow-
ers’ Association chairman Rodger
Stewart said yesterday.

He told the annual general
meeting of the association in
KwaZulu-Natal the availability of
additional sugar enabled the in-
dustry to take advantage of broad-
er overseas marketing opportu-ni-
fies that existed for SA producers.
New export destinations included
Africa, the Middle East and Asia.

“In  addition, the Southern
African Development Community
trade protocol provides a frame-
work for reducing and eventually

doing away with barrers to trade
between the SADC countries. Itis
aimed also at creating greater co-
operation and integration of the
region, especially mutually bene-
ficial sectional

co-operation,”
Stewart said.

Bruce Galloway, association
vice-chairman, gupported the
view growers were on the way to
economic recovery, but gaid sup-
port services to the small-scale
growershad tobe boosted.

“The efforts of the industry
through the Sugar Aspociation,
millers, growers and the Small
Grower Development Trust to im-
prove yields through training and
support must continue. Attention
must be directed also towards the
development of an efficient andre-
liable cane contracting gector
which can service the

needs of

B0 225 123
gmall-scale growers.

Stewart said the sugar indus-
try continued to strive for im-
proved international competitive-
ness, but problems around small-
gcale production still remained.
“The cane yields of small growers
and general economic inefficiency
of the contractors that serve them,
geriously threaten the viability of
many growers.”

He said; “The improvement of
this state of affairs will require a
major effort from the small grower
communities, with support from
millers, cane growers, uhe Devel-
opment Trust, the association as
well as government.”

Last year 1-million tons of sug-
ar was exported. Earlier the asso-
ciation said exports this year
could generate about Rl,4bn in
foreign exchange earnings.
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- said. Apar{ﬁ'omsortingthmugh

" | sugar operations and diverse sub- ' colos$us mth an established

“across South Africa, Swazﬂand, sugar lltp
.| Malawi and Mauritius, ¢ "ot of

Al v H ( {
5%t twould take time fo? o
. Mlovo fo fully digest its R1.62 bil- 15
lion “piirchase of Lonrho Sugar, i‘s’
Don MacLeod, its managing direc: ’”
tor,smﬂy%tetﬂay rrsigg ¢ ,,;@gﬁsq‘

: Lonrho would dlsappear, %
orlgmally agreed, he said. The *}
P new Movo, mcorpoi‘a'tlng the'sd 25 =

and those shares sold by minori- 7oy ﬁ
ties, would evolve into a single, fo- *115 . >§ff TN

However, unm all was ofﬁcml

main couched in broad terms, he @mﬂwﬁgﬂf&g‘ il i m;gahas
the legal and‘statutory require- ; I d pirchasin "deparhpén '
ments, fllovd's directors were ﬁ’ﬁf’?ﬂlm’“ Aﬂ;iamj' %uﬁ‘ests
hlvest:lgatinghow the different op- "¢ ha’s"q*“ﬁo bérceiit Stake in
erations would fit together: “!449
For MacLeod and Illovo, this whu':h

see, owlongtlﬂngstaketosetﬂe

dowh. The sooner we can remove ** ithe thmes wignd

| any uncertainty the be "w*m%*has ‘“”“ sﬁakeﬁlthe

~\| ,.

“+'The new Dlovo would consist ‘“‘soonto- be' briv: Ce
of 15 sugar mills, downstream * sugar iiidstiy i'a Sugar

sidiaries including hotels, croco- strategic prg.-sence which Mac-
‘dile farms, anthurium planta— Leod believes “will act'as a plat- |

t its man:
producfs where it
* 'Referring to the non-sugar - 15 wotld-ranked. f@”ﬁ SHIG ¢
interests, MacLedd pointed oitt ‘99‘ ”:Addb)fhlsl]lovo’é inthe
that it was too soon to tell whether South Aﬁ'imn ‘gligar industry -

C o eTCRe) zels |97

eusedentityhstedon the Johan- } ‘em Y
' nesburg and Swazi _stock gsens onid’be t ﬁgeﬂ.,
exchanges .1{» ~"|' \;}iyﬁ“{gw N Eﬂ‘; %nmﬂdng.
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‘ﬂlilovo génerated operating cash’
on June 20, nany issues would re- brokem into @ana able hits, mR515 million, Mil:@odt{lpo 19
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6zam'biqué's larat a’imll, LROSUBAE . 1t ooy v
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tions and citrus orchards spread o O ngt‘q to grow Hlovo's
B uﬁlﬁﬁ ufacture

there Were synergies which could ‘with 4 14 ‘pércent sharé'of the .

«maintamed a2 peroent year-on-“ 7
wayear growth in earnings in the” [

wthe world's best and lowest-cost [§
'sugar and downstream pmducts y
5r*t:c;mpany 1snot1m robable. e
i Mlovo and Lo} ohaveanwh :
,mated cumb;ned sugar produc-

is the, \.
“sugar producer and has §

piast.10 years.—and Lonrho's con: _§
erab!e presence in the region, §
Jthen MacLeod’s vision of Tlovo as " B

ﬁon capac;ty of 1,6 million tons.' §
’l‘yunovers for thel,r respective §
96 financ al years were :

lllmn and R7237milhon.

wof Rﬁsﬁmﬂhonandlmmho '

. the combined cash flow to.enable
; the group to financ its increased
ymrkmg capital requu'ements and
expand production to ieet fore- ' j
casts of growing reglonal demand

nrho made a

. p B
just the beginning, “We'llhave to* ; &nside ﬁn uity r]f lgmﬁcant difference to Hlovo's
“ﬁablnkaa iqthé‘f{enyég’ﬁiﬂ itds in astrategy for expaqding into Af-

rfca, simply because its spread
iwas so huge. At the same time,

ml]lovo would not neglec{ other op- 4

portlmm@. o Shete 2089
.. He said & ‘ 7 Furch!a;e
d1d not come down to simply
addmg on a few assets, f.onrho, in
. itself, had considerable growth po-
ientlal which ‘would have o be’
Welghed up agajnst other oppor:
tumties in Africa. Lonrho had
also considered expansion oppor-
“fumities in Africa different from

. those | ted by Move. .
S ;suenq—c :
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rvene at political level

SUGAR Government asked to inte

Cane growg)rs sggk Swa

SHlkm' JONES

Durban — The South African
government was seeking a one-
year truce in the battle between
the Swazi and South African
sugar industries, Rodger Stew-
art, the chairman of the South
African Cane Growers Associa-
tion, said at its anmual meeting
in Durban this week.

Stewart said attempts to
reach agreement after the South
African industry objected to
Swazi sugar leaking into the
local market, threatening to
undermine the local industry,
had continually floundered be-
cause of the Swazi government’s
uncompromising attitude,

He said further negations
had been considered futile and
the government had been asked

to approach the matter oiTa po
litical level, It was looking for a
truce so longer-term arrange-
ments could be investigated.

Stewart said despite an excel-
lent crop over the past season the
level of indebtedness of local
farmers had increased each year
in nominal terms to reach over
R1million a grower in 1995-96.

“While the improvement in
the crop enables growers to sig-
nificantly enhance their situa-
tion, to overcome the legacy of
debt will require continuing
favourable weather and good
management,”

He said the long-awaited re-
covery from the severest drought
the industry had ever endured
had again focused attention cn
the marketing of the crop.

He said that before 1994,

azi truce

CrHK
South African sugar had held an
average of 93 percent of the
southern African customs union
market. Uncontrolled incursions
by Swazi sugar into the local
market and the supply of Zim-
babwean sugar into Namibia as
a result of a bilateral trade
agreement between the two had
resulted in a rapid reduction in
South Africa’s market share,
“Early predictions for the
1907-98 season are that our
share could decline to approxi-
mately 80 percent of this mar-
ket ... The need to secure our do-
mestic market as well as a
reasonable share of the markets
of non-sugar producing mem-
bers of the customs union is of
crucial importance to the long-
term survival of our mdustry”
he said.




SA sugar producers expand

Hilary Jofie

S8A’s two major sugar producers are
playing a growing role in African sugar
production, with Tongaat-Hulett ac-
tive in Zimbabwe and Mozambique
and looking to expand further in the
region, while llovo Sugar’s recent Lon-
rho Sugar acquisition added opera-
tions in Malawi, Mauritius and Swazi-
land to iis existing interests in Mozam-
bigque and Kenya.

Southern Africa, one of the world’s
lowest-cost producers of sugar, is set to
expand export capacity in the next few
years. The SA groups are likely tobe at
the forefront of this thrust.

Tongaat-Hulett Sugar was not foo
disappointed about losing the contest
for Lonrho Sugar to rival Hlove (its
price was 5% lower and it was not will-
ing to raise this), the group indicated at
a presentation to the Investment An-
alysts Society this week.

This was because it was exploiting
other opportunities to grow its African
aperations and because it believed the
Illovo acquisition would help to sta-
bilise the regional sugar market and
smooth the way to the Southern
African Development Community
(SADC) protocol, due to be signed this
vear by the community’s 12 member
governments. The protocol will regu-
late markets in the region and encour-
age expansion of its export capacity.

The SADC region has an annual
output of about 4-million tons of sugar,
of which it consumes about half. The
rest is exported, with one million tons
going into preferential markets cov-
ered by the Lome Convention and US
quotas — important because the rest of
the world market for sugar exportsis a
low-price “dumped” market.

The protocol recognises the SADC’s
low cost status and aims to structure
the market so that producers can ex-

pand export operations without dis-
rupting the domestic market with the
surplus producticn. Domestic con-
sumption is expected to grow as the re-
gion’s economies expand. And there is
potential to increase exports of both
raw and refined sugar; Tongaat-Hulett
Sugar MD Bruce Dunlop points to the
emergence of large refineries such as
Tate & Lyle’s Savola, in Saudi Arabia,
and a new 700000 ton refinery in
Dubai as atfractive destinations for
the regions raw sugar. Producers and
growers in sub-Saharan Africa have a
freight cost advantage in supplying the
Middle East and Indian Ocean rim
countries.

Tongaat, a major player in the Zim-
babwean and Mozambican sugar in-
dustries is “looking aggressively” for
further opportunities in southern and
east Africa, together with internation-
al sugar group Tate & Lyle, with which
it has variousjoint ventures.

Tanzania, which is due to start pri-
vatising its sugar interests within the
next six months, is likely to be one of
the group’s targets.

In Zimhabwe, Tongaat is expanding
its existing Triangle mill, the world’s
lowest cost producer, and plans a
R260m new mill in the Mazoe Valley,
60kms outside Harare. Zimbabwe is
one of the few countries whose sugar
exports make a profit even at “dump”
world market prices: cost of production
is some R700-R800 a ton, compared to
R1 200 atonin SA. .

Tongaat has signed an agreement
with Tate & Lyle and the Mazoe Valley
growers to establish a 140 000 ton a
year sugar mill which is due to come on
stream by May 1999. Milling assets
from Tongaat’s Mount Edgecombe mill
in KwaZulu-Natal, which was closed in
1995, will be relocated to the Mazoe
Valley project, paying for Tongaat’s eq-
uity stake.

At Triangle, the group is spending
R200m over the next year to increase
capacity beyond 300000 tons —
against Tongaat-Hulett’s SA sugar
production of 902 000 tons in the latest
vear. Triangle’s output was depressed
to 176 000 tons in the year to March
because of limited water storage and
late rains but water is now available
for three years of crops. S

The, Zimbabwean mill appears to
have generated healthy profits despite
producing dttbelow potential: it would

have contribi

suggesting it ‘made after-tax profits of

ted. most of the group’s.
R53m in.dividend income for the year,

over R100m.

The group is also involved in the re-
habilitation of Mozambique’s sugar in-
dustry. Tongaat-Hulett has the con-
tracts to manage state-controlled mills
Mafambisse and Xinavane, with op-
tions to acquire equity stakes in both.

Mafambisse has spent $40m in aid
money on its rehabilitation, which
Tongaat-Hulett Sugar chairman
Steven Saunders says will take output
up to 90 000 tons, from 25 000 last
year, while the group plans to raise Xi-

<E1 4T

navane’s output, from 10 000;tons to
.120.000tons. . ;

ST e i

IHovo, SA’s _mu.mmmﬂm sugar @um%ﬁwmﬁ

r

had acquired 50% of Mozambique’
Maragra mill and the contract to mpma».w
age the rehabilitation of a mill 4n:
Nm.ﬁwm%u.o these it added Lonsugafs |
sodthérh African and SA interests, -

- Edfisugar is Malawi’s sole sugar-| -
producer, managing and holding equi-
ty stakes in that country’s two_sugar |.

,companies, Sucoma and Dwangwa,

with'dombined output of 241 000 tons |
in the year to March. It also owns 0%
of Ubombe, one of Swaziland’s three
sugar producers. Ubombo produced
159 000 tons of sugar in the latest year,
while , Lonsugar’s Mauritian opera-
tions prodiced 75 000 tons. R




TONGAAT-HULETT C'%')sucmz
still exploring
op ﬂl'bt nities
Productivity Infprov m?nz should

add momentum

Though it may be smarting after its set-
back in the scramble for African sugar fw -
assets, Tongaat-Hulett should benefit from f. |
the regional stability that the Lonrho Sugar |..

acquisition (by rival Hlove Sugar) brings,
with three big groups operaiing in the
SADC region.

1t retains flexibility to pursue other sugar
opportunities on the continent. That, with a
hefty capex programme — including the
R2,4bn rolled products expansion at Mar-
itzburg and the R720m starch and glucose
mill to come on stream at Klipriver later

this year — and better operational effi- |

ciencies should help maintain earnings mo-
mentum.

Compound real growth in EPS over the
five years has averaged 25% — though MD

Cedric Savage says this pace is becoming |

more difficult as the base gets higher.

Analysts are mixed on prospects, with
some concerned about the cyclical nature
of the sugar and aluminium industries
(sugar contributed 42% of turnover and
aluminium 12%).

Savage says all the businesses are cycli-
cal but Tongaat-Hulett's strength is in its
diversity across seven sectors. These in-
clude production of starch and glucose,
building materials, property, Tongaat Foods
and textiles.

Investments such as Triangle Sugar in
Zimbabwe (the wotld's lowest-cost pro-
ducer) and other expansions in Africa have
helped to limit the cyclicality The exposure
to the aluminium sector is largely on the
added value side, less vulnerable than pri-
mary products.

Al impressive aspect has been the pro-
ductivity improvements, with sugar milling
costs cut in real terms by 26%, Corobrik's by
6% a year over five years, aluminium con-
version costs down 15% and starch and
glucose labour productivity up 16%.

What most of the businesses need now is
better demand in domestic markets. Profits
from building materials, for example, hinge
on a I;m:lding upturn. Savage seems mildly
optimistic the recent GDP drop may trigger

an early reduction in interest rates, which
could boost activity. Herh Payne
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~ SA sugar giants jostle
mzmmﬁom Africa

SA SUGAR companies, hungry for
growth, are cutting paths deeper
:into the African sugar industry.
The country's largest sugar firm,
IHovo Sugar, last month bought the

sugar division of Lonrho, with in-
terests, in Mauritius, Malawi and

_ Swagziland, for R1.6-billion.
;: Its domestic rival, Tongaat-
- ‘Hulett, said recently it would ex-

pand -into Zimbabwe and build a
R260-million sugar mill with a ca-
pacity of about 140 000 tonnes a

“year. -
: . “We are seeing this move to-

-wards a regional markét and the
varjous South African companies
are racing to secure their positions
in it,” Investec Securities analyst
Carolyn Windsor said. )

Windsor said she expected Ton-
gaat-Hulett would forge firmer ties
.with Britain’s Tate & Lyle and, with
Tate, seek’expansion into Uganda
and-Tanzania.

Tongaat and Tate already have a
‘good working relationship, with
joint ventures in Namibia and
Botswana. They submitted a joint

o7 15

bid for Lonrho Sugar, Windsor sai
sugar estates in Tanzania and
Uganda which were up for priva-
tisation could attract Tongaat.
- Both Illovo and Tongaat
favoured expansion into low-cost
producing areas and southern
Africa was one of the lowest-cost
production areas in the world.
Hlovo’s purchase of Lonhro’s
sugar business created Africa’s
largest sugar group with inferests
in southern and eastern Africa.
“The acquisition of Lonrho Sug-
ar is an exciting development for
Iliovo and is consistent with our
strategy to focus on sugar, down-
stream products and expand into
sub-Saharan Africa,” lfovo manag-
ing director Don McLeod said.
Analysts said they expected IHo-
vo to consolidate its position as
the leading sugar company in
southern Africa after the Lonrho
deal.“I don’t think you are going to
see much more activity into Africa
whilst they are digesting the Lon-
. sugar acquisition,” Windsor said.
Illovo owns seven sugar mills in

)
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KwaZulu-Natal and this year ex- "

panded into Mozambique and ._”.
Kenya. It is also awaiting the out- .
come of a bid for the lvory Coast’s
state-owned Sodesucre. o
Although South Africa is the ,
biggest sugar producer on the con- ..
tinent, most of its neighbours pro-
duce sugar at a lower cost. a
“We are not looking at the ;
demise of the SA market at all. ;
South Africa is still going o be the |
most important market in terms of
production and consumption. It is
obviously the largest and richest
market,” said Windsor. ‘ q
South Africa is expected to pro- j;
duce a record crop of 2.5-million
tonnes for 1997/98 — leaving 1.2-
million tonnes for export after do-
mestic needs have been met. W
In recent months relations be-
tween S5A's industry and Swazi- 2
land’s have been soured througha
bitter dispute. b
Last year, the SA Sugar Associ-.¢
ation cut all ties with Swaziland .
after accusing the Swazi industry |
of dumping. — Reuter. X
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JSE MICROSCOPE

ETIENNE SWANEPOEL

The lllovo stake in Lonrho

Sugar is

ubject to shareholder ap-
Sproval, Hiovoe has acquired

Lonrho Sugar from Lonrho.
Iovo will settle the purchase
price of R1,6 billion by the issue of
shares. In addition, Hlovo share-
holders other than CG Smith
Foods will participate in a non-re-
nounceable rights offer which
closes this Friday.

According to the Ilovo circu-
1ar, the goodwill from the acquisi-
tion will amount to R1,1 billion.
Lonrho Sugar owns companies in
Malawi, Swaziland and Mauritius.
These countries enjoy preferential
export guotas to the EU under the
Lomé IV Convention. The circular
states that as a result of the higher
prices obtained under the Lomé
Convention about half of Lonrho
Sugar’s revenues are from ex-
ports.

The Lomé IV Convention ex-
pires in 2000. South Africa has
been offered Free Trade Area sta-
tus as an alternative to full incor-
poration under the convention.
The offer would grant it duty-free
aceess to the EU with the excep-
tion of a number of listed prod-
ucts, mainly agrieultural, South
Africa would in return eliminate
duties on some 90 percent of Euro-
pean exports.

ci(ee)a|b 97

If the Free Trade Area is con-
cluded, it is bound fo involve a
breach in the common external
tariff of the South African Cus-
toms Union agreement of which
both South Africa and Swaziland
are members. Goods imported at
low tariffs from Europe into South
Africa could pass to other mem-
bersof the South African Customs
Union agreement.

South Africa recently signed
the SADC trade protocol of August
1996 which envisages free trade in
southern Africa in eight vears
frem adoption. Article 28 of the

" protocol includes a “most favoured

nation” clause to the effect that
member countries will be accord-
ed frade preferences given by any
member to a third country. Any
tariff concessions by South Africa
to the EU under the Free Trade
Area would thus be accorded to
SADC mentbers.

The view has been expressed
that a Free Trade Area between a
relatively industrialised South
Africa and the developed
economies of the EU is likely to
harm interregional trade. The
region will be required to compete
against the developed North,
notwithstanding the *“most
favoured nation” clause in the

not really that sweet
e BMAY

SADC trade protoool.

The elimination of duties on
European exports of processed
agricultural products to South
Africa could have a deleterious ef
fect on regional countries. It is es-
timated that 60 percent of Swazi-
land’s sugar is marketed to
processing industries serving
mainly South Africa.

Should EU exports in the sugar
and confectionery sectors be al-
lowed to enter South Africa under
the Free Trade Area, this may ad-
versely affect Swazi sugar exports
to South Africa. Investments have
taken place in neighbouring coun-
tries to take advantage of the duty-
free market access which these
countries enjoy in the EU market.

The Free Trade Area may
erode such preferences, thereby
removing a factor which makes
neighbouring countries an
attractive location for investment
in export-oriented industries.

O Etienne Swanepoel is a director
of the Cape law firm, Fairbridge
Arderne & Lawton. The opinions
expressed do not constifute advice.
Readers should direct any queries
to their legal advisers. Informa-
tion for this column is supplied by
Stock Press
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ETIENNE SWANEPOEL

The MMovo stake in Lonrho

Sugar is not really that sweet
S

ubject to shareholder ap-

proval, Illovo has acquired

Lonrho Sugar from Lonrho.
Illovo will settle the purchase
price of R1,6 billion by the issue of
shares. In addition, Illovo share-
holders other than CG Smith
Foods will participate in a non-re-
nounceable rights offer which
closes this Friday

According to the Illovo circu-
lar, the goodwill from the acquisi-
tion will amount to R1,1 billion.
Lonrho Sugar owns contpanies in
Malawi, Swaziland and Mauritius,
These countries enjoy preferential
export quotas to the EU under the
Lomé IV Convention. The circular
states that as a result of the higher
prices obtained under the Lomé
Convention about half of Lonrho
Sugar’s revenues are from ex-
ports.

The Lomé IV Convention ex-
pires in 2000. South Africa has
been offered Free Trade Area sta-
tus as an alternative to full incor-
poration under the convention.
The offer would grant it duty-free
access to the EU with the excep-
tion of a number of listed prod-
ucts, mainly agricultural. South
Africa would in return eliminate
duties on some 90 percent of Euro-
pean exports,

T Cee)alb 97

If the Free Trade Area is con-
cluded, it is bound to involve a
breach in the common external
tariff of the South African Cus-
toms Union agreement of which
both South Africa and Swaziland
are members. Goods imporied at
low tariffs from Europe into South
Africa could pass to other mem-
bers of the Scuth African Customs
Union agreement,

South Africa recently signed
the SADC trade protocol of August
1996 which envisages free trade in
southern Africa in eight years
from adoption. Article 28 of the

" protocol includes a “most favoured
nation” clause to the effect that
member countries will be accord-
ed frade preferences given by any
member to a third country, Any
tariff concessions by South Africa
o the EU under the Free Trade
Area would thus be accorded fo
SADC members.

The view has been expressed
that a Free Trade Area between a
relatively industrialised South
Africa and the developed
economies of the EU is likely to
harm interregional trade. The
region will be required to compete
against the developed North,
notwithstanding the “most
favoured nation” clause in the

SADC trade pmtoml.

The elimination of duties on
European exports of processed
agricultural products to South
Africa could have a deleterious ef
fect on regionat countries. It is es-
timated that 60 percent of Swazi-
land’'s sugar is marketed to
processing industries serving
mainly South Africa.

Should EU exports in the sugar
and confectionery sectors be al-
lowed to enter South Africa under
the Free Trade Area, this may ad-
versely affect Swazi sugar exports
to South Africa. Investments have
taken place in neighbouring coun-
fries to take advantage of the duty-
free market access which these
couniries enjoy in the EU market.

The Free Trade Area may
erode such preferences, thereby
removing a factor which makes
neighbouring countries an
attractive location for investment
in export-oriented industries.

O Etienne Swanepoel is a director
of the Cape law firm, Fairbridee
Arderne & Lawton. The opinions
expressed do not constitute advice.
Readers should direct any queries
to their legal advisers. Informa-
tion for this column is supplied by
Stack Press
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MBABANE — Illovo Sugar said yes-
terday it would be listed on the Swazi-
land Stock Exchange. .
The announcement came shortly af-
ter Illovo acquired the majority stake
in Swaziland’s Ubombo Ranches Sugar
Company, which has plans to diversify

its product range by concentrating on

sugar-based byproducts,

Hlovo said the listing and consoli-
dation with Ubombo will give addition-
al impetus to Illovo’s plans to increase
support for more smallholder sugar
cane growing schemes to boost produc-
tion at their plant at Big Bend in the
southeast lowveld,

‘The formalities of the acquisition of
94% of Lonrho Sugar shares by Hlovo
are expected to be completed next Fri-
day, creating the biggest sugar corpa-
ny in Africa with an annual sugar pro-
duction of over 1,6-million tons.

The development followed a sue-
cessful meeting on Monday between
Iliovo and the 40% shareholders in
Ubombo Ranches — the Royal Invest-
ment Fund, Tibiyo TakaNgwane — to
discuss the acquisition.

The ineeting was also attended by
the Swaziland government. Illovo now
owns 60% of Ubombo Ranches while
Tibiyo owns 40%. - o

s B8 2 regional Eglgyer‘,'lllovo oper-
ates «in 157 sug, rmills" throughout
“Africal 8}

riiv'raziland will therefore bene-

exchangem /a7

Illovo to list on stock

Swazj %yd

fit from the transfer of technology and
expertise from the professional team
already servicing the existing sugar
mills of Ilove,” said government,
spokesman Meshack Shongwe. .

Ilovo’s industry position is expect-
ed to sweeten the sour relations be-
tween the Swaziland Sugar Associa-
tion and the South African Sugar
Association,

At Monday’s meeting with Swazi
Prirne Minister Sibusiso Dlamini, [lo-
vo was represented by chairman
Richard Williams and MD Don
MecLeod.

Dlamini paid tribute to Ubombo
Ranches MD Jerry Gosnell and, his
management and also briefed Moye on
the Swaziland government’s Jnfen-
tions to encourage greater participa-
tion in the sugar industry by Swazis
through the Maguga Dam and Usuthu
River developments. .

“Both of tﬁese projects are a priority
to the government ... the presence of
lovo will therefore have a significant
role in these projects and it will boost
the sugar industry in the Swazi king-
dom,” he gaid.

Tibiyo was represented by MD
Themba Dlamini and personal secre-
tary Sibongile Magagu]l:i, as well as by
two officials from the Central Bank of

-Swaziland, Vinah Nkambule and Es-

ther Magagula, —African Eye News.
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ILLOVO Sugar hag acquired 99,9% of Lon-

rho Sugar for R1,72bn after most mingrity

olders agreed to sell their combined

5,75% stake to the CcG Smjth—OWned.sugar
com any. T o e Y

is follows last month’s announcement

that Illovo had ac?uired 94,25% of Lonsug-

ar from UK conglomerate Lonrho ple for

R1,62bn at 5 14% discount, beating con-

tender Tongaat—Hulett in the race to

Africa’s largest sugar compang.
G Smith, which t:gay released détails
of the deal, said Tllove had finan

new ordinary shares, The balance wouid be
funded from existing Xlovg cagh resources
and the issue of preference g ..
Hlovo parent and CG Smith subsidiary,
ca Smit:lllJ Foods, had subscribed for 37,6-
illion of the nev%lovo shares. At R8,50a
share, the capital contribution would
amount to R320m. I PO

[ Do
TR AN

| 'IIIPVB” Sugarbﬁys“ﬁlaj ori
i Lonrho Sugar for
R (@BUGHR . B B[ [a7

shares at
) R2479ashare.'1‘he360mbalancewouldbe

' 80,94% from 80,15%. . ...
of the purchase price through the isgue of

- maen s SR S
. L ]
- AR

R1.72bn"

¢ acquisition by Smith Fogdﬂ\;ouf
in turn, be funded by CG Smith’s subscrip-
8

tion of 3,9-million new Smith Foods re;
atan issue &n'ce of R81,56 ashare, ‘v P
.- CG Smith had raiged R880m through js.
suing 15,3-million ordi

used to repay funds raigeqd lastairear when

e company acﬁuired addition:
subsidiary Islan, View Holdings, T,
“ Th i will reduce Smith
Foods’ holding in Movo from 69% to 51
“dn 's stake in Smith

revenues will be earned from rts,” saye
CGSmith, * .~ ™" "7, XD, gy
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aid to Swazi sugar producers’

SA ‘shoul

.Nicola Jenve et
/DURBAN — SA should stop providing cane
training, milling research and ex-
inal facilities to Swaziland if the
hbouring sugar producer continued
. product into the local market,
* -SAltSugar Millers’ ‘Association chairman .
- iDon MacLeod said yesterday. ° - .,
He told the association’s annual general

stop

dumping its

Hieeting that the Sonthern\African Davel-

opment Community (SADC) should enter
into a protocol governing the future devel-
opment and trade in sugar within the re-
gion and eliminate the long-standing prob-
Tem between SA and Swaziland.

He said the distorted nature of the world
sugar market and the resultant volatile
- price meant the industry’s long-term sur-
.~ vival depended on a secure domestic mar-

. ket. However, this required tariff

| protection, an equitable sharing of
the tariff among producers and
controlled access to the SA market
by other SADC members.
Swaziland already benefited
from preferential quotas to the
European Union and the US.
MacLeod said the local industry

ernment support initiatives for
thesebenefits. ~

would continue requesting gov-.

LN 3 w. wcﬂrlb\
" He propose Totocol be %4%%»@ to
enable regional sugar producers joinily to
grow and create a stable block of low-cost
manufacturers who could take advantage of
the international marketing opportunities.

TFinal production for the 1996/97 season
was 2,3-million tons of which 44% was ex-
ported. Early predictions were the 1997/98
season would produce nearly 2,5-million, of
which 48% would be exported.

MacLeod said the political changes had
opened new export markets in Africa, the
Middle East and Asia.

Prices had been relatively stable in the
past few months, albeit about 10% lower
than the comparable period last year and
export earnings were expected to rise to
R1,5bn — R271m higher than last season
— for the current year. T

MacLeod handed the chairmanship to
Tongaat-Hulett Sugar MD Bruce Dunlop at
yesterday’s meeting. :




‘Stop punishing Swazis,
‘urges SA sugar chief :
Cacl

SHIRLEY JONES

srceaazbialld

Sugar Millers’ Association called
yesterday for the re- -estab-
lishment of an equitable trading
partnership between the Swazi
and South African sugar
industries.

, Speaking at the organisation’s
annual general meeting, Don
Macleod, its outgoing chairman,
said it was time for South Africa
to reinstate the use of facilities
such as the export terminal and
training and research, which had
been withdrawn to punish Swazi
producers who sold into the
closed South African market.

“Neither country benefits
from this standoff, and it is

nnporg ﬂ?at facilities are rein-

stated in return for an accep-
tance that unfettered access for
existing and future expansions in
(Swazi) production cannot be al-
lowed while a distorted world
market exists. *

“The achievement of an equi-
table trading agreement —
through the assistance of the
government, if necessary —'is
important to enable the two cus-
toms union producers to promote
a sugar protocol within the
Southern African Development
Community,” he said.

MacLeod said in light of the
volatility of the world sugar mar-
ket, the long-term survival of the
South African industry depended
on a secure domestic market.
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Truce in regional sugar war

SHiRLEY JONES
B KWAZULL INATAL EDTOR

Durban —— A protocol between.
the wdrring South African and
Swazi sugar industries was im-
minent following a positive third
round of talks held at the end of
August, said Don MacLeod, the
recently appointed chairman of
the South African Sugar Associa-
tion (Sasa), yesterday.

In his first formal interview
as Sasa chairman, MacLeod said
the talks had cleared up crucial
misunderstandings and prob-
lems. The two industries antici-
pated reaching a final agreement
shortly, which would then be for-
warded to the respective govern-
ments for approval.

MacLeod said this formal
agreement would have a knock-

=T

slala

on efféet throughout the customs
union and would yrobably form
the basis of a wider Southern
African Development Communi-
ty (SADC) agreement, which was
being negotiated with, and was

; supported by, the department of

trade and industry

wWe're talking very positively
1 believe we will resolve the prob-
lems between us, and agreement
will follow. Once this has been
achieved, it needs to be accepted
by al!l members of the customs
union,” he said.

After this, the agreement
would be extended to a fully
fledged SADC sugar protocol.

MacLeod said the new Swazl-
land/South Africa sugar protocol
would be significantly different
from the past agreement, which
fell by the wayside when Swazi

o
=

export sugar began to leak into
South Africa, undermining the
local industry’s domestic market.

Once the accord was in place,
the way would be open for the
industries fo try to grow the
regional sugar market, he said.

MacLeod, who is also the head
of IHovo Sugar, said a wider
SADC protocol was not so much
inevitable as sensible, given that
the region’s industries were low-
cost producers capable of ex-
panding their productive bases.

As the SADC protocol
emerged, a Southern African
Sugar Association or secretariat
would become essential to admin-
ister and police the agreement,
he zaid. However, each couniry
would need to maintain its equiv-
alent of the Sasa to take care of
its own concerns, he added.
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‘Fiscus is losing R36m to

round tripping of sugar’

SHIREY JONES

g @.*wf ) NATAL EDITO
" B[S
Durbar — The fiscus was 10sin,
at least R36 million annually to

dealers round tripping sugar

. through neighbouring states,

industry sources said last week.
They claimed sugar made up

a substantial portion of the.

grocery export scams within the
Southern African Customs
Union, which turns over more
than R40 million monthly -

The sources confirmed South

__ African sugar was being routed .
' from KwaZulu ‘Natal and the-
" Free, State via Lesotho and’

Namibia. Profits consisted of .

VAT rebates from the South
Afgican government, GST
refinds from neighbouring

ahst

sfates and discounts from the

wholesalers from which the

‘

@@@Pﬁ;uaﬁk

stigar was purc ased.

L%}%}commemial branch of
Cit e BAPS in KwaZulu Natal said

cross-border sugar scams were
so prevalent it was almost
impossibie to tell one case from
another, Whilg some cases were
reported to the police, others
were handled by’the receiver of
revenue, which-has a secrecy
clause preventing-anyone from
tallying up how many investiga-

'tions are under way.

Accor_ding to one source,
managers at wholesalers — who
stand, to, earn sales bonuses —

‘rarely ask questions, adding

weight to the problem. The
source said fictitious clients had
been buying from certain stores
for years.

The South African Sugar
Association was not available for
comment.
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El Nino won’t hurt this season’s harvest :

Healthy

Esucrh

cT(tm)iala J‘lﬁ

sugar Crops:

‘in the bag’

Marius BoscH

Johannesburg — Southern
African sugar producers expect
little or no impact on current
crops from the onset of the El
Nino weather phenomenon, but
they do not rule out long-term
implications.

“The industry at the moment
is flush with water,” one South
African industry official said.

Scientists throughout the
world have become alarmed at
the early, rapid and intense build-
up of the El Nino phenomenon in

. the Pacific Ocean this year.

Its effects are already felt in
southenst Asia, where a dry spell
has savaged maize crops in Java,
and it could rival the 1982/83
oceurrence, which caused devas-
tation around the globe estimated
at about $13 billion.

South Africa is the biggest
siigar producer in the southein
Aftrican region, ahead of Swazi-
land and Zimbabwe.

Brian Sugden, the chief econ-
omist for the South African Cane
Growers’ Association, said the
1997/98 sugar crop, estimated at
2,44 million tons, would not be
affected by the onset of an early
El Nino drought.

“The 1997/98 crop is in the
bag,” he said.

“In the longer term, obviously,
if you have a sumimer drought
that inpacts on next year’s crop,
that 'can carry over into the
1999/2000 crop.”

The industry needs the most

rain in January, February and
March, Weather experts predict
El Nino will be felt in southern
Africa from the end of this year

Sugden said the association
had recommended to South
African farmers some éarly
preventative practices, including
cutting back on replanting and
spreading the use of fertiliser
over the summer season.

South Africa’s 1998/97 crop of
2,27 million tons was the first
normal sugar crop in four years,
ag the indusiry recovered from
the effect of close on five years of
drought.

A senior Zimbabwe sugar
industry official said the coun-
try’s sugar crop would not be
heavily affected by an anticipated
El Nino-driven drought.

“This time around there is
sufficient water in the dams.
These are almost full and we are
not looking at the sort of sitna-
tion that we experienced in 1992,”
said the official, who declined to
be named. He was referring to the
gevere drought in 1292, when
Zimbabwe’s annual sugar output
was drastically reduced.

Dams around the sugar
growing region are about 80 per-
cent full, according to the latest
official statistics,

“This time, even if we get a
drought, we should look at (an an-
nual) production of around
630000, the same as we got this
year,” said the Zimbabwean
official, who asked not to be
named. — Reuter
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LABOUR Mills and refineries at lllovo and Tongaat-Hulett stop operations

Wage strike CI'lp

RaviN MAHARA?

Durban — South Africa’s sugar
industry was crippled yesterday by a
landmark collective strike of 4 500
workers (representing all five
unions), who deadlocked with
management over wage increases.

The unichs represented in the
sugar industry bargaining council
rejected management’s 10,5 percent
wage increase offer and are asking
for a 20 percent increase. They are
also asking for improved working
conditions and clarity on the
minimum wage, which the unions
said was R1 250 per month.

The unions involved are the
National Employees’ Trade Union
(Netw), the Nationat Industrial and
Commercial Workers' Union
(Nicwu), the Food and Allied Work-
ers’ Union (Fawu), the National
Sugar and Refining and Allied
Industries Employees’ Union and
the South African Electrical Work-
ers’ Association. They represent
80 percent of the workforce in the
sugar industry.

" Rric Botha, a sugar industry
bargaining council spokesman, said

yesterday the umons WO contm-
ue their strike until “all demands”
had been met.

Operations at 14 milling and
refining operations at Illovo Sugar,
the sugar group, and Tongaat-

Hulett, the diversified sugar and |

industrial group, shut down as
workers went on strike. The strike
also affected the operations at
haulage companies.

The strike comes in the middle of '

the annual mitling cycle and five
months before the end of the crush-
ing seasoh.

Bheki Sibiya, the chairman of
the Sugar Manufacturing and Refin-
ing Employers’ Association, said
management “was not in a position”
to change its offer.

He said the offer had been

influenced by this year’s 7,2 percent |

sugar price increase, the annual
consumer price index for KwaZulu
Natal, which was B,2 percent, and a
recent survey, commissioned by the
industry and unions which, accord-
ing to the unions, had made no
attempt to “rectify the huge wage
gap” between sugar industry
workers.

ar indust
@Suérﬁ&

MASS ACTION Workers in the sugar industry are
striking for o 20 percent wage increase  sHOTO MRICK MICIO




‘fl.ABOUR Three-year industry agreement holds

Pretoria — South Africa’s seven
vehicle manufacturers and the
two key unions in the industry
had reached agresment on wage
increases ranging from 8,5 per-
cent to 11,5 percent for the
industry’s 25 000 hourly paid
workers, the Automobilé Manu-

tion (Ameo) said yesterday.

Ameo, said the wage incipases —

ffnceting of tho Na:

ez
i N

‘irigrease Agreed is in tefmof the
ge model, which form§part

facturers Employprs’;(l{ganisa- .
Brian, Smith, the ghairmantGt » the

. |- effective fiom- July: 18 were,
agreed, with the Nagighal Union” *
of Metalworkers®H/SA (Numsa)

SAIWorkers” Union’

» 'dentlcal’inc_l,:fiﬁ?;éé had also been

{+fagree Tecently

© e

3 oF* " the thrée-yedr car ih

. the. three-year’NBF‘-agreemeriﬁ‘ “ ment, only an aqrp§§;'gherboard

Across-the-board wage

'increase%;for
TR T (AR

ROY COKAYNE @ whichi Was signed in June 1995,

“Ip, terms -of "the dgreement,
employees in skills levels one to
four will receive an increase of
9,5 percent, and employees in
gkills levels five to seven will re-

, ceive an increase of 8,5 percent,”
said Smith.
- Tony Kgobe, the Numsa co-
. " ordinator for the car manufactur-
ing sector, satd 4 wage increase of
11,5 pereent. 2 percent above
inflation rate — had also been
d inftfe, minim@m Salary
devel i T
Kigobe said this increase
-, would affect about 7000 workers
and was ‘irIine with their desire
o ctéts_‘é}gt,ge 'Wa'éé"gap.-‘}le said
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;fGr the tyre in-
o tyre
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at i ferms of
ustry agree-

¢ Smith atided th

car workers

wage increase effective from July
this year was negotiated as all
other terms and conditions re-
main unchanged until the
agreement expires in June next

ar. o

Smith expects negotiations on
a4 new agreement to start next
April,

Kgobe said he did not want to
be pre-emptive about the overall
assessment of the agreement but
indicated there had been some
teething problems with the
agreement.

He said there were certain as-
pects they would like to continue
while they tight not continue
with others.

“The whole question of train-
ing needs to be modified to take
care of development and also
national development in regard
to what is contained in the gov-
ernment’s Green Paper,” he said.
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Durban — Unions in the sugar in-
dustry bargaining council said
yesterday they were more deter-
mined than ever to push for a
20 percent wage increase and
warned industry not to “foolishly
accept” that they would “eventu-
ally budge”.

Industry sources said discus-
sions were proceeding but the
quicker a resolution was found,
the less damage would be done
before the end of the crushing
season in five months.

Yesterday the first collective
sugar industry strike entered its
second day after the five unions,
representing about 4500 workers
and 80 percent of the workforce,
deadlocked with management
over its 10,5 percent wage in-
crease offer.

Operations at 14 milling and

budge. over
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say sugar unions
UGTR oT_CW)‘I-’ 7

refining operalions shut down.
The industry exports to 27 coun-
{ries and earns foreign exchange
of more than R1 billion.

Selby Nsibande, the executive
president of the National Indus-
trial and Commercial Workers’
Union, said workers were “not
prepared” to change their minds.

The strike was a “historic
event” for workers in the sugar
industry.

Workers previously went on
strike, under their respective
unions, in 1995 when they de-
manded housing for employees
¢lose to the mills. -

' But Bheki Sibiya, the chair-
man of the Sugar Manufacturing
and Refining Employers’ Associa-
tion, said again yesterday that
management would not change
its offer, which had been influ-
enced by this year’s 7,2 percent
rise in the sugar price.

Numsa in auto

Johannesburg — The National
Union of Metalworkers of South
Africa (Numsa) and the Steel and
Engineering Industries Federa-
tion of South Africa (Seifsa)
reached a wage agreement for
the anto and tyre industries
yesterday.

In terms of the deal, an
inerease of 11,5 percent was
granted for those earning the
minimum wages, while 9,5 per-
cent was granted top higher
grades and 8,5 percent to
artisans, Tony Kgobe, the sector’s
co-ordinator said.

He said the settlement was :
gigned in terms of the industry’s
three-year agreement signed
three years ago.

Meanwhile Brian Angus, Seif
sa's executive director, has said
Siefsa’s negotiators will “move and
settle” with Numsa’s engineering
sector when the parties meet on
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DURBAN — Sugar industry em-. .
ployees yesterday signalled their|
“willingmness’ to call a three-week:
strike to forcé-through their- de-
‘mands, following a lockout by the
country’s-major s"ﬁgﬁf conipanies,

Tlovo Sugar. . -

"¢ Five-trade unions assoclated
'with the sugar milling and refin-
ing operationg; &nd representing

about 80% of the workforce, em-,

‘barked on a legal strike oh Tues-

day preceding the lockout.’ -

- "Pyade unior ' spokesman Eric

' Botha said yesterday that “the se-

|- ers’ Association chairman B

riousness of the matters . under
discussion” mandated a strike of
.about three weeks. at this stagé,”

. but gaid the unions were prepared;

to negotiate further with manage-
ment on their demands. ° .‘
.+ Operations were shut down af-
ter the. unions rejected -manage-

-miefit’s’ offer ‘of 2,10,6% wage in-

crease. Unions are asking for. al
20%wage rise, clarity on the min-

‘| fmum wage — currently R1 250—

and improved working conditions.
. ‘Milling:and Refining Em}ﬂoy-.
heki

Sibiya 'said - the . industry’s offer
hed been calculated ' according fo;

-thé"7,2% rise in the sugar price,

the. annual inflation rate of 8,2%.
and an agribusiness wage survey. !

. « “Botha said the survyey, condiict-
edat‘Clover SA, Premier Milling,
Salsil'}‘)i_ Saiccor, ‘Sappi “Stanger]
Sagko Durban mill, Sasko Stanger

' ‘Bakeries and Tastic Rice Gorpora-,

tions had disclosed “significant
disparities” with the wages being
offered by the sugar industry. He
‘gait'workers needed industry as-

- gurhnce that the wage differential .

would be narrowed in thie next few
y&arsiThe 10,5% rise did not con-

“tribitetowardsthis. ¢ - .. |
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Durban—nszlgar nfgusfry";m-

ployers and the five unions repre-

N:atal’s? fi'ery? N

sentmg about4 500 strlkmg woik- -

ers meet today for a further ,

round of wage taiks amid allega—
tions by sugar farmers that: the
strikers have set fire to thexr
farms

It was reported yesterday that
farmers at Amatikulu in north-
ern Natal had battled throughout
Saturday night to fight seven

fires believed to have been start-

. ed by the strikers. . . -

\ Gerald Souchon, an Amatlku
u farmer, said: “they deliberately
burnt the cane so that we are
forced to. harvest in two days’
tlme if the mill isnot operatmg
by then, we will be in n'ouble”

Butboth employersand tnion
representatwes ‘yesterday insist-
ed that the, reports had been
exaggerated

“Around this tlme we tend to
have some random fires,” Bhekl
Sibiya, the chalrman of the
Sugar Manufactiiring and Refin-
ing Employers’ Association, said.

Bric Bothal'a spokesman for

the National Employees’. T,rade
Un1on, .one of ;the five unions

. involved. in the strike, said he,

_had not recelvedn any reports-of
str1kers damaglng property

“The whol s1tuat10n 1s under -

contro )
Botha sal

at the unlons were -

w11]mg to reV1se thelr demandfor

220, percent pay.rise prov1ded
employers md1cated they - would

make: somé. commltment to-

¢ marrowmg the Wage gap. between .

the sugar mdustry and the rest of
the agrloultural sector .

o We, are going to rev1se our
pos1t10 we are Just lookmg for

an@gﬁortifrom management to,T .

,o], s%tha he sald' !
,m%wh hgap

ﬁemploye :prepare for another
aroﬁn .negotlatmns, the strike
"appear 10 be! spreadmg Botha
‘said workers at Voermol in
Tongaathad a]so downed tools in -
: support.of the stmkers

the unlons and the '




" Swazilind into the

An industry

RAVIN Manara)

DURBAIN

the unions’ hardline stance is any-

I thing to go by, the sugar industry’s

dmark strike last week could signal

akey victory for 4 500 workers demanding
220 percent wage increase. o

Militant tactics were the order of the
day amid acres of burnt sugarcane fields
in northern KwaZuly Natal as more and
more workplaces joined the strike,

Management was optimistic about the
outcome of the strike, but whether they
are convinced the unions will eveniually
budge, or believe they can stand by their
10,6 percent wage increase’ offer; remains
to be seen, . .

Last week, union leaders and manage-
ment indicated their willingness to hoid
further talks, This followed entry into the
equation by Narend Singh, the KwazZulu

Natal minister of agriculture, who on Fri-

“all affected roleplayers to en.

sure an inclusive and amicable outcome”.

He said continued striking could have

evastating consequences” on the econo-

my of the province, He said the increas.
ing competition in the international agri-
cultural market, and the recent entry of
South African sugar
market, was a warning that the country’s

sugar industry had to become more “cost-

conscious”. Disruptions, he said, could
wreak havoc in the profitable sugar
industry.

According to Eric Botha, a sugar in-
dustry bargaining-couneil spokesman,
there was no indication of a speedy set-
tlement to the dispute being reached,

Bheki Sibiya, the chairman of the
Sugar Manufacturing and Refining Em-
ployers’ Association, said management
was not in a position to change its offer;
which had been influenced by a number
of factors: this year’s 7.2 percent sugar
price increase; the annual consumer
price index for KwaZulu Natal, which

than their urban counterparts, v wi¥oWld continue behaving n. an oiderly
But in spite of signs over the weskend ' -fashion “no tatter what ' the i me " |-

that unions would revise their demands Was”, ;AL SRR AU R i,
in a new round of negotiations, workers ..+, But the tinions fptimistic they
on the ground seem unwilling to would win. Workers'belohging fo the five
_compromise. participating unions — the National Em-

- Yesterday’s talks collapsed after the ployees’ Trade Union, the National Indus.
negotiating parties heard that as manyas  trial and Commercial Workers Union, the

. 400 workers from the Voermol plant were
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was 8,2 percent; and a recent survey —.,, immediately thereaﬁeﬁ i mf;ﬁ-@“‘; 0
commissioned by the industry and . %,.And that should give management 3 |-

unions — which, according to the unions, & YES ntosmile.ButSibiyaéai@_gnh'iday
had made no attempt to tackie the “huge . he did not, want t9 speculate akiout the |
Wage gap” between workers. Rural work. me. 3w SR s g

" i ‘
ers at the Maidstone mill told Business said he

utco
Ml . gngele
Report they were receiving lower wages g

“try -in the ingr]
i

Food and Allied Workers Union, the Na-
on their way to the meeting to participate  tional Sugar and Refining and Allied In-
in the negotiations, After half a day of : dustries Employees’ Union, and the
haggling, employer and labour delegates South African Electrical Workers Associ-
only agreed on one thing: to close the ation — sang traditional Zulu glory songs
Meeting and head for home before the * cutside their respective places of work
Voermol workers artived, ~ 4 1last week. - oo
About 90 percent of the country’s ‘.‘A‘side from wage increases, workers
sugar production comes from KwaZulu are also demanding clarity on the mini-
Natal. The industry, which EXports t0 27 - mwi' wage, which the unions say stands
countries, earns foreign exchangeof over at R1 250, and improved working
R1billion. Last year, the industry conditions, .
produced a sugarcane crop of 2,25 million The strike, which today enters its

tons, resulting in an export surplus. fourth day, has resulted in the shutdown

Workers at Tongaat-Hulett’s sugar of 14 milling and refining operations at
mill near Tongaat, north of Durban, told Tongaat-Hulett and Nlovo, Only Trans-
Business Report last week all they were  vaal Sugar and Union Co-operative have

waiting forwere better wages, They indi.
cated their willingness to return to work

remained unaffected. Both companies
were unayailable for comment.
W . k)

wit

055,00 workers” ahd hoped they |
|}
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e "Dirban —NWegotiations to re-

. "’éolve a strike by about 4 500 work-
“grs’ in the sugar industry col-
‘Tapsed in pahic yesterday as

“rimidh-and employer representa-

| - tivés dissolved the talks when

. they received word that as many
as 400 ‘striking workers were
preparing to storm the mesting,

. yhegotiators said.

' 'jf Selby Nsiliande, the executive
president of the National Indus-
trial and Commercial Workers
Union, one of the five unions par-
ticipating in the strike, said little
progress had been made in the af-
ternoons talks.

He said representatives of the
400 workers from Tongaat-
Hulett’s Voermol plant, who
joined the sirike late last week,
were barred from the talks be-
cause they were not members of
the bargaining council.

Yesterday afternoon the work-
ers had assembled busses and
began travelling en masse to the
negotiations venue to demand

‘participation in the talks, Nsi-

- bande said. “We closed the talks
because the concern was the fact
that people were on the way and
intended to barge into the
meeting.”

Eric Botha, a spokesman'for
the National Employees’ Trade
Union, one of the other unions
involved in the strike, said some
progress had been made during
the day’s talks, but that they had
ended because some representa-
tives feared for their lives. “It's
our black colleagues whose lives
are in danger because they could
be seen as sellouts by some ot‘ the
strilers.”

i
(J Caning itself, Page 16
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:Sugar strike .hurdly,aﬁechng @
pi'oduthon, sqys indystry’ spoke

A week- leng strikeby sngar workers has had'a miﬂimal eifect on "
irfprcductwn, but pmblams might emerge’if the:action. persistéd for .
: ‘more than two; weeks, Bhem Slmya, a spckesman for the sugar
indusi;ty said yésterday:” G
Abaut 4000 milking: and refinmg workers m KWaZqu Natal
: went on stmkademgndmg B 20 percent wage: inérease. nlovo Sugar
a:tad Tﬁngaat H;ﬂett have oﬁ'ered 105 percent, “If the'strike has had -
i"-ahy, effect it is'marginak. There are plabs on management's side to”’
- ke up Jost ‘production,” S1bxya said. Hé declined to give any %
£ Hives for Jost productiot o 6ost to the indiistry:! Halks hetwedn the
: ﬁve whions representmg the workers and the eompanies have: been -
,mqanciuswa, but the representatzves were “caitiousty opummuc”
further taiks wc:uld be productive, e Reuter Durban - EE TR
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Sugar union ~
prepared to go

Durban — a
that sugar production couid be back to
normal next week, a sugar industry
spokesman said yesterday, but a union
spokesman was not as optimistic.

This comes as the sugar milling and

refining strike enters its second week. |’

About 4500 workers at Ilovo Sugar and
Tongaat-Hulett are striking to push
home their demands for a 20 percent
wage increase, rejecting an employer
offer of 10,5 percent. The strike began on
July 2.

“The strike could be over by the end
of the week and we are working towards
getting production back toncrmal by the
middle of next week,” said Bheki Sibiya,
a spokesman for both companies.

He said negotiations with five unions
representing the workers had been fruit-
ful and significant progress had been
made.

But Eric Botha, a union spokesman,
gaid; “There is no sign that the employ-
ers want to address the gap in wages
between ourselves and other agricul-
ture-based industries.

“They (the employers) might be in for
a big surprise if they don't deliver the
goods.

“The guys on the floor are very
unhappy with what they have been
offered and they are prepared to contin-
ue the strike for another week or two.”

He said the unions had indicated in
Tuesday’s talks that they were prepared
to move to a 15 percent wage increase,
put this had not been favourably
received.

About 83 500 tons of cane a day were
being lost, a sugar industry source said.

‘| MARWS BOSCH

Wesf Africa’s
low-cost gold
not in trouble

Johannesburg — West Africa’s Tow-cost
gold producers should weather the latest
gold price plunge with ease, while the
South African gold industry prepares for
buge losses and layoffs of thousands of
miners, analysts said yesterday.

With gold at its lowest level in 12
years and sliding lower by the hour,
South Africa’s mining houses are
preparing for an uncertain futore.

st could be the worst thing the coun-
try has ever seen. This gold crisis is the
1ast thing the couniry needs right now,”
said an analyst. Analysts expected the
first bad signs of the weakening gold
price to surface during the quarterly
reporting season, which starts today.

“Iminkwearegoingtoseeablood-
bath,” Angus Auchterlonie, a Mathison &
Hollidge gold analyst, said. One exception
might be Anglo American which could
win a respite through its forward sales.

Yet west Africa’s fast-emerging gold
industry — centred around Ghana's
Achanti Goldfields — will hardly be
affected by the low bullion price because
of sophisticated hedging policies andlow
operating costs. .

Analysts said most gold mines in
west Africa produced gold at a cash cost
well below the world average, estimated
by Gold Fields Mineral Services to be
$262 an ounce, Barry Sergeant, a BoE
NatWest analyst, said the cash cost of
most of the gold mines in West Africa
was between $200 and $250. Auchterlonie
said only three South African mines had
a cash operating cost of less than $250.

But analysts said the biggest effect of
the falling gold price would be on explo-
ration in Africa. — Reuter
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Manufacturers are optimistic los¢ time will be made up later this season

Sugar industry rejects lé;)is figures

Ravin MAHARAJ

Durban — The sugar industry
has questioned estimates that the
sugar milling industry would
have to dump 114 000 tons of cane
worth R17 million, and that
R14 million a week had been lost
by growers because of the deteri-
oration of the cane crop during
the three-week strike which
ended at the weekend.

Bheki Sibiya, the chairman of
the Sugar Manufacturing and Re-
fining Employers’ Association,
said yesterday these estimates
were “sp?culative”.

He said the industry could
only determine whether this
year’s season would have to be ex-
tended intc next year at the end of
the crushing season just before
Christmas. Lost production time
would also have o be considered.

Analysts also suggested the
cost of funding backdated pay in-
creases, the “knock-on” effect of
the strike on downstream indus-
tries and the restructuring neces-
sary after the strike would put a
damper on company earnings for
the year.

Bruce Dimlop, the chairman
of the South African Sugar

Millers’ Association, was hopeful
lost milling time would be made
up at the end of this year’s sea-
son. But he echoed Sibiya's senti-
ments that milling industry loss-
es could not be accurately
ascertained at this stage.

Selby Nsibande, a spokesman
for the Sugar Bargaining Coun-
cil, said yesterday that workers
had wiilingly indicated they
would return to “full produc-
tion”. But union estimates indi-
cated only about 75 percent of
workers had returned to Tongaat-
Hulett and Hlovo Sugar’s milling
and refining operations.

Nsibande said some workers
were unhappy with the resulis of
the wage negotiations, adding
that workers in northern Kwa-
Zulu Natal were “very reluctant”
to go back to work.

Following the intervention of
the Commission for Conciliation,
Mediation and Arbitration
(CCMA), the emplover and the
five unions represented in the
Sugar Bargaining Council
agreed on an 11,25 percent across-
the-board increase, backdated to
April 1, with an additional in-
crease of 2 percent to be intro-
duced on December 1.




COMMODITIES The industry hopes to negotiate an SADC protocol |
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SA and Swaziland to Strikers hurt

tackle sug

KVWAZULL INATAL EDITOR

Durban — The South African and
Swazi sugar industries would mest
early next month to resolve their long-
standing dispute, Tony Ardington, the
outgoing chairman of the South
African Sugar Association (5asa), said
vesterday

Speaking at the Sasa annual gener-
al meeting, Ardington said construc-
tive discussions had already taken
place with Swaziland concerning the

- basis for a longterm agreement within

the Southern African Development
Community (SADC). He also said the
two sides would negotiate the reinstate-
ment of Swaziland’s use of South
African training, research and port fa-
cilities.

He said if the industry was to suc-
cessfully negotiate a sugar protocol
within the SADC, it had to reach an
agreement with Swaziland so that the
sugar industries of the Southern
African Customs Union could ap-
proach other SADC industries with a
proposal governing trade in sugar.

The dispute between the South

ar
. Suc:mﬂ@a

dispute

Afritan and Swazi sugar indusiries
aroge over the export of sugar into
South Africa by Swazi sugar coinpa-
nies at prices below those set for the
domestic sugar industry

“Last year, the inereased exposure
of his industry to the residual world
market as a result of competition from
Swaziland within the common customs
union was the most important factor
causing insecurity,” Avdington said.

Since then, competition between
the two industries changed after the
Massru Protocol was signed by the
two governments in August last year.
This committed all SADC members
to a progressive dismantling of tar-
iffs gver the next eight years.

“Phis places all producers other
than those in Mauritius ... in a difficult
position. In the absence of asugar pro-
tocol, production of 4million tons in
the SADC will compete for a market of
9,5 miltion tons,” said Ardington.

“The consequence would be tolower
the internal price of sugar in the SADC
to a price below the world market price.
In times of low world prices, this would
be below the cost of all producers and
production would collapse,” he said.

<

by

by the cane
they burnt

Durban — Although the 114 000 tons of
sugar damaged or destroyed as a vesult
of the recent strike at sugar mills was
not significant to an industry that
would harvest over 23 million tons this
season, it could affect small growers,
Tony Ardingion, the outgoing chair-
man of the South African Sugar Asso-
ciation, said yesterday.

- He said cane that had been cut or
purnt before the start of the strike
would have been destroyed or lost
value for the grower and the miller.
Damaged cane could comprise allora
large part of a small grower’s Crop.

““Gtrikes are a blunt instrument in
the negotiation process and harm those
directly involved. The hardship suf
fered by the negotiating unions will be
shared by many small-scale producers,
all those working on the farms ... It is
damaging to all involved that the sirike
was extended ... because of competi-
tion between unions purporting to rep-
resent the best interests of members.”

He said the strike would have a neg-
ative effect on cash flows this season. It
had also delayed the start of the 1988/9
crop, he said. — Shirley Jones
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Shareen Singh

. | GOVERNMENT departments are
| | battling to comply with racial quo-
| tas and targets for their staff com-
glements as “suitably qualified

lack applicants” cannot be found
to fill vacant positions.

The latest edition of Fast Facts,

a publication of the SA Institute of
Race Relations, said government
officials, speaking during a recent
Human Rights Commission con-
ference workshop, said their their
departments “could not be expect-
ed to make substantial moves to-
wards racial representativeness
as long as there were too few
trained black managers”,
@ The officials said too little was
being done to train lower-level
black staff to equip them for senior
positions. Reports from provincial
governments to Parliament had
gupported these views, the mag-
azine said. The North West
province, for example, reported
that 40% of middle management
posts in some departments had
not been filled because suitably
qualified black applicants could
'1 not be found.

E &0 243197 @@)
Government cials at the

5
3

Govt departments

f trained

conference said they were geepti- larly in the pu lic service, where
cal about compulsory race classi- major trans ormation was being
fication. Some o cials had ex- implemented. o

pressed frustration that they did Institute of Personnel Manage-
not have guidelines on whether to  ment executive director Pat

classify employees and job appli-
cants by race, and if this was nec-
epsary, how to go about doing 50.

“Consequently some depart-
ments were undertaking racial
classification and others were
not,” the publication said.

The Central Statistical Ser-
vice's (CSS) chief director of demo-
graphic surveys, Pali Lehohlo,
said SA’s history of using “race to
disempower certain population
groups meant that racial classifi-

cation was still a necessity as-a  agement ositions as there was a
way of monitoring the deracialisa- large poo. of black graduates and
tion of society”. “those with a degree are traina- .
The removal of apartheid from ble”. Government was expecting -
the statute books had to hold the private sector to invest in:

meaning at alllevels of society and
“how does one get a Sense of the
disempowered chimbing the eco-
pomic ladder and demographic
erformance in cther argas if not
y classification?” Lehohlo said.
He believed that racial classi-
fication was a definite require-

e = gA_F AR xwg IREDN] -

However,

were una

training and
and legislation encouraging
was being considered, “yet depart-
ments themselves are not oing
the same”, she said. -

The public service and admin-
istration department was un-
available for comment.

k¥

find |
Staff“;‘ I

ment in job applications, particu-

Gamede said race classification
for the purposes of affirmative ac-
tion was netessary, “but only if
combined with affirmative action
programmes and as part of a pro-
cessof transformation”. "
caution was needed
to ensure that “race classification
was not used as a di imi
{o0l”, Gamede said. :

It was difficuit to understand
how government departments
ble to fill middle man-

gkills development

Qmall-scale
ey OO 2HO

DURBAN — Small-scale growers
in SA would produce more sugar.
cane than the entire Swaziland
gugar industry, generating about
R800m of SA’s R4,5bn gross turn-
over for the industry, SA Sugar
Association chairman Tony Ard-
ington said at this week’s annual
generalmeeting.

The sharp increase in small-
scale growers since the drought
meant this seetor would produce
4,6-million tons of cane for the
199'7/98 season — 25% more than
last year — would contribute
about 22% of the sugar produced
by private growers.

Ardington said the “buoyant”
demand for sugar in the Southern
African Customs Union (SACU)
provided good export O portuni-
ties to boost the industry’s expect-

sugar prod&gg&‘%

d gross turnover to R4,5bn. dustries of the C could de-
Sugar yields for this year'ssea- SLroy each other in the absence of
gon were expected to reach 2,53- some sort of protocol governing
million tons against 2,26-million trade,” Ardington said. e
tons last year and the industry ex- The local industry wanted the
pected to export 4AB% (44%) of that protocol to include an obligationto
amonnt. export surplus sugar out of the re-
Ardington said SA exported  gion and to share the growth of the

R1,4bn to the rest of the world but
from the KwaZulu-Natal and
Mpumalanga perspective, the
sugar industry also “gxported”
R2.4bn to the SACU, which in-
cluded SA, Namibia, Lesotho,
Swaziland and Botswana.

He warned that without a sug-
ar protocol being reached by the
sugar industries in the 12-mem-
ber Southern African Develop-
ment Community (SADC), the in-
dustries could destroy eachother.

“(Because) of the distorted na-
ture of the world sugar markets
there is a fear that the sugar in-

market.

World

world.

markets in
said. He sai

duced tariff
efficient sugar industries in the

TOW

whole SADC market among the
sugar producers. .
“Our vision is one of steadily in-
creasing sales by SADC producers
into the SACU and into the other
the SADC,” Ardington
d this created oppor-
tunities for the region’s sugar in-
dustries to expand into a growing

This market was expected to
become more attractive as the
Trade Organisation re-
protection of the least

discriminatory
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Sugar?stnke may"
end after efforts

| bn g labou)r ?Bch:r a
N'cﬂ'?:{ xnvev
‘ DURBPIN A mﬁg 19-day sugar

mchistry strike is due to end today af-
ter more than 4-500 workers agreed to
'| returnto  work following intervention
at the weekend by the Councll for Con-

ciliation; Mediation and , b atlon
(CCMA). * @(5 --212@ ik
However, the strike could result in
lost revenue of millions of rands for
- SA’s sugarindustry.
| - The 14 mills'and reﬁnenes aﬁ'ected
by the’ st;nke will be fully operational
by torbrrow., -

Employer representahves and ‘the
five trade unions reached an agree-

-merit ori Saturday over wage increases
after a fortnight of meetings. ‘

‘Trade union spokesman Eric Botha
said the resolutlon “should have hap-
pened far soonier” and that the CCMA
‘hdd played apivotal role in resolving

! issues which had caused the strike.

The agreement is for an 11,25% in-
credse backdated to April 1. This will
"be followed by a 2% increase from De-
cember 1; effectively” mcreasmg ‘the
'bage margmby 13,25%.- - .

, . The workers had initially demand-
ed a 20% across-the-hoard rise.

Milling and Refining Em loyers
Association chairman Bheki Sibiya de-
clined-to esfimate losses incurred dur-
ing the strike, saying that the 100 000

. tons of cane cut and awamng crushmg
- Aretamed “a fair degree” of sucrose.
“He said that the lost capacity eguld
: be recovered by exténding the crushmg
i season beyond Christmas and that the
sugfr g;tockpﬂles had"l&een sufficient to
:-.CQI]. e sy legOI: ers ML
o Sibiya st d ‘the inckease’ dﬁf e
"ahshbﬁ ¥ close’ the'whgeigap b,é:j;weenru
‘sugar; mdustry [ £loyees and those in !
other; agncultur businesses. ‘The
trade unions would restime efforts to
I bnng@athe industry.in line: when nego—
l tiations’ started for¢1998/99 e said. ‘
s A ‘merit incréage’ system “would. be
ireviéwed' by managemeritiiand shop
stewards ‘while Tongaat-Fulett and
Tlove' Sugar ‘were ‘commiitted to" re-
structurmg employée: gradesf*and had
\ tndertalken to ‘provide the ‘appropriate;
trammg to remove the A1 grade level. -




RAVIN MAHARAJ

Durban — The sugar industry
was expected to “recover rapid-
ly” from the three-week strike to
cotnplete its crushing season this
year, analysts said on Friday.

But they said the cost of fund-
ing backdated pay increases,
the“knock-on” effect of the strike
on downstream industries and
restructuring necessary after the
strike, would put a damper on
company earnings for the year.

The strike, which shut down
14 milling and refining opera-
tions, ended on Saturday after
marathon mediation talks be-
tween Tongaat-Hulett, the diver-

() 2314T e
Sugm) not crus| ed by three-wee

sified sugar and industrial group,
Hlove Sugar, the sugar producer,
and the five unions in the Sugar
Bargaining Council,

The council had referred the
lengthy dispute to the Commis-
sion for Conciliation, Mediation
and Arbitration (CCMA) Iate last
week.

Eric Botha, a Sugar Bargain-
ing Council spokesman, said yes-
terday that Eugene van Zuydom,
a senior commissicner affiliated
to the CCMA, had come up with
an offer that both sides “could not
refuse”.

The parties, he said, had set-
tled on a 11,25 percent increase,
backdated to April 1, with a fur-

ther 2 percent increase effective
from December 1 this year Out-
standing issues would be dealt
with at a corporate level.

Botha said about 4 500 work-
ers would return to work tomor-
row. Cane cutters, farmers and
haulage companies would also
resume production.

The sugar industry — which
earns foreign exchange of more
than R1 billion — exports to 27
countries and last vear enjoved a
healthy sugar crop of 2,25 million
tons.

Management had entered the -

weekend talks offering an
11,5 percent increase effective
from June 1 with a further

Gsucri

k strike °

2 percent increase from Qctober
1. The Sugar Bargaining Council
wanted an 11,5 percent increase
backdated to April 1 with another
2 percent from April 1.

The unions represented in the
Sugar Bargaining Council were
the National Employees’ Trade
Union, the National Industrial
and Commercial Workers' Union,
the Food and Allied Workers’
Union, the National Sugar and
Refining and Allied Industries
Employees’ Union and the South
African Electrical Workers® Asso-
ciation.

The five unions represented
80 percent of the workforce in the
sugar industry.




+ Tongaat-Hulett plansMazowe: valley mill
" §Torigaat Hulett Group; the South African sbgat Broup, proposedto. -
{iebuiid & 23650 million (R260 milliop) sugar milk in lowet Mazows val:
| ‘#:ley the Goriféderation of Zimbabws Industries iridustrial review re: .
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Fawu out of step in sugar ta]ks

RAVIN MAHARAJ

Durban — The sugar bargaining coun-
cil warned yesterday that attempts by
the Food and Allied Workers’ Union
(Fawu) to refer the dispute to the Com-
mission for Conciliation, Mediation
and Arbitration would “never fly”.

This comes as the sugar strike enters
its second week, bringing with it the pos-
sibility of “carrying over” some cane for
the 1998 milling season.

Selby Nsibande, a spokesman for the
five unions in the sugar bargaining
council, said they had rejected weekend
attempts by Fawu — one of the unions
in the bargaining council — to “push the
matter” into Cosatu’s hands as it fell out-
side the “ambit of the bargaining coun-
cil”.

He said the industry’s bargaining
council had dispute mechanisms in
place, even though Cesatu had begun
to “breathe down the necks of the ne-
gotiating parties” to find a speedy 80~
lution.

Nsibande said the bargammg coun-
cil was “disappointed” with Fawu
which, he said, was trying to resolve the
matter in its “infinite wisdom”.

That, he said, would delay a possible
meeting with management today, and

oy () 15[3197 &

STICKY The sugar strike hos so far
closed down 14 milling and refining

operations PHOTO JOHN WOODROOF
lengthen the strike, which has resulted
in the shutdown of 14 milling and refin-
ing operations belonging to Tongaat-
Hulett, the diversified sugar and indus-

tnal group, and Tlovo Sugar the sugar
producer.

Only Transvaal Sugar and Union Co-
operative have so far remained unaffect-
ed.

Yesterday there were three manage-
ment offers on the table. Nsibande said
the parties now differed only as to
whether the employers’ across-the-
board offer of 11,5 percent should be
backdated to April 1 or June 1.

If accepted, the management offer
{the unions were initially asking for a 20
percent increase) would be followed by
an additional 2 percent increase on
October 1.

The other two offers involved vart-
ous combinations of the initial percent-
age increase, the additional increase in
QOctober and the date from which the
increases would be backdated.

The increase went hand-in-hand with
an offer to upgrade the status of, 283 Al
workers to an A2 rating, giving them an
effective increase of 17,25 percent.”

This was part of a weekend stmke-
breaking management proposal for
the full integration of workers to
higher grades, to be completed by next
March.

Fawu was unavailable for comment
yesterday.




- End of sugar industry st

Nicola Jenvey

DURBAN — Protracied negotia-
tions between five sugar milling
trade unions and management
have narrowed the gap between
worker demands and industry of-
fors and edged closer towards end-
ing the damaging two-week sugar
industry strike.

Trades union spokesman Eric
Botha said yesterday that worker
representatives and management
had setiled on an 11,6% across-
the-board increase, with another
2% in October.

However, the union was de-
manding back pay to April, while
management was offering the new
wage level from June. .

Further meetings were sched-
uled to take place later in the
week.

The offer went hand-in-hand
with an offer to upgrade the status
of 283 A1 workers to an A2 rating,
giving them an effective 17,25%
increase, Botha said.

ike is in sight
2

This was part of a sgike-breb gm be carried

ing management proposal for the
full integration of workers to hi gh-
er grades to be completed by
March next year.

Botha said that given the cur-
rent consumer inflation level of
about 10%, an 11,6% increase cou-
pled with a further 2% later in the
year would contribute towards
closing the differential between
the wages paid in the sugar indus-
try and those of other agricultural
industries.

The unions had conducted a
gurvey among Clover SA, Premier
Milling, Sappi Saiceor, Sappi
Stanger, Sasko Durban Mill,
Sasko Stanger Bakeries and Tas-
tic Rice Corporation for compara-
tive wages, Botha said.

Sugar industry spokesmen
said that while the strike action
had been a financial blow, the in-
dustry was highly flexible and the
lost production could be made up
after Chrigtmas if the milling sea-
son was extended.

over for milling next year.

Reuter reports that the strike
was costing the industry about
83 500 tons of cane a day in lost
production, but that the industry
had declined to put a value to the
losses.

Milling and Refining Employ-
ers’ Association chairman Bheki
Sibiya said that there were still
five months left in the crushing
geason, which had began in April,
and the industry was now consid-
ering various options to recover
lost production.

“There are a lot of things that
can be done to recover some, or
most, of the lost production. Until
these plans are discussed by all
the role players, any figures re-
leased will remain pure specula-
tion,” he said.

The unions and employers said
last week that they hoped the
strike would end this week and
that production could be resumed
before the weekend.




&1

‘Industry to try to
i:;i"esol deadlo
-N}cola Jq Su(:mﬁ

93
“DURBAN & JQ—(L%I! attempts
to break the deadlock between
Satriking sugar industry workers
end management will be held to-
“day and failure to resolve the dis-
“pute would result in workers con-
tinuing the strike for another two
weeks, a union spokesman said.,
v Five unions involved in the
¢rushing and milling process have
~been on strike since last week and
-areunder a management lockout.
#* Union spokesman Eric Botha
said yesterday that the umions
-had been “more than patient” and
had already made concessions by
feducing the wage increase de-
mand from 20% to 15%. The strike
would continue if workers de-
~mands were not met at today’s
‘meeting, he said.
= However, the Sugar Milling
and Refining Emﬁloyers’ Associa-
tion chairman Bheki Sibiya has
warned that the sugar industry,
which earns more than Rlbn in
foreign exchange annuaily, faced
significant losses should the
strike continue beyond next week.
* During Tuesday’s meeting,
‘management offered an 11% in-
-crease to B4-grade employees and
-a R100 settling bonus to the re-
maining workers. The unions re-
jected this call, demanding an
across-the-board increase of 15%.
- Meanwhile, Grocane GM Cecil
Oliver said yesterday the compa-
ny had received 18 reports of “wild
cat” fires started by employees on
KwaZulu-Natal sugar farms.

Province reverses ‘no
‘'work, nopa

D e SV,

ob io]

THE Northern Province govern-
ment yesterday revoked its “no
work no pay” order governing the
two month stayaway by Bush-
buckridge public servants over a
border dispute and said it would
pay affected workers backdated
salaries. :

Spokesman EKenny Mathivha
said the decision at a provincial
cabinet meeting was intended to
“contribute to the normalisation”
of Bushbuckridge after the school
and work boycott, designed to
pressurise government to transfer
the town to Mpumalanga, ended
on Tuesday.

Meanwhile, the Bushbuck-
ridge border committee, which
was formed to fight for the town’s
transfer, yesterday delayed its ap-
plication for a court order forcing
central government to redraw the
two provinces' borders.

Committee spokesman Prince
Ndilovu said papers would be
served by tomorrow.

He also said there would be a
march through the town on Mon-
day to highlight Tuesday’s meet-
ing between Provincial Affairs
Minister Valli Moosa, Northern
Province premier Ngoako Ramtl-
hodi and his Mpumalanga coun-
terpart Mathews Phosa at which
the issue would be discussed.

Memorandums demanding

Kevin O’Grady

that the three leaders “put their
personal and political interests in
their pockets and the interests of
the people of Bushbuckridge on
the table” would be sent to their
offices.

Moosa’s spokesman Mpho
Mozimane said Moosa was aware
of the committee’s intention to
start legal proceedings and had
told committee members it was
their right to do so, “The only
thing we're opposing the use of on
this issue is violence,” Mosimane
said.

.. Healgosaid a commission of in-
quiry’s report on the border dis-
pute between the Northern Cape
and North West that was released
last week would be the subject of
intensive talks between Moosa,
North West premier Popo Molefe
and Northern Cape premier
Manne Dipico.

The commission, headed by for-
mer local government elections
task team co-chairman Khehla
Shubane, recommended Mothibis-
tad and Pampierstad in North
West be combined with Kuruman
and Hartswater in the Northern
Cape respectively but that Taung
and Kudumane districts remain
in North West.

Mosimane said there would
need to be agreement between the
two provincial governments and
central government  before
changes could be legislated.

orde
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Dfaft agreement could

end 15-day

From Reuter QTG’,)R:) 'q

Durban — The 15.day strike by -

thousands of South African
sugar workers may end today if
union members vote in-favour of
a‘draft agreement with manage-

ment, a union official saig yester-~

day

Management and the unions
reached a draft agreement in the
early hours of Yesterday morn-

ing to settle the strike, which hags -

crippled the South African sugar
industry, a spokesman for Movo
Sugar and Tongaat-Hulett said,
ric Botha, a spokesman for
the five unions taking part in the

ar strike

iﬁ raft agreement could be

signed today, paving t{le way fora
return to work of about 4 000
workers at 14 milis and refineries
in the RwaZuly Natal sugar pro-
ducing region.

“If our members accept the
offer we will be putting to them,
we will sign the agreement,” sajd
‘Botha. He pointed ot the drafi
agreement included a wage in-
crease of 11,5 percent backdated
to April 1. A Spokesman for the
two companies said he was hope-
ful the draft agreement woulil be
signed,

The sugar indusiry estimatag
production losses at aboyt 83500

strike, saig if me;gbers agreed,

(B3 Biierag
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Sugar wage: stalemute referred to. :
+CCMA for.'speedy’ resolution”

‘ﬁ Thé Sugar‘ Bargaining Couneil ‘said yesterday that 1t would refer o
'} this léngthy dispute that’ has shut Jown 14 refihinig and millihg op
érations’to the Commissmn for Concihatmn, Medlatmn and Arb1~ 8
ration (COMAY. - 17
W . Thig move comes aﬁer the faﬁure hei‘ween umfms and marmge-
"‘}ment Yesterday fo 5ign  draft agreementas the strike entered its .
3 ithivd whek. Eric Bothd, a tinion spokesyian; said members had in-.’}
J‘Ikhcateci thej wete *npither overwhe]mmgly posnwe ot negatwe”
“Iiabdtit the offér spelted out in the agreement, He Said CCMA would
"”he bfought in for'a speedy resolitiori of the’ dispiue . i~
: The dreft: agmement said employees would be, offered an %
‘ *911 5 percent wage inciease, backdated o Apml 1" This differed
1f‘mm the previous offer of 11, percent backdated to June’ 1 w1th'ﬁ T
other 2 percent ‘mereasé to'come i October Sugar cane cutters :
0 ‘?ami farmers enteted the debate yesterday, saying they] hdd had' to
H1ay off uindreéds of ‘workers becatse of thie strike. mRavz ) 3
9’Mahardj, Du}rban (3 T4 u(’jﬂ!} i i@ N




8w offer for sugar workers

EFFORTS to resolve the iwo-week
strike*in the KwaZulu-Natal sugar
industry continted yesterday, accord-
ing to chairman of thé Sugar
Manufacturing and Refining
Employers Association Bheki Sibiya,

“We are hopeful that it will be
resolved because we will present an
attractive offer to the employees this
afterndon (Tuesday),” Sibiya said.

I\(!'{liagement was offering an 11,5
percent increasg from June plus anoth-
er two;percent effective in October.

¢ l“-agh cauticisly optimistic fabout

the»gutcpme "of our-meeting withethe
union& @Wﬁ%)
A representative of the Natiohal
Industrial and Commercial Workers
Union (Nicwu), Selby Nsibande, said .
workers at four of the 14 centres
involved in the strike had been consuit-
ed on the latest offer and rejected it.
“The bottom line they are prepared
to accept is at least 15 percent,” he
said, “We remain hopeful of being able
to resolve the matter soon but I am
very doubtful of finding a solution this

e 4 [3]97
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el aft agreement be-
I}h h‘é’f : 9nt and striking

ﬂustxquyorkers and could
;iﬁee}{ conflict hetwebn

Wd*Refining Empldy-
e ﬂ?ﬁ? chmfan%%iﬂa

E'mplbyees wuuld 'be offered an

’ 11,5% wage increase backdated;to

Apnl 1, be said. This differed from
the: weekend offer of 11,56% fr m
June 1-with another 2% Tcrea

|.in Octoberb])

However; tra on spo s-
‘manEric Botha was cauticus, say-
ing feedback from members was
“neither overwhelmmgly ositive .
' nor.tegative”, He said the o er
would’ be voted on this morning
andif accepted; thethe agreemﬁnt '
would be signed later today.

Sources, estimated Tongaat-
Hulett and Illovo Sugar had lost

| 886 Q00 tons of cane crushing da;ly

during the stnke

f
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Ilovo to shut down Glendale
MR 10110

Nicola Jenvey

DURBAN — Illovo Sugar is to
stiut Glendale sugar mill, inher-
ited from UK firm Lonrho Sugar
vihich the SA group bought in
June, after a wide-ranging study
of the mill’s financial and opera-
tional activities found it unviable.

Tllovo Sugar MD Don MacLeod
said yesterday the mill suffered
from a]l)oor profitability and high
capital demands.

Glendale was SA's smallest
sugar mill with an annual crush of
about 300 000 tons. If was more
expensive to run than larger coun-
terparts where cane output was

) -

more than 1-million tons & year.

MacLeod said Tlovo’s first pri-
ority was the mill's employees.
Steps were being taken to provide
employment elsewhere within the
company, he said.

Retrenchment packages and
early retirement opiions com-
bined with encouraging workers
to establish independent sustain-
able businesses, to which the com-
pany would offer assistance, were
alsounder consideration.

“Mill employees will be person-
ally interviewed to work through
the impact of the mill’s closure
and to assist in selecting the best
option,” he said.

mll
e was confident that most em-
%ﬁoyees would find work in other
ovo operations.

MacLeod recogn.ised the pio-
neering work undertaken by the
mill to develop small-scale farm-
ers in the Umvoti Valley. As a re-
sult, the Small Growers’ Affairs
department would remain open to
cater for the small grower commu-
nity and future small-scale farm-
ing developments in the region.

This would be augmented by
existing plans to extend Illovo’s
medium-scale farm programme to
the area. All Glendale’s future
cane sugﬁlies would be diverted to
the Gledhow mill at Stanger.
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“Siigar compény wil,

SHIRLEY JONES

KWAZLIIU NATAL EDITOR

Durban — Diovo Sugar said yes-
terday it would close its Glendale
sugar mill near Stanger along
the KwaZulu Natal north coast. It
bought the mill from Lonrho in

June. '

e ET(eR )i ré/ e,

productien during the present
season it had little chance of
being viable in the longer term,
he sgid. The mill was expected to
produce 35 000 tons of sugar this
season compared with 24 000 tons
in the year to March 30 iast year.

DMovo's decision was based on
a feasibility study into the Opera-

Don MacLeod, Dlovo’s manag-
ing director, confirmed that the
closure at the end of the sugar
season, either just before Christ-
mas or in January 1998, could

Gl

tional and financisl viability of

endale which began shortly

after the takeover

“The Glendale miil hasn’t

cost 220 jobs. .

The company would try to ac-
commodate some employees at
its operations in South Africa,

© Swaziland, Malawi, Mozam-

bigue, Kenya and Mauritius,

He said the mill’s continued
existence was simply not viable

1

for the mill to be profitable. -

n

Tllove'shanaging director

because of its poor profitability
‘and the considerable capital
which needed to be_injected to
bring the mill up to acceptable
operating standards. Still further
investment would be imperative

Even if Glendale increased

been profitable for years, It only
gave Lonhro an opportunity to
have a presence in the South
African market,” said MacLeod,
He also said that the closure
amounted to a rationalisation of
Dlovo’s interests in the area and
wouid not prejudice the liveli-
- Noofls+of the farmers supplying
*~'thé mill, Glendale's future cane
supplies could easily be diverted
to Illovo's nearby Gledhow mill,
The Glendale Distilling Com-
bany, in which Ilovo has 3 50 per-
cent'stake, would continue to op-
erate on the present site with
molasses supplied by the Gled-
how mill. MacLeod said that
would be brought up to fuil
capacity, and he hinted at possi-
‘ble synergies with Tliove’s Mere-
" bank alcohol plant.
* 3, He said llovo was keeping its
‘options open when it came to
- what would happen to the mill,
... "The company might break it
up and use the equipment else-
iereyor-dismantle the'mill and, ..
'&*nipvéfiff,"as"itn;has done with-¥hat =~
18 now 'the Eston mill along the
KwaZulu Natal south coast, and
as Tongaat Huléit is doing with
‘the removal of its Mount Edge-
combe mill t6 Zimbabwe.

o o Biisiness Watch, Page 14
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- Soaking rains'are good

-and bad news for sugar

+  DURBAN, — Hea Bring rains that have soaked
o, eastern.KwaZulu-Natal had brought good andbad
"1 news for sugar cane farmers, the Cane Growers’ As-

sociation said yesterday. :
Three. days ‘of rains in excess of 20mm, and in
some cases up to 40mm, had halted some milling op-
erations in a sector which was under pressure to
meet a backlog caused by a three-week-long strike in
July, said association executive director Jack Wixley.
“These rains have made the harvesting of this
crop fairly difficult. Things are pretty tight at the
mills because of the strike and this will put more
pressure on them”
The current 1997/98 sugar crop is estimated at
2,44 million tons. ’
ixley said the heavy rains were welcome be-
cause they would boost the water table and levels of
dams in the province, most of which were around 90%
. full, This “will help to carry us through the dry pe-
-+ riods predicted for next year and get the cropsofftoa
ﬁ‘gud start now”, he said. Scientists have predicted
ought for southern Africa next year because of the
El Nifio weather phenomenon,
About 20% of KwaZulu-Natal's sugar cane was
. underirrigation anda large percentage was a longer
cycle type of cane which meant that next year’s crop
would not be significantly affected, Wixley said.,
“A’ significant proportion of next year's crop is
.+ guaranteed;” he said. — Reuter.




COMPANY NEWS

Tongaat-Hulett Sugar plans two-phase refurbishment of Rossburgh plant

Durban refinery i
@msip

SHIRLEY JONES

UE..EE — eoamwm»lmamm m:n&.
was investing R22 HE,:SB in
upgrading iis central sugar H.a.E,

" ery at Rossburgh, Durban, said-
Bruce Dunlop, the Emsmme -

" director, this week.

.

. This formed part of a go.urmma .
refurbishment which could HEm,a in:

" vestment in this facility EEH

Rd4 million in the nexi two- wmm_..m
But Dunlop said the mmncsn ﬁmn«

the project still had to be mzm the:

go-ahead.:
The 95.9# Eﬁmﬁaﬁ S

two statelof-théart Swiss machin

for the packing line. The machi

would be used to pack 85 000, fons-of

sugar a year in 500g and 1kg packs,

_ he said.

The new machines 29& come
into use early next year. He said the
refurbishment was essential to en-
sure the Huletts brand retained its
position. The last refinery upgrade
was undertaken 20 years ago.

in R22m u

Dinlop mma mE.Bzmw eobmmmw.
Huleit Sugar was not the SEE.%m
largest producer of raw mnmmn itheld
the lion’s share of the retail market at
about48 wmunmur ormore than 350 000
tons a year:

The refinery upgrade followed a
“pat-on-the-back” for the Huletts
brand.

o

ﬁo? ‘the ..@aman?m:“mx Sugar MD, aims fo ex-
Em name

PHOTO PETER DUFFY

Dunlop said a recently cnw:mgn
Markiner survey had for the first
time registered Huletts as one of iis
top 10 brands generally, alongside
Coca-Cola, Eskom, Telkom, SAB,
Toyota, OK Bazaars, Pick 'n Pay,
Standard Bank and Koo.

“Inletts scored 81 percent for
consumer confidence, edging two

Eiy

o | %“.

percentage points ahead of Coca-
Cola,” Dunlop said. He said in the
past the product had only featured
in the foods category. -

He said the success of the brand
reflected Tongaat-Hulett Sugar’s
long experience of the retail trade
and the flexibility to meet the chang-
ing needs of Souih African con-
sumers.

“Tor example, we introduced the

. successful kg and 10kg packs in re-

sponse to market requests last year.
Our aim is to maintain Huletts as a
trusted name among consumers —
and as a benchmark for wmmEmm
sugar,” he said.

Tongaat-Hulett Sugar has held
back on pushing its brand name via
its packing operations in Namibia
and Bofswana, but fhis is not a long-
term strategy.

“We'd like to see our brand name
become a household name in the
broader SADC (Southern African
Development Community) region,”
Dunlop said.




Closure of mill ‘will undermine ground-breaking export trade’

Organic sugar farmers

raise cane a
CT(BR) A% 10§77

SHIRLEY JONES
KWAZULU NATAL EDITOR

Durban — Illovo Sugar would
undermine a ground-breaking or-
ganic syigar farming project that
could earn millions in foreign
exchange, Robert Tritz, a sugar ex-
porter; claimed last week,

Tritz said Hlovo's closure of the
Glendale Sugar Mill in northern
KwaZulu Natal would deal a death
blow to the Glendale organic sugar
project, the second of itskind in the
world. This action would stop local
farmers from earning a premium
of R50 a ton on organically grown
sugar cane bound for European
markets, he said. Tritz said he in-
tended taking his protest against
the closure of Glendale to provin-
cial government level.

Don MacLeod, the managing
director of Illovo Sugar, said the
sugar group stood by its decision
to close down the loss-making
mill, which it had recently bought
from Lonrho.

MacLeod pointed out that of
the 1000 tons of organic sugar to
be exported this year, only 300
tons had come from community
farmers and the balance from the

gainst lllovo

G sSUGER

lands surrounding the Glendale
mill which Nlovo now owned.

Movo’s feasibility study, on
whicly’the decision to close the
mill-was based; had taken all
factors into account, including the
production of organic sugar,
MacLeod said. He said Tritz's
claims that organic sugar was
extremely profitable were not
borne out by llovo's experience. If
the mill had remained open, Nlovo
Sugar would not have produced
organic sugar; he said.

Tritz argued that Movo had no
experience in producing organic
sugar: At this point just 400 tons of
organic sugar had come from the
Glendale mill, he said. Half had
cotne from cane supplied by local
farmers. At least 6 000 tons of ar-
ganic cane was still in the fields, of
which 1000 tons belonged to the
farming community, he said.

“Illove is going to create
massive hurt and problems for the
people of the Glendale valley”
Tritz said. He said the potential of
the organic sugar project had not
been fully realised. Although
input costs were high, economies
of scale would be realised if suffi-
cient organic sugar was produced

within the region, he said.

Tritz pointed out that Illovo
had informed small farmers in
the area that it would have to in-
vest R3,5 million immediately,
R7million within the next two
years and a further R30 million
during the next 10 years to make
Glendale profitable. He said Illovo

- believed the mill had to crush at

least 1 million tons to be viahle,

However, if the mill was pro-
cessing organie sugar only, it
could be profitable at just 20 00D
tons and would bring in a premi-
um of R22million a year, split
evenly between the farmers and
the mill, he said.

Tritz pointed out that it would
also cost between R2,5 million and
R5million extra,a year to trans-
port cane to the nearby Gledhow
mill. Macl.eod replied that addi-
tional transport expenses would
have no effect on farmers in the
valley, as Tovo would pick up the
tab for moving the cane to
Gledhow,

Tritz retorted that investing
R40 million to upgrade the mill
was preferable to spending
R100 million on transport over the
next 20 years.




; E’;;Fernando Lima
MAPUTO — The Maputd sugax termi-
+hal, which was virtually paralysed for
a decade, handled 1-million fons over
the past 28 months following the take-
over of management functions by a
joint venture of Zimbabwean, Swazi
and SA producers.

The

any, or Stam as the joint venture is

own, now hopes to attract sugar car-

- goes from Mpumalanga which would

be exported via the Ressano Garcia
railway line to Maputo.

Although ports remain state owned,
the cnm}l)lany took over the manage-
ment of the sugar terminal in Febrnary
1994 after the signature of a 10-year
leasing agreement with CFM (the
Mozambican ports and railways
authority). The company has sinece
spent $1,7m rehabilitating infrastruc-
ture at the terminal.

SA’s Manica Group is involved in
the venture to manage the terminal,
which represents one of several private
management ventures at the port.

Tetminal targes
rming] aregfs

aputo Suglar Terminal Com- -

SA sugar
8) = %0/

Under new management, the termi-
nal had handled one 'million tons of
sugar by September 1, which brought
$16,6m in payments to CFM — this
brought in $12,5m for the railways and
$4m for the port.

The terminal is handling sugar ex-
ports from Swaziland, Zimbabwe,
Mozambique and Zambia.

The company expects in future to at-
tract exporters from Mpumalanga as
development of the Maputo corridor
getsunder way.

The war in Mozambique forced the
sugar associations of Swaziland and
Zimbabwe to interrupt their exports
through Maputo harbour between’
1991 and 1995.

Constant thefts from the trains and
the port also contributed to the deci-
gion to suspend exports — in 1991
alone 16 000 tons of goods were stolen.

The trains are now escorted by a pri-
vate armed force which also mounts
patrols at port premises.

The terminal was built in 1966 and
handled 1,4-million tons of sugar over
the first eight years.
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Sugar produc

THE importance of sugar production to the
SA economy is clearly illustrated in the SA
Sugar Association’s 1997/98 industry direc-
tory released in Durban last weelk,

The publication shows that in the
1996/97 season, 2,2-million tons of sugar
was produced by the country’s 47 000 grow-
ers. Of this total, 1,2-million tons was con-
sumed domestically and 995 630 tons ex-
ported. Export earnings for the season were
worth R1,1bn.

Indications are that the 1997/98 season
is likely to produce a bigger crop — about
2,4-million tons, and that export earnings
will rise above the 1996/97 level.

The past season was the best one

O

experienced by the local sugar industry in
the past decade and ended a run of five con-
secutive poor seasons.

Mainty due to drought, SA exported just
123 173 tons of sugar in 1992/93, nothing in
1993/94, 347 507 tons in 1994/95, and
375 653 tons in 1995/96. Exports in 1997/98
are expected to exceed 1-million tons.

According to the directory, 47 000 grow-
ers produced 20,9-million tons of sugar cane
in 19296/97 for processing at the country’s 16
sugar mills — the highest total since
1987/88. Land dedicated to sugar cane was
also the highest for a decade at 411 297ha,
with 21% of this total under irrigation.

Forty-five thousand of the countrys

data released
EDislial9F (Gsughe

growers are classified as “small growers”
who produced 17,5% of the total crop.
Milling cormnpanies with their own sugar es-
tates produced 16,5% of the crop and 2 000
large-scale growers were responsible for
66% of sugar cane production.

Although direct employment in the sug-
ar industry is estimated at 131 000, the fig-
ure jumps to 240 000 when indirect employ-
ment is included. About 1-million people,
mainly in Mpumalanga and ‘KwaZulu-
Natal, are dependent on the sugar industry
for their livelihoods.

Income generated in 1996/97 amounted
to R4,4bn, making it one of the country’s
major revenue generators, — AP-DJ.



" Siveet outlook for, -
- Illovo Sugar results
voD AN — Industrial food oup

- Ioyo' Sugar ‘was, poised or .a
|" reeord production Year in'the cur-
'+ rent, 1997/98 season as the acqui-
sition of Lonrhe' Sugar in July %ﬂ-
., ‘edvéxpected levels to L,57-million
" tons gom;995 000 tons in 1996/97,
. chairman Robbie Williams said in
o the%iﬁoup’s an.nualriport. T
‘. Excluding the ' 465 000 -tons
*'dorltributed by Malaws, Swasiland
1+ and‘Mauritius; Williams said the"
. grotip still. anticipated. record SA
. "Production . touching 1,1-million .
" tons.Given normal weather ‘ton-
. ditigns, next! geason’s ' growth
. across the. group wag expected to
' incréase to 1,7-million tons: " - .
' "MD Don Mael.eod said Illovo
-controlled 45,5% of szfar,pi'dduc-'
tionin SA; 100% in M. awl, 37,9%
Jin: Swaziland and 12,8% in Man-
' itiug, but’several expansion pro-
|, Brammeswereunderway, . -
7 Williams believed the R1,8bn
| ‘acquisition of Lonrho "had: - im-
' u,gr,o’ved Illovo’s business: riskipro-
i le; The- g‘ebgraphic ‘diversity  of
he:group’s sugar: operations, re-
ticed Tllove’s exposure to adverse
! 'weéfp}iér;gonditgons. .
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Lonrho Sugar acqmsatwn increases profit share of downstream products in  rand term.s‘

Smm.n JONES
vt KWAZULU NATAL EDITOR
. i
Burban — Hlovo Sugar’s acquisi-
tion of Lonrho Sugar would be
viewed as the highlight of the past
financial year, Don MacLeod, Illo-
vo's . managing director, said last
night.

Tovo posted a 45 percent rise
in attributable profit yesterday to
R221,9 million in the year to
September 30. With a capital
expenditure budget of R220 mil-
Hon (R135 miltion) for the year to
come, Nlovo would not be daunted
by the acquisition of Lpnrho
Sugar, Macleod said. -

During the period under re-
view, headiine earnmgs rose
53 percent to R196 7 million,
turnover'was up, 50 percent at
Rz,65billion and djerating profit

' SPARKHNG FORECAST Don

MaclLeod, Illovo sMD

was 92 percent better at R399,1 mil-
lion, Pretax profit rose 89 percent
to R350,9 million. Hlovo declared a

" dividend of 40c (32¢) a share.

MacLeod said earnings growth
had been in line with forecasts at

(HIIHOVOS

hlaz
half-year?nd at the
Lonrho acquisition.
With the acquisition came a
dramatic chapge in the contribu-

&of the

tion to operating profit. In 1998,

63 percent had come fron sugar

manufacture, 29 percent from

downstream products and 8 per-

cent from cane growing; This con-

tribution ratio had shified to
58 percent from cane manufac-
ture, 17 percent from downstream
products and 23 percent from cane
growing.

However, while the profit share

‘of downstream products had di-

tinished, it had grown in rand
terms, MacLeod said. Whereas all
HMlovo's profit was drawn from

‘South Africa last vear;, this year

19 percent came from Malawi,
12 percent from Swaziland and
9 percent from Mauritius.

year

()= =UCTAR

Another significant change
came from foreign exchange
earnings, which escalated to
34,5 percent of turnover. Mac-
Leod said this figure was expect-
ed to grow to 40 percent of
turnover which, in turn, was ex-
pected to also increase materially.

Net financing costs grew
significantly from R22,2 million
in 1996 to R48,2 million in 1997.
However, this was the cost of
achieving the increases reflected

in the current results and more’

material growth in years to
come. Borrowings expanded
from R26i,6 mllhon to R1,03 bil-
lion. - SRR
MacLeod said he expected a
reduction in debt and thegroup’s
interest burden, to be synchro-
nised with expansions in South
Africa, Swaziland and Malawi.

Gold"*lndustry swi

ANDI SPICER
MINING AND RESOURCESEDITOR

Johannesburg — South Africa’s
gold industry swung back into
profit in the quarter to September
after the first ever loss in the
quarter to June.

Cost containment and higher
gold production added to the
bottom line, which should result
in even better results in the
quarter at present, analysts said.

Hedging also had a signi-
ficant effect on profit, with the
restructuring of the Western
Areas’ hedge providing a large
boost to profit in a weak gold
price environment.

“There was a big turnaround
and the December quarter will be
even better, providing a hell of a
lot of gearing,” Nick Goodwin, a
gold and mining analyst with
Fedsure Asset Management, said
yesterday

"ThlS always happens; ther
are a bad few quarters and then
the restructuring starts to klck

,” Goodwin said.

The industry produced a
profit of R51,48 million from last
quarter’s loss of R142 million.
Pretax profit was increased from
R721,6 million to R790,33 million,
and gold profit rose from
R728,98 million to R875,25 mil-

lion. This was despite a*

depressed gold price, when the
average gold price received was
$324, or R1 502, an ounce.
Goodwin said operational
results were better and there had
been a “big turnaround at JCI's
Western Areas and Randfonitein
because of the hedging policies of
the companies”. .
Gold Fields' performance was
down on last guarter, but was
forecast to do better in December.
Randgold was also down but was
scheduled to improve, as was

Dgs back ir

g4
Avgo!i At JCI there were much
better results, but a question
mark remained over Gencor’s
performance. Anglo did well and
was expected to do better next
quarter.

Gold Fields’ earnings fell
from a loss of R38,15 million last
quarter to a further loss this
quarter of R61,91 million, a

62 pereent fall on the June quar-

ter and a 183 percent fall on last

year's results.

Randgold’s earnings were
1 percent lower on last quarter,

down from a loss of 147,7 million
to R149,62 million. This is a
massive 584 percent fall on last
year.

Avgold did . better, losing

R39,39 million — a 26 percent

improvement - but was 182 per-

cent down on last vear. But the
group anmounced better projected
ouiput for its Target mine, sched-
uled tocome on stream  in 1999,

*’ _
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Gengold
102 percent, from a profit of
R60,58 million to a loss of
R1 million.

JCI  was the. largest
turnaround, with a loss of

:R234,6 million to a’ nroﬁt of

R12,32 million. This. is, an
improvement of 105 percent on
last quarter and a R363 million
boost on last year. ’

Anglogold, as always the best ‘

performer, pushed earnings up
12. perg:nt to R300,83 million.
yearly basis, AnglOgold
profit was down 22 percent. -
For the industry, the numbers
were better. “Gold production
was up nicely, as was gold profit,”
Goodwin said. “Costs were un-
changed*mainly because go!ql
production was up and costs well
contained. Capital expend;lture

m———
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however, was restrained, asital- -

ways is during a dlffxcult
period.”
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husiness mix

Management energies are focused on
absorbing the Lonrho sugar assets

A strong performance in domestic op-
erations has enabled Durban-based lllovo
Sugar to concentrate on the restructuring
and absorption of its international acqui-
sitions in the former Lonrho Sugar.

These new assets have added the icing to
what would alteady have been an excellent
year, according to MD Don MacLeod.

While Lonrho turnover made a healthy
contribution from June 20, as predicted it
had a neutral effect on headline EPS, which
rose 24% from 80,9c last year to 100,4c in

101
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the year to September 30.

Since the R1,6bn takeover in mid-year of
Lonrtho Sugar, management has concen-
trated on examination of the assets in
Malawi, Mauritius and Swaziland to ensure
the businesses are focused and in line with
llfovo operating principles.

The acquisitions have, however, had a
large impact on [lovo's business mix.
Whereas sugar manufacture accounted for
63% of the group R207,7m operating profit
last year, this has dropped to 58% of R399m
in fiscal 1997. Sugar cane production is an
integral part of the Swaziland, Malawi and
Mauritius operations; their input lifted the
cane-growing component from 8% to 23%,

Restructuting measures have included
transfer of assets in Mauritius into focused
companies {sugar interests in one com-
pany, hotels and leisure in another}, though
this has been delayed by the need for
legislation that will allow the transfer of
property without having to pay duty.

In Malawi, where Lonhro was in part-
nership with the State, government stocks
in the Sugar Cotp of Malawi (Sucoma) will
be listed on the Malawi Stock Exchange on
Monday — the placement, undet the aus-
pices of the Privatisation Commission, has
been 2,97 times oversubscribed.

Little change is expected with IHlovo's
newly acquired Swazi interests, though
MacLeod suggests the company could ex-
tend its KwaZulu-Natal medium-scale
farmer programme.

The empowerment scheme now has 40
black farmers owning sugar farms which
have been bought from Illlovo's nonstrate-
gic cane farming operations.

lllove's other international venture, the
Maragra mill rehabilitation project near Ma-
puto, is proceeding, though MacLeod says it
could take longer than otiginally expected
to complete. The mill should begin func-
tioning in 1999 and reach full production
two seasons later. Herb Payne
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Maputtp i,—% Mozambique will re-
coger its position in the list of
major ssugar exporters in Africa
w1t1;m fhe, next five or six years
folloyvmg:ihe rehabilitation of
thie countri’s sugar industry, says
Afnaido Ribeiro, the director of
the Mozambique Sugar Institute,
:i “With four of the country’s six
sugdr rgﬁnemes prioritised by
the government — namely Xina-
vane and Maragra, in the south-
ern province of Maputo, and
Mafambisse and’ Marromen in
the central province of Sofala —
operatmg again at full capacity,

our country will be producing

about 300 000 tons of sugar a year
and save about $35 000 million
currently being spent on sugar
imports,” says Ribeiro,

Mozambidue used to he the
fourth biggest exporter of sugar
in Africa after Egypt, South
Africa and Mauritius,

With a sharp decline in pro-
duction the couniry was overtak-
en by smaller producers such as
Zimbabwe, Swaziland and
Malawi. The crisis began just
after independence from Portu-
gal, in 1975, when 90 percent of
qualified sugar workers, mainly
Portuguese, British and Mauri-
tians, left the country.

Then came the civil war which
destroyed the country’s biggest
sugar refineries. From the maxi-
mum production of 3825000 tons
achieved in 1972, production went
down fo 11000 tons in the worst
year, 1985, of which 3 000 tons
were produced at Mafambisse and
8000 tons at Xinavane.

Ribeiro says $49 miilion is need-
ed to upgrade Xinavane, and there
are already some starter funds.

- is needed to rehabili-

ing next year with a $10,5 m11110n
loan from the Kuwait Fund.

The agreement formahsmg
this loan was signed in Maputo
earlier this month between Tomas
Salomao, Mozambique's finance
minister, and Bader M Al-Humaid-
hi, the managing director of the
Kuwait Fund, Ribeiro says the
Opec Fund has already agreed to
provide $10 million.

A formalising agreement will
be signed soon, while the Arab
Bank for Economic Development
in Africa has confirmed the provi-
sion of $10,5 million. The remain-
ing $18 million is ex-
pected to be sourced
from African banks.
Nedbank has guaran-
teed to make most of
this available.

Up to $200 million

tate Marremeu and
Luabo in the Sofala
and Zambezia
provinces respective-
lv. Both refineries
were dynamited by Renamo
rebels during the 16-year civil war
which ended in October 1992, de-
stroying their main components.
There is an immediate pro-
gramme for Marromeu, thanks to
the intervention of Mauritian in-
vestors who have formed a con-
sortium, Societe Marromeu.
Their plan is to be discussed dur-
ing negotiations with the govern-
ment of Mozambique this month.
Ribeiro says that if the talks
end before the end of January or
during February next year, the
stakeholders could begin land
preparation so that the refinery
can start production in 2001, He
describes the Mauritians as very

$49m is needed
to upgrade
Xinavane, and
starter funds
are already
available

ugar producﬂon high on

:faputo 3 hst of pnontles

bad state of the refinery, in addi- -

tion to alack of rail infrastructure.

Unlike other potential in-
vestors, the Mauritians are ready
to start working without the Sena
railway linking the port of Beira

-10 Malawi. They agree to start

working with the existing road
infrastructure currently under-
going rehabilitation.

The Sena line is also vital for
production at the Moatize coal
mine in nerthwestern Mozam-
bique. Ribeiro strongly believes
this line will function again cne
day because Mozambique cannot
survive without it.

About $350 mil-
lion is needed to up-
grade the railway
line, which is over
600 kilometres long.
Ribeiro says if the
preject goes well,
Marromeu will have
a yearly production
of 114 000 tons of
sugar, of which
35 000 tons will be for
export. Marromeu will also ex-
port 35 000 tons of molasses a
vear. Exports could earn the re-
finery some $10 million.

Marromeu is to be operated
by a joint Societe Marromeu/
government venture. At some
stage the government will
relinquish its shares to Mozam-
bican investors, including the
workers, in line with its privati-
sation programme.

But Ribeiro says nothing pre-
venis Mozambican businessmen
from joining the Mauritians and
that the government is encourag-
ing Societe Marromeu to look for
local partners.. — Independent
Foreign Service
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WASHINGTON ‘'— Ilovo Sugar has
won -an important round in its bid to
disentangle itself from costly US anti-
dumping proceedings which began
three years ago when a US competitor,
QO Chemicals, tried to drive it out of
the US market.

+ QO Chemicals claimed at the time
that Iliovo Sugar was selling furfuryl
alcohol in the US for less than what it
charged domestic customers.

The US commerce department ini-
tially sided with QO Chemicals, slap;u-
ping an 11,56% dumping duty on Illovo’s
product, which would otherwise have
entered the US duty-free under the US
generalised system of preferences.

This week, the commerce depart-
ment announced that it was reducing
the dumping duty to zero over the heat-
ed objections of QO Chemicals, and
that'all the duties paid b% Nlovo’'s US
importer, "New Jersey-based Har-
borchem, would be refunded.

Furfuryl alcohol is made from the
bagagse, or post-processing residue, of
sugar cane and is used to make resins
for the foundry industr%r.

Illovo is by far the largest supplier
to the US market, with exports to this
colintry last year valued at $4m, rep-
resenting more than 80% of US im-
ports. .

Illovo is still not yet in a position to
dispense with the services of the
Washington law firm, Fulbright & Ja-
worski, which it has had to retain to
fightits case, '
~Its pricing, both domestic and in the
US, will be subject to at least two more
annual reviews — and inevitable
grobests by QO Chemicals — but if the
epartment finds on both occasions, as

US drops antidumping
duty onIllovo péog%cts

it did after the latest review, that there
is no difference between INlovo’s home
and export prices, the proceedings will
be terminated.

Matthew Nolan, one of Illovo’s
Washington attorneys, said that “due
to vagaries of the process, once you are
in the net, the only way to get out is to
go through the annual reviews and get
three zercesin arow”. .

Although, as proprietary informa-
tion, the details of Illovo’s prices are
not set ouf in the public record, it is
clear QO Chemicals’ action did push
Illovo to adjust them down in SA as
well as up slightlyin the US.

In fact, the commerce department,
in its latest ruling, rejected an argu-
ment by QO Chemicals that Illovo had
cheated by lowering its domestic
prices.

An important issue the department
had to decide was whether Illove’s ex-
port price was what Hlovo charged im-
porter Harborchem, or the marked-up
price Harborchem charged US cus-
tomers. The answer depended on the
degree to which Harborchem was af-
filiated with Illovo.

“We prevailed on that,” said Nolan.,
“There i3 no common ownership, but
because of the close nature of the re-
lationship, we established they work
together for the purpose of selling.”

This is the second US antidumping
suit against SA exporters which Ful-
bright & Jaworski h:.s successfully de-
fended in recent years. L

Last year, in another case defended
by the firm, the “JS International
Trade Commission killed dutieg im-
posed on SA manufacturers of steel
pipe by finding that imports of the
product neither harmed nor threat-
ened to harm US industry.
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Fernando Lirma

MAPUTO — Government and a Mauritian
business consortium, Société Marromeu,
are planming a joint venture aimed at
reviving the heart of Mozambique’s sugar
industry.

The venture will involve reviving a sugar
. complex — established by British company
Sena Sugar Estates but taken over by gov-
ernment —which spans two processing fac-
tories and plantations in the towns of Mar-
romeu and Luabo on the banks of the Zam-
bezi River. The towns are close to one
another but lie on opposite sides of the river
in the central provinces of Sofala and Zam-
bezia, respectively.

The two factories, which are in the cen-
tre of territory dominated by the opposition
Renamo party, were destroyed during the
war along with the Senz railway line which
used to channel the sugar to the port of
Beira.

Marromeu and Luaho used to provide
half of Mozambique’s sugar production.

Talks were held between government
and the consortium in Maputo last week,
and will resume on December 15 to iron out
additional issues,

Société  Marromeu  representative
Thierry Lagesse said he was optimistic
about the project although major issues had
still to be negotiated. His consortium want-
ed a clear commitment from the Mozambi-
can government that it would de-mine the
area, improve communication facilities and
road and rail routes and allow tax exemnp-

to revive s ga
Od ab | 1T9F

tions for the project,

Arnaldo Ribeiro, head of the parastatal
Sugar Institute of Mozambique, which is
focusing on the industry’s development,
said the Mauritian consortium was ready to
invest $70m for the first phase to rehabil-
itate the works at Marromeu, which no
longer function, This would include re-
habilitating the industrial site and sugar
irrigation networks, as well as re-establish-
ing cattle and copra (coconut) farming in
the area. According to a feasibility study,
Marromeu would be able to produce
115 000 tons of sugar a year in eight years’
time.

Luabo was technically rehabilitated in
the early 1980s by an SA comgany but was
immediately occupied and destroyed by
Renamo. The Mozambican Air Force also
inflicted damage in a bid to recapture the
town.

The economic revival of the Mar-
romeu/Luabo complex — which govern-
ment hopes will eventually provide 14 000
jobs — could also help government gain
more support in a region dominated by
Renamo.

The move is the latest attempt to revive
the sugar industry, which used to provide
Mozambique’s third most important export
commodity after cashew nuts and prawns.
Sugar plantations cover 52 800 hectares
and the industry used to be a major
employer, providing about 45 000 jobs in
the early 1970s.

At the industry’s peak in 1972, Mozam-
bique produced 326 000 tons of sugar, but

r 1ng@u%g¥£

with only two of the six factories in oper-
ation it is expected to produce about 30 000
tons this year.

One factory which is up and running is
Acucarira de Mafambisse, in the town of
Mafambisse in Sofala Province, whose
rehabilitation was initiated by the sugar
institute’s Ribeiro five years ago. About
$50m has been invested in the project, with
help from the African Development Bank,
and management was taken over by-SA’s
Tongaat-Hulett company last year, Govern-
ment intends to privatise the majority
stake in the company, giving Tongaat-
Hulett first option.

The other functioning factory is Acu-
careira de Xinavane, on the banks of the
Nkomati River. It produces 10 000 tons.
Production is expected to reach 47 5000
tons in the next three years. However,
about $49m is needed to rehabilitate the
factory and irrigation schemes.

Government owns 51% of the shares and
the Portuguese Grupo Espirito Santo com-
pany 49%. Government has already se-
cured $10,lm from the Kuwait govern-
ment’s development fund, and the parties
are negotiating for loans from the" oil
producing countries’ Opec Fund, the Arab
Bank for African Economic Development
and Nedbank CGIC. s

Meanwhile, SA’s Illovo company has ac-
quired a majority stake in the sugar com-
plex at Maragra, near the Nkomati River,
where it expects to plant 2 000 hectares.*

The Buzi complex, also in Sofala, is'the
only unit not yet targeted for rehabilitation.
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 Joharinesburg — A cloud of un-
' certainty, hung oyer the fate of
- the Central Energy Fund (CEFY

bbard of directors yesterday as
_Periuell Maduna, the minerals
" and energy ministe, had still not
" indicated whether he would re-

tair br dissolve the board: *

S Tﬁgmipistex:hadbeenexpect-
. “ed b annonce whether he would
disiniss the board or renew its

- _term, which expired on Tuesday,
with the same members.
_ .t The i;t_z‘esﬂnine’t teportedly took
all of yésterday to deliberate on
Madumla’.s proposals about the
fate of {fhe CEF board. Mean-
while, individual members is-
sued conflicting versions of the
discussions.

One member said the board
had ceased operating with the ex-
piry of the term on Tuesday
while another said the board
members had been retained.

" Another said Don Mkhwa-
nazi, the CEF chairman, had
heen asked to stand down pend-
ing the investigation by Selby

Baqwa, the public protector, of al-
1egations that he had received
kickbacks from International
Advisory Services (IAS) and that
another member had been sec-
onded to act in the interim.
However, none of these ver-
sions could be confirmed by the
minister’s office before going to

58,
Thé poard had come under

the spotlight after an internal in-
vestigation headed by Dick
Bakker had recommended that it
should be dissolved because it
‘had failed to regulate the opera-
tions of the CEF effectively.
The investigation biamed the
-board for the award of -a RS mil-
lion contract to IAS to advise on
the restructuring of the CEF,
which it found to have been in
breach of CEF procedures.
However, both the minisfer
and CEF attorney had rejected
the findings of the investigation

for being a “miscarriage of jus-
tice” because theyywere partial
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WORK EXPERIENCE
"COMPANY: Caralew Functions
ORGANISATION: Catering
v HELD: Food and Beverage Supervisor
)N OF EMPLOYMENT:1 May 1997 — April 1998
CTIONS: Open and close food and beverage department
Order and receive food and beverage stock
Issue floats for tills and cash up restaurant and bar tills
Ensure that food and beverages are served promptly
Ensure that staff discipline is maintained
Assist in any food and beverage area as may be required from
time to time,
Respond to any other reasonable requests from the manager
F COMPANY: Tulip Inn
ORGANISATION: Hotel
N HELD: Trainee Manageress
N OF EMPLOYMENT:23 September 96 - 30 April 97
CTIONS: Hostess work (meeting, seating and welcoming guests)
Waitressing and setting up conference rooms
FOR LEAVING: Retrenchment
F COMPANY: The New Regency Hotel
"ORGANISATION: Hotel
N HELD: Night Auditor
DN OF EMPLOYMENT: 10 April 96 - 22 September 96
CTIONS: Reservations, manning the switchboard

Checking guests in and out (manual and Innsite computer
system)
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Incomplete 1rr1gatlcn scheme :

N‘"Scale sugarfarnlers meomam.
: soufh of Komatlpoort in Mpu-

‘malanga, may. lose their, farms .

becauise’ 4 government irriga-
tiom, scheme\ was neyer conl-
‘pleted;’

' Prcvmclal agncultural de.

partment spokesperson; Kevin .
Pillay:explained yesterday that
the departnient was unabie to
-'complete fhe multimillion Nko-
mazi irrigation scheme because
of budget cuts.

“But we are currenﬂy nego—
tlatlng with ﬁnanclalf institu-
tions 4nd other Stakeholders to
help the small farmers to get
funds to buy irrigation infra-
structure and cohtinte - farm-
ing,”Pillay said.- -

He . said the- department
would raise the matier with the

tloﬁal department of agricul-

y and help secure Land Bank

e%gture

jans for thie :small farmers.
“These farmers should not lose .
their plantations, because stigar.

cane is.their sole source of in-
- come,” Pﬂ]ay exp]mned.

The sma]l scale sugal farm-
ers currently farm between 8 000
and,10 000ha and produce an es-
‘umated turnover of R10000 on
one hectare, earning a:profit of
abouit-R5 000 per hectare.

The'developers of -the small-

scale farmers, Lowveld Corpo-
rativé Investments, have cited
the project as an example of the
moast successful RDP delivery
- venture in the country. K

The completion of ‘the: irri-
gation scheme was expected to

create a total of about8500jobs . . *

_in Nkomazi, where the popula-
tion of 350000 people depend on
-agriculiure for an income or as
- a source of food, - African Eye
News.Service

3
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Slowing engineering sector looks to sugar industry overhauls for rig

Mill ﬁ%mz. contr

m:..ﬁ« JONES
_A<<> ZULU NATAL EDITOR

{Durban — Rehabilitation at
% Africa’s sugar mills by South
i African companies, running into
i wﬁ.&.mmw of niiltions of rands,
3 “will have a crucial knock-on
m. effect for South Africa’s strug-
- gling engineering sector.
. Jimmy Tait, one of the part-
“'ners at JPE Fluid and Power
: Technology, which coliared a
. substantial contract to repair the
uoémw generation equipment for
" Tlavo’s Maragra Mill in Mozam-
,cEEw said Iast week that over-
* hauling mothballed sugar mills
. would open doors for engineering

o
[

er (02898

conmpanies seeing a major fall-off ﬁm refurbished two weeks ago.

in local contracts,

“Most companies are looking
to Africa,” Tait said.

Companies such as JPE have
the advantage of having worked
for a long time with the local
sugar industry, as.the refurbish-
ments are highly specialised.

Tait said that with production
at Maragra due to start in May
next year, rehabititation and
renovation were gathering
momentim. )

Major components from thz
run-down mill, which had
ground to a halt during the
Mozambican civilswar, had been
brought back to South Africa to

Don MacLeod, Movo's manag-
ing director, said produetion
from the Maragra mill in Mozam-
bique, Move’s first cross-horder
investment, would peak at 60 000
tons by 2002. Nlovo had commit-

ted R120 million to the project.

Other cross-horder projects
which Ilovo planned for the next
five years included R100 million
worth of expansions in Swazi-
land, where milling capacity will
be increased by 23 percent, up-
grades at both the Sucoma and
Dwangwa mills in Malawi and
work at Tllovo’s latest investment
in Tanzania.

MacLeod .said Illovo was

acts. ‘cr :.Qm_m

UGnRR -

particularly excited about its
prospecis in Malawi, one of the
world’s best cane growing areas,
Overall production is expected to
grow by around 50 percent with-
in four years.

General ﬂ%munnmﬁcw had
begun with the investment of
R20 million in mill expansions
and warehousing upgrades. llovo
would probably invest five times
that in the next three years, with
board approval, MacLeod said,

He said lilovo had completed
this year’s initial off-erop adjust-
ments with Iongerterm plans to
rehabilitate both factories and
cane lands at a cost of several
hundred million rands.
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“ Suriday Times. Business ’I‘imLs T
v.0 .. February 22 1998 ;

“in the venture, Ward:says: Up to'40% of the'100 000
-tons produced will be:exported: i, i viid Lt .
", “We.will have an oversupply of sugar in SAand

{-can produce:in the’Eastern Cape:?, *
" semi-aridFastern Cape region. Cane sugar is-grown;
! slonig the coast of KwaZulu-Natal: SA’s-cane suga

|+~ Many.farmers.are said,to'be enthusiastic abou
| theproject.-“This is” a godsend.: It/is: what:we'y

nalways: been ‘asking-for,” says' Louis- Copeman, ‘a;

$SORTIUM of Gerinan ant+SA mnves! ML :
‘begin building a R420-million sugar beet mill near .
Cradock, Eastern'Cape, in June.” = ' "t
* JOnce the mill; SA's first; is fully ori Tine in 2000, it

is'expected to produce over 100,000 tons of sugar

‘ayear, says George Ward, mahaging director of the

'Hold 3% in the mill. - - 4"
"The project will be funi
investors; who will hold-a 53% stake. )
. “Oncea due diligerice check has been performed
by the investors and financial houses, the green

.| 'East Cape Agricultural Co-operative. The co-op will

ded mainly by Gertnan -

f

: buttorn will'bé pressed in May,” Ward says:z
- -The two German investors, Nord, Zucker und:

‘Kleinwarizelbener Saatzucht, and ACE Agraf, Con- -

| 'sulting, will bring the plant fronGermany,

Sugar beetwill be planted within.a 150 km radius.
from the plant, starting in 1999." A total of 1300 .

_emerging and commercial farmers will participaté ,

J 4

‘we-are quité confident that we'can ‘export what we:

Ward says sugar; beet is-an idedl crop forL th )

crop for 1997 is éstimated at 2.41.million tons.:

local farmer, —Reuters .
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Durban — A R412 million sugar beet pro-
ject in the Eastern Cape would be finalised
by May, said George Ward, the Eastern Cape
Agricultural Co-operative's chief executive,

The sugar produced would be of equal
quality to that produced by cane farmers
and would probably be used by the Eas-
tern Cape and KwaZulu Natal beverage in-
dustries, said Ward. About a third of the
region’s output could be exported.

A processing factory would be moved
from Germany by a German consortium
which planned to invest in the project,
Ward said. The factory, to be reconstruct-
ed at Cookhouse to process sugar beet
grown by emerging and commercial farm-
ers, would be technologically advanced.
Negotiations with financial institutions
were “at a delicate stage”, said Ward.

Of the R412 million needed, R96,4 mil-
lion was already in place and the balance
would ,be jointly sourced by the
co-operative and the German consortium,
with finance from Europe comprising

ag

52 percent of the equity and the balance in
the form of loans, mainly from local fi-
nancial institutions. “It'’s a cash crop, s¢
the financing of the farmers will be done
through the co-operative, which will take
on a great deal of the risk.”

Ward said that economic and agrino-
mic decisions had been made, while prac-
tical issues, including a shareholders’
agreement, had still to be finalised. The
co-operative would be a minor sharehold-
er in the operating company, and local
farmers would hold between 20 and 30 per-
cent. The German consortium would be
the major shareholder.

The plant would provide about 200 jobs
and have a socio-economic impact ot at
least 4 000 pecple. The beet project would
create satellite industries, including can-
ning and jam-making operations. There
would be spin-offs for the dairy industry
as the pulp, or bagasse, whlch remained
after extracting the sugar prov1ded ahigh-
grade stock feed, of Wh]ch there was a
shortage in the region.

Other by-products included yeast, alco-
hel, minor chemicals and molasses.
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’ ’60 Niovo Sugur siaﬂ‘ face rei;enchmenf ’

movo Sugar was negotiatmg the retreﬁchmént of about 66 -
employees in Germjston and Cape Tovsm following a doc1s1on fo .f
“close its warehouses and dwmbutlon operatlons in those areas,
Barry Stuart, the operations directot;, confirmed yesterday, -

: Studrt-said that followmg an internal mvest]gation into the.
v1ab111ty of Movo’s warehousmg and d1str1but1on operations, the
.-¢ompaiy, Had begun discussions w1th employees and undons. .

+" *Both warehouses have' stiffered .. -diminishing sugar .
throughput, largely as aresult of the deregulation of, the trans- | -
 port industry. This has-allowed customiers tp source their sugar
“needs directly from Durban at haghly competitive rates; . .. there; -
by bypassmg the warehouses * he said. — Sh zrley Jones, Durban
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SA sugar price ‘favours strong

| dom%ggﬁﬁa

DURBAN — Local market condi-
tigns had pushed the SA raw-sug-
1 price b,5% higher from Mon-
day, while the world price had de-
clined 7,5% in recent weeks
following the Asian market uncer-
tainiies, Illovo Sugar chairman
Robbie Williamsdaid yesterday.

“Later, SA Sugar Association
executive director Mike Mathews
said the world price fluctuated
continwously and the decline was
part of the long-term trend, while
the local price rose annually in
line with higher input costs.

The higher local price and
falling world é)rice meant industry
players would probably earn more
revenue from domestic sales and
less from exports this year com-
pared with last year, he said.

Williams said that Itlovo had
experienced favourable climatic
conditions for cane growth this
summer, yielding “promising”
crop prospects for the 1998/99
season.

Good rains had fallen in
Malawi, alleviating. earlier con-
cerns about Lake Malawi’s low
water level.

“This bodes well for group sug-
ar production and earlier fore-
casts of output exceeding 1,7-mil-
lion tons of sugar are still expected
tobe achieved,” Williams said.

He said the 1997/98 season was
a record for Illovo, although the fi-
nal production was slightly lower
than earlier estimates.

National production of 1,084-
million tons of sugar was 89 000
tons above 1996/97, but good sum-
mer rains had disrupted the cane
supply to the mills, meaning some
areas carried over cane to next
SEas0I.

Unseasonable wet weather in
Swagiland disrupted factory and
field operations and final produc-
tion was only 176000 tons.
Malawi produced 195000 tons
and Mauritius 78 000tons. £ ,,,

Williams said the downstream
furfural, furfuryl alcohol and
diacetyl operations performed
well and forecasts were marginal-
ly exceeded,

Factory expansions in Swazi-
land, Malawi and SA were expect-
ed to be commissioned in time for

les, lower 5
&0 S

Xports’
onlynext s§ason.

Williams said the reorganisa-
tion of Illovo’s interests in Mau-
ritius had been finalised after the
government’s December agree-
ment to waive various duties and
taxes usually due on the transfer
of immovable property between
companies.

ovo now holds 80% of Mon
Tresor and Mon Desert and con-
trols 100% of the agricultural op-
erations (four estates), 80% of the
sugar milling operations (three
mills) and 62% of the hotel
operations.
The listing of The Sugar Cor-
ﬁ)ration of Malawi (Sucoma) in
ovember last year had created
2 952 new investors in the Malawi
sugar business.
.=, {Hpvd nowowns a 56% share in
“the Dwangwa and Sucoma mills.
Williams said the Glendale
mill was closed after the crushin
season and all employees who ha
not taken retrenchment packages
were accommodated in other com-
pany mills in KwaZulu-Natal,
Glendale growers were offered

the new. season, .while_the final _long-term cane supply _agree-

commissioning for the Mauritian
povrer generation plant was due

ments for the Gledhow mill at no
further personal transport costs.
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SAproducers revive -
Mozambique’s. " -

"| "bé'supple

At tsg%@istry‘
@ GE caused 0 zambique’sl sugar

| induatry by a crippling 16-year. civil war is

b‘é_%ﬁg"reversed by two SA-based sugar pro-
duigérs involved in multimillion-dollar. pro-

| jects to rehabilitate estates and mills.

.Iovo Sugar and Tongaat-Hulett Sugar:

| are upgrading irrigated cane farms an

threes mills that eventually will produce
985 000 tons of sugar for Mozambique’s do-

| mestic market, company officials say. .

o+ Ton aat-Hulett, Sugar.MD Bruce Dun-
1op said his company was Wor. g tlosely
with the Mozambican. government. which
owned a mill near the coastal city of Beira~
and had a 51% interest in Kinavane mill,
' l%%lg/m iioithqut’of.Mal‘)zﬂo. Tongaat holds
a b stake. f i ' : '
“Tongaat hfc%e ()% rﬁkZijygr to ac- -
gidire a controlling stake in the Beira mill it

" | hagrheen managing for the past two years

gndproducing a yearly 25 000 tons of sugar.
T idThe mill was rebabilitated a while ago.

'\ 'We see it producing up to 85 000 tons of

" | ‘sugar once the estates have been builtup to
J,‘,cqapacity,”-»Dunlop said, adding.it would
|*fake aboutthree years. - ‘

4y He said the Yinavane mill and estates

ere undergoing a major revamp in two

‘¢l sphiages worth about:$70m to bring produe:, |
, %%iﬁ%ﬁﬁtb 140 000 tonisayear. & » 1

The: funding swould'icome:from Middle: -
Eagt investors through.the Mozambican
government, he gaid. - - .
> The present 1 800ha under cane would

mented by a project to réstore the
7 000ha that were farmed before the out-
break of civil war, Dunlopsaid. . .

/ The schemes to developthe sugar indus-
tryinthe war-ravaged country were getting
the full support of the Mozambican govern--
mient which had introduced a tariff regime
to protect the fledgling industry, hesaid.
AirMozambique, a net importer of sugar, ex-,

“["forted about 15 000 tons to the US as part

ofa preferential guota agreement, he said.
“TWHe said there were sugar mills further
nozth, but there was no plan to expand Ton-

‘ "“.g'a'i":at’s-_inte;:gs_,.ts in Mozambique. — Reuter. -

)




SA, Swaziland
81gn a truce to

e yor

H]RLEY Jonesi:

ar( m )’ m l ” l q g’\/AZULU NATAL EDITOR

urban—.The South African and, Swam sugar
mdustrles yesterday s1gned a truce, endmg a
feud that has lasted more than three years.

Although no details of the agreement were
disclosed,-a spokesman for the South Afrlcan
Sugar Association (Sasa) said the accord had
been scrutinised by both governments and in-
cluded a provision. for the export of surplus
sugar, Don Macleod, the chairman of Sasa,
signed the accord with Peter Hughes, the pres-
ident of the Swaziland Sugar Association:

MacLeod said in September last year after ‘
penultimate negotiations between the two
industries:that the new agreement would be
51gn1ﬁcantly different. from the -oné that. fall
away when-Swazi export sugar began to- leak

. into’ South Aftica, undermining the local in-

dustry ! Jealously guarded domestic market.
"The. resultmg battle. culminated in. Sasa
‘ barrmg the Swazi sugar mdustry from export
facilities at the Durbau port and trammg and
research facﬂ1t1es '
P Sasa sald the two governments had BHCOUT:
aged the mdustrles to settle theJ.r dxﬂ‘erences

Mount Edgecombe and the re- estabhsh-"-;f

merit of the Swazﬂand sugdi industry’s;lin
with-and contribition to the Research a‘nd
Experlment Station at Mount Edgecomb‘e ”
the Sasa spokesman said. 3

The agreement alse paves ‘the' way,;for
further South Afrlcan mvestment inthe SWam
sugar mdustry : D
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Sugar industries bury: -

surplu ék)o i katchéfg

Nicola Jen - D@}LJ ? /jg Fioa -
DURBAN — The gvam_l d and SA siigar
industries yesterday reached agreement
over. the ‘rights ‘to .export, sugar surplus,
bringing to an end a three-year dispute.: -
. Although' detailed terms of the agree-
. ment have not been disclosed, the two par-
. ties have undertaken to export sugar sur-
| plus to the region’s requirements., N
The -contents 'of the accord have been
scriitinised by both governments-and:the
agreement was signed by the Swaziland
. Sugar Association president Peter Hughes
| and S8A Sugar Association chairman Don
MacLeod on behalfof the two industries: "~
;' The problems’ arose.when Swaziland,
“whichbenefits from theSLomé agresment,
'began’ expoiting its 'surplus sugar produc-
tion' into SA Trather than overseas. This
meant SA was forced into dispesing of-its
own sugar production and the Swaziland
| surplus to the local  industry at wi-
favourable prices. . .
During the dispute, SA sugar playefs
- regularly called for each producing country -
‘within the SA. Development Community
(SADC) to take responsibility to sell at-the
lower. world. prices on the international
-market rdther tharn exporting within SADC
‘orthe SA Customs Union. = " * 34 -
‘MacLeod said. this agreement cleared
" the way for the restoration of the good re-
lations that previously existed between‘the
two industries, ‘including access ‘to tthe,
Sugar Milling Research Institute and util-
isation of the Industrial Training Centre-at
Mount Edgecombe.. . - Corah
| /. The'move algore-established the Swazi-
. land sugar industry’s link with and conitri-
- bution to the Research and Experiment sta-
tion at Moimnt Edgeconbe, whose varieties
constitute about 85% of sugar-cane growm
in Africa south of the equator. ot
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SUGAR Rationalisation and relocation are the 'watchword.é |

lﬁNew-lon Sasa is a Jeaner body
pumersons (T 112]1%

KwaZUll NATAL EDITOR

forward cover.

Financing the
carryover of un-
sold sugar at the
end of March 31 —
the date by which
growers had to be
paid out for the
season’s cane del-
W jveries — is anoth-
| er major issue.
{ Trikam said the
R900 million paid
§ for carryover sugar
would be signi-
d ficantly reduced
this year.

Of late, there
had been a crucial
shift in how fund-
ing was secured, he
said. Whereas Sasa
had relied on
%1 foreign banks in

fr ]
. % %%%% the past, financing
%&ﬁ : was now coming
X % 4 home, split 80 to 20
L %%% between local and
* | foreign institu-

Durban — Major' changes
within the South African Sugar
Association (Sasa) were a
proactwe response to future
changes in the sugar industry,
Trix Trikam, the association’s
newly appointed fmance direc-
tor, said last week. |

The changes include the
relocation to Durban of Sasa’s
London finance operation and
the redefinition of the post of
finance director.

Trikam said the rationali-
sation, which combined the
previously separai;e positions of
financial director and indusi-
rial affairs manager — who
administers the miller-grower
relationship which forms the
basis of the industry — was
based on logical synergies.

He said a broad agreement
existed within;which finer
details had'to be negotlated. I-Ie
noted the partne;s represented
very different d1s"c1p11nes which | et ¥ ¢l tions, he said.
could not survivp Without each. ol ? The return of

other. oo o T WEH. SITUATED Trix Trikam, thenew ~ Sasa’s  finance

Trikam.s 1di twas. ] loglcal s ) function.to Durban
that fu?erﬁ“m%’&%%assueﬁﬁsﬁ fm%?gﬁfﬁg;éiﬁ%ﬁﬁ mf:;ikgw ek Was baséd on two
as the division, of pmceeds from "} ) facts, Trikam said:
sugar exports. betWeen mﬂers hL : firstly, greater
and growers, should be amal w prlmarlly‘US do]lar denommat- financing was coming from
gamated with' the management Y ed. Trikam said risk, which local banks, and, secondly,
of the agreemeﬁt.f LI " hinged - on the rand-dollar international banks were now

Export sales worth about ; exchange rate, ‘had to be adequately represented in
$270 mﬂlmn §h1§ ye i ‘ ninanaged through hedging and South Africa.
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ILLOVO SUGARC) e e e
. 3 %CTHR -+ stantial weight to the balance sheet,
enabling Kilombero to access sofi de-

- ' ’
Ta“zanla S @ - velopmental-type loans. -

. While the group remains tight—lip[ied
sweeten r - zarwns s, ~ew@bOUL the price paid for the underper-
30 3 / 78 -, forming Tanzanian operation — curent

Hlovo Sugar’s sweet romance with the  production is about 30000 t/year —
rest of Affica’ continues. The group has  other comparative deals in Africa sug-
been nominated as the preferred bidder ~ gest that a sub-US$30m price tag would
for a controlling interest in the Tan- - probably have been considered fair,
zanian State-owned Kilombero Sugdr ' “even in the face of stiff intemational
Company, which has a projected pro- - competition. * Ly
duction capacity of 100 000 t/year. - "~ i In terms of the bid Hlovo will hold 55%
Though the acquisition — still subject ~’of the company,. one of the three Tan-
to the final negotiation of a sale agree-" *-zanian. sugar -operations identified for
ment — is expected to have a:neutral ;privatisation -fout' of four .total), with
short-term impact on Iliovo, it could . :-partner ED & F Man Sugar acquiring a
begin generating profits after year three.  =+20% stake, and the balance of 25% being
One concern is whether the deal will ‘-retained by the Tanzaniah government
add to the debt burden built up as a. “for a- public-flotation. The assets ac-
result of last year's R1,6bn acquisition of,_-tuired: essentially: comprise two facto-
Lonrho's Africin sugar interests. i ek ries and sugar estates 375 km southwest
The word, however, is that the-‘deal ”5of Dar es'Salaam.> ks e s,

R

will ave minimal impact on gearing. AlZZ&4 The..programine-of- bringing the fac-

it

finance mechanism has been structured . tories up to capacity to be capex intensive

that will not actually run through to *“should be:achieved through de-bottle-
Miovo. Iltove and its London-based part- ¥, necking and improved maintenance dur-

ner ED & F Man Sugar will lend: sub- ing the off-crop.season. i Herb Payue
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SUGAR INDUSTRY
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Slugging it out m

SHIRLEY JONES

ors, Tongaat-Hulett Sugar (THS)

and Illovo, are very aware that
delivery of above-average returns to
shareholders hinges on the acquisition
of significant chunks of Africa’s low-
cost gugar industry.

With an eye on access to preferen-
tlal trade agreements, both are seeking
regional acquisitions.

While access to trading benefits of
the Lomé Convention through Swazi-
land and preferential US quotas
through Mozambique could prove pass-

* ports to profit, these two sugar glants
have secure hases within the local
sugar industry to fall back on.

South Africa’s sugar industry
dwarfs that of its neighbours and is
expected to produce around 2,6 mitlion
tons of sugar during the 1997.98 sea-
gon, offsetting the risk of unbundling
and rehabilitating sorely negiected
sugar assets.

Bruce Dunlop, the managing direc-
tor of THS, said that hecause the com-
pany had expanded into Mozambique
and Zimbabwe, production would rise
from 1,3 millton tons to a reglonal target
of 1,8 million tons in the medium term.

This matches 1llovo’s 2 million ton
target, which Don MacLeod, its chief
executive, believes it will better within
three and a half years.

However, industry commentators
belfeve while Illovo consolidates its
R1,6 billion acquisition of Lonrho
Sugar; which transformed the company
into the reglon’s largest sugar produe-
er, THS could provide some surprises.

With the backing of the Tongaat-
Hulett group, THS has opportunities to
catch up to Ilovo’s regional lead. With
the acquisition of Xinavane, it now has
a foot firmly in Mozambique's door and
is likely to achieve meaningful volumes.

Although just 30 000 tons of sugar
was being produced in Mozambique at

South Africa’s major sugar produc.

present, Dunlop said the eountry had
the potential to produce more than
370000 tons a year.

The three mills in the middle seuth
— Xinavane, Mafambisse and Ilovo's
Maragra mi! — could produce 285 000
tons a year. THS's output would be some
225 000 tons and Hlovo's 60 000 tons.

Illovo was the first to invest in
Mozambique via its 50 percent share in
Maragra Sngar. MacLeod said the reha-
bilitation of the Maragra mill was
under way and cane had been planted,

Maragra would begin production
next year and would reach 60 000 tons
by the year 2000. Aithough this was suf-
ficlent for the country’s needs, Mozam-
bigque would soon begin exporting
sugar, MacLeod said.

THS has moved beyond its manage-
ment contract at the Mafambisse mill
Just outside Beira to a major invest.
ment in Xinavane, 120 km from
Maputo.

“It made sense to test the waters on
a low-risk management basis. We're
confident with Mozambique potitically

A

Tica’s ¢
or /éx

and in terms of its economic pros-
pects,” Dunlop explained.

However, Mafamnbisse, with the po-
tential to produce 85 000 tons of sugar,
was far more than an experiment, THS
has an option to acquire the controlling
interest from the Mozambique govern-
ment before its three-year management
contract expires in December 1998,

Dunlop sald an agreement with the
Mozambican government before THS
took over management in 1996 put paid
to haggling over a price and also en-
sured THS would not buy the value it
had created,

Although THS was ltkely to exer-
cise its option, Dunlop said some
housekeeping needed to be done and
changes negotiated with Mozambican
authorities.

“We will concentrate on bringing
these two mills to fruition. One can put
in good management and focus else-
where on continuting the growth cycle.”

It is clear that neither THS nor Hlo-
vo would do its African shopping indis-
criminately. Both compantes have

f;ldS

stee clear of the two sugar mills in
the north of Mozambique. Dunlop said
although Luabo and Marumeo could be
rehabilltated, the surrounding infra-
structure was so run down that it
would be seven to 10 years before mean-
ingful upgrades could begin, at an esti-
mated cost of $140 million.

However, caution wili net deter the

. South African sugar giants' African

safarls.

THS sugar is well on its way to a
further acquisition and will probably
not only consolidate itg predominant
position within Mozambique and Zim-

. babwe, 8ADC's strategic sugar produc-

ers, but look to greenfields profects in

" countries such as Malawi.

It could also forge ever closer ties
with Britain's Tate & Lyls, with whom
it submitted a joint bid for Lonrho. it
has joint venture packing interests in
Namibia and Botswana and ED&F
Mann, with whom it has an agreement
for marketing certain sugars in south.
ern Africa.

THS would like to see the Huletts
brand spread through Mozambique,
Zimbabwe, Namibia and Botswana. ]
would like to see it become a household
name in the broader SADC region,”
satd Dunlop.

Illovo, on the other hand, is unlikely
to expand aggressively in Mozambique,
MacLeod said immediate growth
prospects in Mozambique were proba-
bly less than those in South Africa.

Instead, Illovo would concentrate
on expanding existing mills and cane
supplies at home, and in Swaziland,
Malawl and Tanzania — where it re-
cently announced a 55 percent equity
parimership in Kilombero Sugar, also
with ED&F Mann.

MacLeod said IHlovo would not
actively pursue acquisitions in new
territories, but would also not turn its
back on privatisation deals in coun-
trtes such as Kenya, where it had
already helped rehabilitate a mill.

J




umber: 85/07140/06

i oo g

-

L s AT TNEL SR [ S 23

4

COMPANY N EWS

Cedric Savage, the chief execy.

" tive of Tongaat Hulett refitong 1

disclose the substantial sum in-
volved for fear of disrupting

- | ‘negotiations for the purchase of a

second sugar estate within the

Southern African Customs Union,

He announced yesterday that
THS had bought a stake in
Sociedada De Assistencia a e

*

@._.xsx

over management control of )
Xinavane at the end of this
menth and would rehabilitate
and expand the company to pro-
nnnm:ﬁoxccecS:mowm:mm_.m
Year from 13 000 hectares of cane, .
Bruce Dunlop, the managing
direcior of THS, said Xinavane
had the potential to become one
of the lowest-cost sugar produc-

Tongaat-ylett clinches control &
JAEN[18 CSmerr

SHIREEY Jones Indus
: KWAZULU NATALEDITOR , banking group which held 49 per- investment will also become an
, ' . cent of the Xinavane sugar mil} - important contributor to group .
' |+ Durban — Tongaat-Hulett Sugar’  and estates, 130km northwest of . profits,” he said, :
't (THS) has acquired a controlling Maputo, Dunlop said the first phase of |
interest in Xinavane, Mozam: _ The Mozambique govern- the Xinavane redevelopment
bique’s oldest sugar company, in  ment, which holds 51 percent of  woulll see the replacement of the
a deal funded by Middle East in. Xinavane, has granted THS an mill’s plant, which dated back to
vesiment agencies by a soft loan option on a further 11 percent. 1913. The estate’s 2500 hectares
to the Maputb government. Savage said THS would take of cane would be increaseq to

achieve an annual erush of
about 600 000 tons,

The second phase would see
the development of afarther 6000
hectares of virgin canelands
which the Mozambican govern-
ment had made available to create
opportunities for small growers.

03 Sugar indusiry, Page 2
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Dunlop of Tongaat-Hulett
Sugar PHOTC): BARRY TUCK
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TOIlgaat-Hu]eﬁ get"
Swaziland foothold |

()W

RAWN“MAHAW

31{ @’léngaat }{uﬁ gugar,

the sugar, company, had acquired
Tambankulu the largest indepen-
"dent sugar estate in ‘Swaziland,
with effect ‘from March 31, Bruce
Dunlop, the managmg d1rector

of the aequlsltmn ot

Dunlop said the méve mto the
Swazi sugar industry was a sig-
nificant expansmn of the compa-
ny’s investment base in the

' Southern African Development
Commumty {SADC).

The acqulsltlon would enahle
the company to broaden its con-
tribtition to the SADC sugar sec-
toy ahd protrlde a base fo or it'to
parficipate'in the Swazi 'sugar °
industry, he said.

The acquisition’ comes after
the reeent signing of a truce be-
tween ‘the South African 'and
Swaz1 sugar industries, which
ended a feud lasting for more
than three years. The truce paved
the way for farther South African
mvestment in the Swazi industry

‘ Dunlop said 'the move into
' hlgher-yleldmg, low-cost irrigat-
ed ateas was part of a strategic
d1ver51ﬁcat10n to decrease Ton-
gaat's exposure to dry jand farm-

ing ahd toenhance 1ts geographlc
profile. Ll

In addition, the Swazi sugar
industry had limited exposure to -
the world market as almost its
entire production was sold with-
in the Southern African Cugioms .
Union and the European Umon,
in terms of the Lomé Conven- '
tion. As a result, sucrose pr1ces
were high. .

“We have great eonﬁdence in-
the future of the sugar ihdustty
in the SADC, and Swaziland is an
important sugar player in the
SADC community,” Dunlop said.

Tambankulu has 3 123 hec-
tares under sugar cane and 540

hectares undef citrus. Its cane |
yiélds average 110 tons a hectare,

" This ranked with vields achieved
‘at the group’s Ziinbabwean sugar

investments, Dunlop said.
In' addition, Dunlop gaid the
company intended to increase
sugar production from the estate.
Tambankulu produces 362 000
tons of cane a year — equal to
about 44 000 tons of raw sugar —

10 percent of the tofal output of

the Swazi sugar indusiry.

Steven Saunders, the chair-
man of Tongaat-Hulett Sugar, said
the earnmgs base in Tambankulu
would make a meaningful finan-
cial contribution to the group.
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THE purchase of two sugar operations
in southern Africa is part of the Ton-
gaat-Hulett Group’s strategy to drive
deeper into the low-cost producing re-
gion, the group says.

D Cedric Savage said the recent
forays into Mozam ique and Swazi-
land, which he said would begin to add
to the group’s bottom line next year,
Were a precursor to more purchases.

“The trend is to increase our influ-
ence in southern Africa for sugar, We
are looking for opportunities and we
are slowly exercising them,” he said.

Tongaat, one of the region’s two
biggest sugar firms, last month bought
a controlling stake in the Xinavane
sugar mill and estates in Mozambique.
It plans to jack up production there to
140 000 tons of sugar ayear,

This week the KwaZulu-Natal-
based firm, which also has starch, tex-
tile and property businesses, said that
it bought Swaziland’s biggest indepen-
dent sugar estate, Tambankulu, which
ﬁoduces 10% or 362 000 tons of the

ingdom’s output.

Since the announcement of the
deals, which also included the gale of
poorer performing food unit CPC, Ton-
gaat’s share price has risen more than
20%. It closed 1,23% higher at R57,60
yesterday.,

Savage said that the recent pur-

oS 10

s B e B TR,

gv-cost route

chases would be paid for from internal
funds. At group level, the profit con-
tribution from the new operations
would in the first year be offset by the
interest forfeited on the cash paid out,
“The profit contributions after in-
terest will start increasing in a years
time,” he said. .
Savage said Tongaat, which will ex-
port most of the sugar from its regional
mterests, was also expanding aggres-
sively in neighbouring Zimbabhwe, = -
Mozambique, Zimbabwe and
Swaziland are in the top 10% of the
lowest-cost producers in the world, In
effect they are bringing down our ay-
erage costs. We would expand only in
countries which can sustain their low-
cost status,” he said. i
Robust  yields, relatively chealip
labour and an abundant supply of wa-
ter in the case of Swaziland have
helped to keep a lid on regional prp-
duction coats. .
SA is expecting 2 record 2,5-million
fon sugar crop in the 1998/99 5aS0f,
Milling of the new crop, 40% of whioh
will be exported, starts next month and
runs until December, f
“We will see the benefits in our
1998/99 financial year,” Savage said. -
Tongaat is due to report results for
the year to March 31 late in May. —
Reuter. .
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rica's largest sugar company, saw
headline.earnings rise 88 percent
to R124,9 million (R66,57 million),
fhe higher number of shares in
issue resulted ina mere 3 percent
increase in headline earnings a
share to 43¢ from 41,7c for the six’
inonths to March 31.1898.....
g Tilovo last. week declared an
interim dividend of 15¢,3 percent
-up on the-14,5¢ for the compara- -
Jble period last year, which was in .
line with analysts: expectations. .

. The; resulis showed startling
‘increases ifi sales and profits, .
‘stemming from the purchase of
:L_onhro’s ‘African sugar interests
duxjingsthe‘second"ha]f of 1997,
butt there was lttle-benefit for. .
shareholders in the’ short. term.
The additions jcontﬂbtite‘d 50 per:
cent of s total operating profit. «

Turhover:increased by, 77 per:
cent to R1,7 billion (R974 million);
operating profit by 195 percent to
R302,9 million (R102,6 million); .

*and pratax profiis by 168 percént
to R247,4 million (R92,2 million).

Net profits surged 93 percent from
R68.7 million to R132,8 million.

.. Group sugar production for
the 1997-08 season totalled
11,58 million tons, thanks to
record production from South
Africa, but slightly lower than
expected putput from Malawi,
Swaziland and Mauritins.

1 Cash generation from opera-
'tions was strong at R562 million
(R417 million), while profits from
Tovo's downstream operations
‘ihcreased by 22 percent.

With a record sugar crop ex-
pected for the 199899 season, Don

MacLeod, Illovo’s .managing
director, said the group had
decided to accelerate expansion (
projects)atUbombo in Swaziland,
Sucoma in Malawi amd Umfolozl
in KwaZulu Natal. ¥

This had an adverse effect on
borrowings, and net financing
costs rocketed from R12,118 mil-
lon to R63,115 million. Gearing is
now 49,9 percent as opposed to
18,7 percent last year. :

MacLeod said though in-
crgased factory capacity was
costly, continued expansion was
necessary for long-term growth.

Additional expansion projects
expected to begin to contribute to
the bottom line are the 20 percent
capacity expansion at the Mere-
bank alcohol plant and the power-
generation plant in Mauritius,
due to be commissioned in July.

Nevertheless, performance '

during the second half is expect-
ed to mirror the first six months.
Shareholders could gamble on a
recovery, with preferential trade
deals such as Lomé in Swagziland
acting as a safety net.
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lovo and Tongaat-Hulett offer technical expertise to southern African industries

SHIRLEY JONES
KWAZUIU NATAL EDITOR

Durban’— Illovo and Tongaat-
ulett Sugar (THS), South Africa’s
' sugar kingpins, were playing a
Red Cross role in rehabilitating
crippled sugar industries in
Mozambique, Tanzania and
Kenya. Over and above their
technical expertise, their in-
volvement reassured
international aid agencies will-
ing to finance these rescue oper-
ations. However, their involve-
ment in Swaziland was
completely different.

Bruce Duntop, THS's manag-
ing director, said last week that
unlike the Southern African
Development Community’s
(SADC) re-emerging sugar in-
dustries, the Swazi sugar sector
was profitable and efficient. It
needed the South Africans on a
comptletely different level,

He said the local industry,
and THS in particular, was not
arrogant and would not even
attempt to teach the Swazi’s how
to run a sugar industry which
was already the tiny, landlocked
kingdom's economic mainstay,
its highest foreign exchange

For THS, which was gradual”
ly unravelling an intricate
SADC strategy and wanted to be
seen as an SADC rather than a
South African company, Swazi-
land was a logical next step after
Botswana, Namibia, Triangle
Sugar in Zimbabwe and Xina-
vane in Mozambique, he said.

Tambankulu, the estate
which THS purchased in April
this year, illustrated the calibre
~ of possible investment. Peter
Hughes, Tambankulu’s manag-
ing director, described it as a
world-class enterprise within the
Third World.

It offered some of the best

Regional suga

earner and major employer. .,

areqs to grow sugar, said Bruce Dunlop, the managing director of Tongaat-Hulett

soils, was strategically posi-

tioned relative to water and
. Swaziland’s sugar mills and was
sitnated in one of the world’s
lowest-cost sugar-producing
areas.

“The Swazi sugar industry
is in a growth phase,” Hughes,
also president of the Swazi
Sugar Association, pointed out,
suggesting THS had much to
offer when it came to market-
ing Swaziland's future sugar
production.

Dunlop, too, believes THS's
distribution and marketing ex-
pertise should not be over-
locked.

“We have the strongest sugar
brand in the customs union. We
have skills which can be con-
structively employed by the

Swazi sugar industry if it wants
them,” he said.

Dunlop said the agreement
signed between the feuding
Swazi and South African sugar
industries in March had little
influence on the Tambankulu
deal. It would have gone atiead
without the agreement, which
healed the three-year rift. The
two industries were already op-
erating on friendly terms by
mid-1897.

The Tambankulu acquisi-
tion also signalled the begin-
nings of a change of mindset for
the Swazi industry. Hughes said
Tambankulu had become too big
to run as a family business and
there was a real danger of a loss
of vision.

The estate had to be part of a

PHOTO BARRY TUCK

broader development strategy,
steered by sophisticated top-end
management. .
“We buy into the concept of
SADC, which builds up the in-
dustry in this region,” he said,
adding that Tambankulu would
not only act as a base for THS to
grow its interests in nearby
Mozambique, but establish itself
in Swagziland on the basis of the
development of the lower Usutu
basin and the Maguga dam.,
Both would unlock signifi-
cant tracts of land for agricul-
ture through irrigation.
Although much of this land
would go to small and medium-
scale growers, THS had fine-
tuned extension services in
South Africa and wonld look to
parinerships, Dunlop said.




Excellent
‘Season for .
| 'SA shgar

N:colé Je&ylo )‘
pro-

duced &, record 2,4-mil-
lion-tons of sugar in the
1997/98 season - after
beneﬁtmg froma h1gher—
than—average ! cane-fo-
sugar ratio, although it
, did  not;, beat .the - cane..
- crushmg, récords . of
1984/85, Sugar Mll]mg
Research ‘Institute diréc-
tor, Raoul- Lionnet. sald
yesterday .

: He told the allnual SA
Sugar Technologists’ As-
sociation the 9,15 ‘tane--
to-sugar ratio was slight-
1y better than the long-
| term average. Although
‘the 'tonnage of “cane
¢rushed was 200810 |
tons below the record,
the industry expenenced '
an excellent season. % |

UK-based Landell'
| Mills director James Fry .

said in terms of cost com-

petitiveness, SA scored

against Brazil, but had

lost cost competmveness

against.* .its ' ‘southern. |

‘African” ne~1ghbour3S and
t
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Durban — Tongaat-Hulett, the
diversified food and industrial
holdings group, increased head-
line earnings by 21,1 percent to
R545 million (R450 millicn) for
the year to the end of March, the
company said yesterday, Head-
line earnings a share increased
by 18,6 percent to 560,1c (472,3c).
Cedric Savage, the group

managing director, said the -

group had performed well across
the board.Contributions from the
sugar, aluminium and starch and
glucose divisions were most note-
worthy. Disappoiniment, howev-
er, came from Tongaat-Hulett’s
textiles division which ran foul of
dumping of imported textiles
and clothing into the South
African market.

Overall turnover increasedby

6,5 percent to R4,6 billien (R4,1
billion). Profits before tax and ex-
ceptional items climbed by 20,2
percent to R770,2 million from
R641 million. Total net earnings
were R586,34 million (R547,43 mil-
lion} or 605,7c a share (574,6¢).

x Tongaat spoons up 21%
CT (R ) Al ‘fz

A GOOD CUPPA Cedric
Savage, the group managing
director of Tongaat-Hulett

Tongaat-Hulett declared a
207¢ a share dividend, up 18,3 per-
cent on the previous year’s 175¢.
It has again offered a’capitalisa-
tion award.

Savage said Tongaat-Hulett
would achieve real growth in
earnings for the current finan-

cial year. “We are investing pur-
posefully and strongly in the
sugar, starch and glucose and alu-
minium divisions,” he said.

The sugar division would con-
tinue to pursue its regional
expansion strategy through con-
solidation of recently acquired
interests in Mozambique and
Swaziland.

Savage said that Hulett Alu-
minium, in which the group has
a 50 percent stake, had achieved
record sales, increasing its con-
tribution to group profits by 10,1
pereent. The R2,4 billion rolled
products project was on schedule
for completion next year and was
on budget with R1,9 billion
already committed.

Savage said the starch and
glucose division had achieved a
marginal increase in profits
within a difficult trading envi-
ronment. Exports sales were up
by 18 percent.

The property division’s con-
tribution to the group’s bottom
line was up by 16,2 percent while
the building materials division
increased its coniribution to
group earnings by 17,8 percent.
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COMPANY NEWS

Expansion project will make the Komati Mill one of South Africa’s biggest and create about 4 000 jobs

+» SHIRLEY JONES

Durban — Transvaal Sugar

the HL&H stable, yesterday kick-
started its R400 million Komati
., Mill expansion with the signing of
-+a R132 million contract with Mur-
:ray & Roberts, the main contrac-
tor, the company said yesterday.
HI1.&H has -diversified inter-
ests in the food industry. Murray
‘& Roberts is the listed construc-
. tion company. A TSB spokesman
- said fhe first phase of the expan-

+(TSB), the sugar company within -

sion, worth R252 million, would
be commissioned by April next
year. It was aimed at increasing
the Komati mill's capacity from
its present 1,4 million tons of
suigar a year to 2,2 million tons at
the end of phase 1, and.2,8 mil-
lion tons a year at the close of the
second phase.

This would make the Komati
mill one of the biggest in the

M&R, Transvaal msmﬁ

country. Commercial and smalt .

grower developments would run
parallel to the mmcmbmﬂod 8 cre-
ate cane supplies.

. effect in H.mm.hoﬁmp Emﬂmmndng& _

]
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Canefields were mw.mm% being
developed, and further develop-
ment would take place to meet
the needs for the second phase.

This would take place ata cost
of Ri2000 a hectare. Ten thou-
sand hectares would be devel-
oped for each phase, bringing the
total agricultural development
cost to a further R24 million.

About 4 000 jobs would be cre-
ated during phase I, and 3000 as a
result of phase 2, with a knock-on

Q@oﬂowﬁmﬂw w
T . N

(NG, er(pm)
The expansion was alst mo

vated by the fact that Mpumalan-
ga was one of the only regions in
South Africa where sugar grow-
ing expansion could still take
place, the spokesman said.

The Komati Mill develop-
ment, and an R85 million up-
grade at the TSB Malelame Mill,
would ultimately give the compa-
ny sufficient capacity to process
al]l the sugar which could be
grown in the region. Those pro-
_jects were being financed by a
+z comibination om. mrmwmwoamu B

iz J*mu ' Hat

r in sweet deal

[} Ja8

uity, and loans from South Afri-
can financial institutions which
were being finalised, he said.

“The signing of the contract
was an important occasion for
Murray and Roberts,” said chief
executive Malcolm McCulloch.

.-He said this was the first con-
E,mﬁ for a unit created to
specialise in sugar E&Hmﬂe ex-
pansions, both here and interna-
tionally. He said the company
would @ﬁmﬁm projects elsewhere
in Africa, in the g&&m East, and
monmuommﬁ Asia, L -

o N _w iy .\x.
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Durban — The South Afrlcan.'
sugar industry would notbe ablé

to. keep domestic price increases
below inflation over the long haul
in the absence of much-needed
productivity improvements,
Bruce Dunlop, the chairman of
the Sugar Millers’ Association,
said yesterday.

He said that while the sugar
pr1ce had beomeranged from
5 percent to 7,2 percent and back
to 5 percent over the last three
years — which demonstrated the
1ndustry S commltment to
1mprov1ng competitiveness and
ensurmg that domestic sugar
remained affordable — sugar had
faced challenges.

- Although production for the
upcoming season was estimated
at:a record of over 2,7 million
tons, the world price was weak,
caught in the downward pressure
on y world commodity prices.

 One mitigating factor was the

‘ 'deterloratmn of the rand against

the dollar, which improved the
cost pmﬁle in dollar terms, Pun-
lop said.

“However,” he added, “one
has to appreciate that many of

-our international competitors’

uct1v1
2% [b]48-- ty

«curlnmes have also weakened
‘sibstantially against the- dollar
- . - Thailand and Australia, to
‘mention just two. It remains to be

seen whether our competitive-
ness improves once the currency
market settles down.”

The sugar sector needed to
lower real production costs by at
least 1,5 percent a year to match
the 45-t0-50-year average real rate
of decrease in the price of sugar

_on world markets, Dunlop said.

" In addition, it needed to aim
for an overall 2,5 percent to
3 percent productivity increase a
vear t0 maintain its current cost
profilé intéFnationally

Dunlop said a record
1093 278 tons of sugar, 45 percent
of total production, had heen ex-
parted\1 élrmg 1997-98 (9,8 percent
above '1896-97). Expott revenue
was R1,38 billion, and world mar-
ket prices had held up well.

“The industry’s export mar-
keting philosophy remained one
of supplying premium destina-
tions in Africa, the Middle East
and Asia, which offer South
Africa better returns owmg to .
geographm and other advan- -
tages,” he sa1d Dunlop 50 wel .
comed the new accord between
the Swazi and South African
sugar-producing industries.

M



Weak rand cushlggf sugar prlce fall

THE-embattled rand cushioned
the effect of a low world sugar
price on SA’s sugar industry but it
would not boost exports, senior SA
industry officials said yesterday.

Two key sugar associations
said the loss of about 25% of the
rand’s value since the start of the
year had eased the pain of a 35%
fall in the world sugar price.

“It is not a picture of great joy,
but it has certainly helped a lot It
could have been a lot worse,” said
SA Cane Growers’ Assaciation ex-
ecutive director Jack Wixley.

The industry had covered for-
ward on the exchange rates and
sugar pricing, but there had been
limitations.

“We managed to get some very
good levels for sugar pricing at the
end of last year, but we were con-

strained by not knowing where
the crop was going because of all
the talk of El Nifio, so we did not
do much forward selhn

“We have dehvered qulte alot
of sugar into the June-July posi-
tions. Obviously some of our pro-
ceeds coming in were covered at
rates not ag attractive as they are
right now, but that is all part of it.”

SA produced a harvest of 2,403-
million tons in the 1997/98 season,
despite a strike last July that dis-
rupted milling.

The industry expects to pro-
duce a record 1998/99 harvest in
excess of 2,7-million tons, with un-
harvested cane from the previous
season being carried over.

Revenue of R1,38bn was gen-
erated by a record export 1,093-
million tons or 45% of the 1997/98

NGAR
sugarh m@'he current season
should generate foreign currency
earnings of more than R1,6bn.

SA sold to about 40 countries,
gaid SA Sugar Association execu-
tive director Tony Heher. He said
the turmoil in Asian markets
should not severely affect SA ex-
ports, “Our long-term customers
are still taking their sugar.”

The weaker rand would not
open further export markets be-
cause sugar was sold in dollars.
“There will be no immediate gain
for the industry because of the
huge drop in the world price in the
past two months It's as volatile as
our currency

The wealmess of the El Nifo
weather phenomenon in SA
meant there were better than ex-
pected crops. — Reuter.
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DURBAN — 8A’s sugar industry could
expand with relative ease after two
succéssive record harvests, SA Sugar
Association chairman Don MacLeod
said at the weekend.

The 1997/98 season produced a
record 2 404-millicn tons of sugar and
the industry has estimated the 1998/99
production at 2,7-million.

“T think by 2001 the industry can
produce 2,8-million tons as a normal
crop under normal weather condi-
tions,” MacLeod said.

“I see this year’s crop as abnormally
good because we had a yerfect owing
season with good rains,” he said.

+ A normal crop at present would be
about 2,5-million tons.

Mpumalanga, Pongola in northern
KwaZulu-Natal and Eston in central
KwaZulu-Natal were areas where out-
put might increase, MacLeod said. .

Concern has beén raised about-the
ability of the country’s 15 mills to han-
dle this season’s record cro;Ia.

“From all the figures 1 have seen
over the past six weecks I can say yes,
we have the capacity and we will pro-
duce that tonnage of 2,6-million to 2,7-
million tons of sugar.

“Capacity at the existing mills hag
been increased during the off-crop tﬂtla-
riod and we are sure we can crush this
mg&or crop in a reasonable time,” he
said.

MacLeod, who is also the chairman
of Tllove Sugar, said the company —
Africa’s largest sugar producer — had
spent R65m to increase capacity to
handle an additional 2-million tons of
sugar cane.

avid Hardy, executive director of

3
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after record Cro

Sugar 1ndustry growth '

the SA Sugar Millers’ Association, satd
gﬁe were no plans to build additional

8.

“At this stage there is nothing in the
planning that entails building a new
mill in SA,” he said.

The crushing season had started a
month early in some areas to accom-
modate the large crop and might run
into January next year.

“We will see in the sugar industry
this season what the cﬁpacity of the
cane growers and the mi
Hardy said.

Jack Wixley, SA Cane Growers’ As-
sociation executive director, said the
three-year drought from 1992 had
caused a big break in production.

In 1993/94, sugar had to be import-
ed to top up the 1,28-million tons
produced,
iy 1 Weare also seeing increases in pro-
iduction bécause new varieties that
were planted ave starting to have an
effect.

“They have established themselves
and after the past couple of good sea-
sogds they are proving themselves,” he
said.

MacLeod said a three-week su;
industry strike, which took place in Ju-
ly last year and resulted in cane being
carried over into this season, was un-
likely to be repeated.

“Most of the wage negotiations have
been completed throughout the indus-
try,” MacLeod said.

He said it was to be hoped there
would be no strikes.

For the coming season no adverse
weather was predicted, so (Prorsaects for
the next harvest were good. — Reuter.

ers really is,”™




Linda Ensor

CAPE TOWN — The code of
ethics for councillors as pro-
mmwwm by the Municipal Struc-
s Bill needed tobe strength-
ened and greater powers given

al affairs was told wmmemnmﬁr
bya

other , orgenisations during a nance forum, o

‘publichearing o} the bill. |

provision empowering commu-
nities to

. [ ] - ' L]
Communities, not councils,
. councillors contravened the
' code. Disciplinary procedures
and punishments agsinst of- = being
fending councillors should be ., Masakhane campaign to pay fo:
'.;, outstanding rent and services.
They ecriticised the bill for <. *Support for a more effective '
making scant provision for com-': ; code of conduct was voiced by : . governmentsl organisatiors ins
to communities to control local - munity participation and for ' SA Local Government wammﬂdw *
authorities, Parliament’s port< ' giving top much power to MECs«\ Centre director Clive Keegan,
folio committee on constitution- . to close down a council without-:- who noted that the government I
consultation, leaving the’door ** in the UK had

included in the bill, they said.

ublic ebill. ; aﬁm_gu&.am?_.
7 Nyangd and Latigs ucEEﬁu......w.m £ %5 be strengt!

e action where mnmomaam.mvmwmw&ﬁm._

Evidence was presente open hou_ﬂvmuﬂmmnmgm.; . i wmm.m—. on an e
range of local authorities and Development and piablic fi- ~ for local gove:

-Lincoln

[ R .Om@.&. nu.n—uﬂﬂhw $ —mr.m FMMH was Mﬂﬁ.@l 1 h La v Y el H
@ of coni’{'pquiits, ambigious’ and’ unen- * nity could get ‘rid “of, honper:

“should be in control:
20 Z3(7/98 . mk%@g ,

more, more scope should be giv-
en to public participation and
r.: control, 2 stand su by
. the Urban Sector

. national association of non,

send an incorrect si .
members of the public who were
encouraged

by ' the

etwork,

! volved in development and govs
1 ernanceigsues. .
SA © Municipal Workers]
roduced a white '~ Union official John Mawby
ical framework '+ called for the introduction of a :
rnment. The pro- . recall mechanism, at least at
. ward level, so that the commus

&d und a¥: i forceable; Keegan suggested.” = ¥ forming councillors. .

would , creating an ethical framewor] * alityofthebill. ~' ot

nity representatives called for 2™ gued against ‘cotticillors’ ._usbw\ " Public trust it local author-">  The Cape metropolitan aouww
given a thrée-month mwﬂca of“’ ities needed to be festored by  cil questioned the constitution-
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Magistrate recuses |
himself from Tutu case "

Pearl Sebolao ‘

THE magistrate presiding in the reckless driving
case against Trevor Tutu, the son of truth commis-
sion chairman Archbishop Desmond Tutu, yesterday
recused himself from the matter after Tutu accused
him of being aracist.

Tutu mﬁw@aam in the Johanneshurg Magistrates’
OcE._"obnmummmownmow._mmmmumbom.ngﬁmﬂ&bm

>wm>om§.€3m§
the SA mn._e Swazi
industries had opened

the way for development -

om_.&mnmnmonwmm amom
sugar producer, the
Sugar Association said
yesterday.

“Last year saw the SA
and Swaziland sugar in-

dustries = reso
differences on market
access by way of an in-
dustry-to-industry deal
which was supported by
our governments,” said
the association’s chair-
man, Don MacLeod.

“The reaching of this

v

new
regional co-operation.”

-

He said the agree- °

ment cleared the way for

sugar protocols in ithe .

five-member SA Cas:

toms Union as well ag -

the 14-nation Southern
African ' Development,
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Pact opens way for omnmmm@%m%  Sugar region -
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SHIRLEY JONES
KWAZULU NATAL EDITOR

Durban — The South African
sugar industry had to prepare for
significant changes and stay com-
petitive to remain a key player in
the global sugar village, Den
MacLeod, the chairman of the
South African Sugar Associa-
tion, said yesterday.

Speaking at the organisation’s
annual general meeting, he
echoed Trade and Industry Min-
ister Alec Erwin’s opinion that
regional co-opeération was the
only means of ensuring a future
for the sugar industry.

He warned that countries
within the Southern African

De‘élopmg

(SADC) expanding their sugar
industries at each other's
expense would prove a dead end.

“The aim of (a regional) pro-
tocol is to provide a stable and
predictable environment where-
by steady and orderly expansion
can take place to meet Africa’s
import needs of around 2 million
tons of sugar per annum and also
the expanding needs of the world
market,

“The basic philosophy is for
production surpluses to be ex-
ported cut of the region to avoid
harming the sugar industries of
neighbouring countries and for
consumption growth within the
region to be shared,” he said.

.ne lump or none, MacLeod

ﬁl{"he agreement reached last
year between the feuding South
African and Swazi sugar indus-
tries had opened a new chapter of
potential regional co-operation,
clearing the way for South
African Customs Union and
SADC sugar protocols.

MacLeod said a preliminary
strategy document prepared by
the trade and industry depart-
ment said regional protocols
would be shaped to the best ad-
vantage of all sugar industries.

MacLeod said expected record
crops and &n excellent infrastrud-
ture would provide the loecal
industry with a competitive
advantage which would max-
imise export revenue.

T
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ar cane yield continues to decline -
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DURBAN — mcm.ﬁ. yields/a hectare

have fajléh 6%, di
de¢ades~ag farmers have harvested
younger sugar cane and steadily in-
crehsed the proportion of land harvest-
edtannually to 74% from 60%, says
Tohy Ardington, the vice-chairman of
! ﬁrww.em: ar Association.

e said in his anmial report that de-
gpite removing the effects of the
drought years — since these distorted

uring the past two .

. “There

T @v

. rise in the average industrial produc- 7;" " However Ardington

tion of sugar a hectare under cane of:
8% over the pericd. Yields are expected
to continue to rise as a greater propor-,
tion of thé crop comes under ixrigation.

ahout the need to increase productivity -
and yields, as well as about the extent
of the crop. More specific analysis re-
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" fected to reduce the age:at H.Eormnwb?wr farmed by small-scale producers whose
washarvested.” = ° o U* Wi yields were Emuelaw_.wu« two thirds be-;
*" " hig had however been 'offset by a./. xwﬂﬁ the industry average. = Tl

scale growers had recorded “impres-

(13

Bive yield improvements” and for the
1

the industrial average. .
. 'This was parti y due to the in-
* ereasing proportion of irrigated land
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land .

said " small- ..

second successive year were expected
: +'to produce more than 4-million tons of
has been general comment’ cane with yields close to 80% of that of,
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Chairman Don MacLeod said the
Financial Aid Fund, launched 25 years
ago to aid small-scale . growers, ad-|
vanted R220m via 50 000 loans since
its inception. The fund recently won,

- the Mail & Guardian Investing in the

Future Award. i
* “The foresight; of industry members
who established the fund has created ;
an important, valuable asset for our in-
dustry today,” MacLeod gaid. ]

The success of small-scale sugar
farmer development was highlighted

the figures more significantly in the veals interesting trends in the indus- ‘'’ and the underlying improving trend in . by the farmers’ delivery of 3,9-million
1990s than in the 1980s — sugar cane  try,” Ardington said. , the rainfed areas, These factors were tons of sugar cane wo about R500m
yields had fallen. The spread of Eldana He said industxial yields were offset . expected to continue. : in the 1997/98 season.
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- SUGAR S4’s giant looks to regional leadership in southern Africa, Tanzania and Mauritius

SHIRIEY JONES
KWAZUIL NATAL EDITOR

Durban — Dlovo, the regional
sugar giant, appears to have

integrated Lonhro Sugar,.

acquired last year, and stream-
lined itself into a single,
focused operation pushing
~ahead with an aggressive
regional growth strategy,

Don MacLeod, the manag-
ing director, said this week
that Illovo intended growing
its base sugar business in
southern Africa, Tanzania and

_Mauritius before extending

" profitable downstream prod-
uct gperations into the rest of
Africa.

Iis initial overall target was
2 million tons of sugar by 2001,

., a 40 percent increase in

[llovo absorbs Lonrho Su

eT(ee)) 23 _ﬂvw

produciion achieved through
an increase in milling capacity
and adding an extra 3 200
hectares of cane lands.

He said consolidation was
still the key focus for the rest of
the financial year to Septem-
ber 1998,

‘Interim, earnings a share
were. expected to remain at
3 percent owing fo the larger
number of shares in isstte in
the wake of the Lonhro acqgui-
sition. .

Profits would increase by at
least 50 percent, he said, pri-
marily because-the full contri-
butions from the company’s
expanded operation would be
incorporated for the first time.

These profits would be
ploughed back into develop-
ment from the bheginning of

L SRR

Mlove Sugar

Mo Ax Moy b Jd

Source Rewlers

the current financial year,
Macleod added. = -

Despite focusing on cash
generation and debtrediction,
Illovo would not be pres-
surised into investing all its
resources for shortterm gain
at the expense of longerterm
benefits.

gar

and marches on

(Psucrare

Gearing rose from 18,7 per-
cent to 49,9 percent, and net
financing costs climbed from
R12,116 million to R63,115 mil-
lion during the six months to
March.

MacLeod said Hlovoe would
draw on innovative options to

- source finance running into
_ hundreds; of millions foria va-
- riety of projects.

The company’s starting
point is a record 1998-99 crop
and a notable production in-
crease. Although it was still
early -days, MacLeod said
around 1,8 million tons was ex-
pected by the end of the 1998-99
Season.

South African operations
would contribute 1,28 million
tons out of a countrywide total
of 2,7 million tons.

. 30 percent unpriced, . - -+

Export earnings would be
substantial and untikely to be
whittled away by the poor
world sugar price. )

According to MacLeod, the
South African sugar industry
had hedged a portion of its
exports before the world price
dropped, leaving just over |

This portion stood to gain
from the fall in the rand. “If
the rand stays at present lev-
els, it will be very positive for
our earnings,” he said. -
© =0f Illovo’s production
56 percent is sold within the
local market, 12 percent goes
into preferential markets via
trade agreements in Swazi-
land, Mauritius, Malawi and
Tanzania, and 32 percent is
sold into the world market.
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COMPANY NEWS

Company wants Harare to guarantee security of its assets

-,
W

off Zi

S}llm JONES

Durban — Tongaat:Hulett’s invest-
ment in Zimbabwe's sugar indus-
try, including relocation of a
R270 million mill from South Af-
rica, has been put on ice until Zim-
babwe guaranteed security of its
assets, Cedric Savage, the group
managing director, said yesterday.
He referred to the uncertainty
resulting from Zimbabwe’s Com-
parative Acquisition of Land Act,
together with the risk that the
Zimbabwean government could ex-
tend the price controls on farm
products recently applied to maize.
These factors had not only
*stalled significant expansion plans
at Triangle Sugar, Tongaat-Hulett's
wholly owned Zimbabwean sub-
sidiary, but had halted construc-
tion of a mill in the Mazowe valley.
The Lomaz mill, involving the
relocation of Tongaat-Hulett's mill
from Mount Edgecombe near
Durban, was due for commission-

N

Tongaa{t-ﬂul_e? pu

abwe

ing in May '}
2000, with a
capacity of
140000 tons
of sugar a

ject is a
joint ven-
"ture  be- i
tween Tri-
angle Cedric Savage
Sugar, L
British
gugar company Tate & Lyle, and
the local farmers’ co-operative. Tri-
angle would initially own a third,
with provision for indigenous
shareholding at a later stage.

Of immediate concern to Trian-
gle and Tongaat-Hulett was last
year's targeting of plantations
within the Triangle and Mkwasine
estates for nationalisation ina land
redistribution campaign. The land
supplied 17 percent of the cane
processed by the Triangle mill.

Danrtn
its

de(g;ll

et (YA 3148
Although the Zimbabwean lands
iminister had withdrawn his claim
after protests, he had not gazetted
this decision. -

~ Savage said the phased expan-
sion planned for Triangle could
ultimately double the company’s
production. Triangle was current-
1y expecting a record crop of more

than 305000 tons after the 199798
season’s 298 400 tons of sugar Tri-

> angle’s total net earnings during

the previous financial year rose
33, 7percent to R90,5 million.

The Triangle mill was the
largest single producer of raw
sugar in southern Africa while
Zimbabwe was one of the lowest-
cost sugar producers in the world.

Savage said Tongaat-Hulett was
comitted to Zimbabwe through
Triangle, a R350 million business.
Expansions remained a question of
timing, There was tremendous in-
vestment potential in the area,
which could be offset by an
unfriendly political environment.
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Sugar exports grew in 1998, constituting 40 percent of total turnover

Illovo beats low
| A (P abh)qq

SHIRLEY JONES

Durban — Further stabilisation
of the world sugar price would
see [llovo Sugar achieve good
growth in headline earnings per
share during 1999, Don MacLeod,
Move's managing director, said
this week.

'This was in addition to
Hlovo’s inherent strategic
strength that 71 percent of pro-
duction by volume and 81 percent
by value was sold into domestic
or premium-priced markets,

As a result, the decline in the
world market price for sugar
affected only the group’s South
African sugar export revenue.

MacLeod said a breakdown of
operating profit showed that
while the contribution from South

African operations remained the
highest at 47 percent, 53 percent
now emanated from operations
outside South Africa. Malawi con-
tributed 27 percent of operating
profit, Swaziland 14 percent and
Mauritius 12 percent,

“In terms of contribution by
activity, it is important to note
that operating profit from cane-
growing operations has in-
creased to 29 percent from 23 per-
cent in 1997,” Macleod said.

He said exports had increased
substantially during 1298 and
now constituted 40 percent of the
company’s total turnover.

He said 1998 had seen a mater-
ial growth in Hlovo’s productive
base, with an increase in cane
production te 4,6 million tons and
sugar to 1,8 million tons. 1999

b3l

6,10

590

5,70 M
550

\

Source Reutars

og Des g0 Jum

posed even greater chailenges.
“The task we now face, given
normal weather condijtions in all
countries of operation and the
successful implementation of the
group’s R185 million capacity
expangsion programme, is to grow

rice
@; UGAR

COMPAN

blues

production levels in the 199_972000
season, increasing cane produc-
tion to 4,8 million tons and sugar
to 1,87 miilion tons.”

The resuits for Iiovo's finan-
cial year to September 1998 re-
flected the successful integration
of Lonrho Sugar into Dlovo.

Although headline earnings
remained static owing to the in-
creased number of shares in
issue following the Lonrho
acquisition, turnover improved
by 38 percent to R3,65 billion
while operating profits increased
68 percent to R686 million.

MacLeod said an important
part of this achievement was an
increase in operating margin to
18,3 percent from 15 percent. Tio-
vo closed unchanged yésterday at
R6,20 on the JSE,




[Tllovo

Nicola Jenvey
DURBAN — Industrial food group
Nlovo Sugar expected to produce
1,78 million tons of sugar in the
1999/2000 season with its SA produc-
tion falling marginally from the
record high achieved the previous
year, chdirman Robbie Williams said
at llovo's annual meeting yesterday.

The 1998/99 season was strength-
ened by the abnormally good grow-
ing conditions and Illovo's SA pro-
duction touched 1,26-million tons of
sugar. This was 179 000 tons above
the previous record with Noods-
berg, Eston, Sezela and Umzimkuly
cach achieving improved produc-
tion hughs.

The 184 200 ton final output at
Ubombo was also a record for the
Swaziland operation, despite the dis-

ruptions to the factory and field op-
erations caused by rain. In Malawi
209 700 tons were produced after un-
seasonably wet weather at Nchalo
disrupted the cane supply to the
mill, meaning some cane was carried
over to the following season.

Mauritius produced 84 970 tons
and Tanzania 42 000 tons. Reviewing
the weather since the year-end,
Williams said the SA spring rains ar-
rived late as expected, but llovo
farming areas had since received
better than the long-term mean.

This was predicted to continue
for the remainder of the summer.

In Swaziland and Mozambique
there had been good rains, signifi-
cantly above the long-term average,
while in Malawi, Nchalo had re-
ceived better than normal rainfalls.

Although the rains at Dwangwa we% Ai

SA cautious after a most productive year
EUGHR

below normal, irrigation had made
up any deficit.

Williams said Mauritius and Tan-
zania had been very dry, which
would affect next season’s cane crop

_negatively. However, the insurance
scheme in Mauritius would minimise
the impact.

The factory expansion projects in
Swaziland, Malawi and SA were pro-
gressing well and commissioning
was expected to be on time for the
new season. Williams said the major
factory and field rehabilitation work
at Kilombero, Tanzania, had com-
menced and was proceeding accord-
ingtoplan.

In Mozambique, the start of sugar
production from the Maragra mill re-
mained on schedule for May:.

The SA sugar price rose 6,5% ear-

)& 99
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Sugar pﬂces are.
asine sparkle

SHIRLEY JONES . Zimbabwe,” Williams said.
TWAZULU NATAL EDITCR He said Ilovo expected real
growth in headline earnings for
Durban — A sharp decline inthe 1999, Although the company
world sugar price would predicted a turnover increase
negatively affect South African during the previous financial
export revenues, Robbie Wﬂlialns,n\year with the addition of
the chairman of Tlovo Sugar, operations it had bought from
warned at the company’s annual\]NLonrho, these were diluted by
general nieeting yesterday. = the increase in the number of

Williams said the world price(\ﬁ ghares in issue.
of sugar had dipped in the wake V. Williams gaid factory and
of the Brazilian currency crisise\ﬁeld offerop operations were on
High interest rates in that coun-"\ schedule in all countries and
try would affect the amountJof ‘mill start-ups for the new season
Brazilian sugar reaching ‘theewould begin from the end of
world market. "\ o arch.

Although - this', "would Downsiream product opera-
negatively affect South African\ kions like furfural, diacetyl and
exports, the devaluation of the urfuryl alcohol pperations,
rand and cther African curren- a hich achieved record outputs

cies would benefit preferential during the past financial year,
exports from Mauritius, Swazi- continued to perform well.
land and Malawl as well as Group sugar production for
downstream product sales. the coming season Was forecast
“the performance of the atl78 million tons with produc-
gouthern African Customs tion in South Africa at
Union sugar market, important 800 000 tons less than last year.
to the group's South African and williams said the 1998/¢
Swazi operations, has disap- season was 2 record one for
pointed because of low econom-  [ovo, although final production
ic growth as well as sugar declined slightly from the
imports into the region from estimate.
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TO BE FOUND

W ACTIVITIES: Affica’s largest suger grower,
with extensive downstream manufac-
turing activities,

M GONTROL: CG Smith Foods 51%.

Year to September 30 45 36 97 '38

Debt:equity ratio 050 032 076 0,60
Int & leasing cover 6,2 9,3 74 43
Return on cap (%) 129 137 136 196
Tusnover {Rbn) 1,57 176 265 3,65
Pre-int margin (%) 116 11,8 150 183
Earnings (c) 57 81 100 100
Dividends (c) . 23 32 40 40
Tangible NAV {c} a3 467 223 280

. *|ssued capital increased from 159m to 291m shares,
mainly in a rights issue to raise ¢ash for Lonrho Sugar.

hairman Robbie Williams says 54% of

operating profit now comes from sugar
manufacture, 29% from cane growing and
17% from downstream and other; by coun-
try, SA contributes 47%, Malawi 27%,
Swaziland 14% and Mauritius 12%. While
capex and the acquisition of Lonrho Sugar
pushed up borrowings, operating cash
flow (R788m last year) will cut debt “sub-
stantially” in the next three years.

Williams also details the previously an-
nounced R185m capex this year: growing
and factory expansions in Malawi, Swazi-
land and Pongola, and an addition to the
downstream product range. The first bene-
fits will be felt this year, and Williams says
the medium-term outiocok is thus “most
encouraging”.

As usual, the report carties a wealth of
statistics relating both to the company and
the worldwide sugar industry. Sadly,
though, a number of the most interesting
graphs carty no absolute scales.

Bath geographically and operationally,
Hlovo has diversified widely in recent
years. For all that, it temains heavily de-
pendent on sugat, subject to the vagaries
of climate and commodity markets. This
may explain the share price volatility:
since we reviewed the preliminary in
November, it has come off from R7 to
560c, more than double the rate of decline
in the JSE food index over the period.

Though Illovo does not repeat the intent
this time, it has earlier said its target is
20% annual growth. After 1998's standstil,
it has a little catching up to do. Financial
needs may hoeld back dividend increases,
But one can surely look for minimum EPS
of 125¢ and 45c dividends. Michael Coutson
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WHILE PADDLING DOVWNSTREAM

SA producers scramble for a share of Africa’s 2 Mi sweel tooth

A's big three sugar producers — Illovo,

Tongaat-Hulett and TSB — are on the
expansion path. Not only are they growing
strongly into sub-Saharan Aftica, they also
have plans for big downstream operations.
But the real prize for SA companies lies in
acquiting production notth of the Limpopo
to replace as much as pos-

duction now exported at relatively low
prices, downstream beneficiation should
improve profits. Expori-driven downstream
sales into lucrative niche markets are be-
coming increasingly important for Iovo.
The company produces furfural (used in oil
refining}, ethyt alcohol, lactulose and dex-

fran at three KwaZulu-Natal

sible of the 2 Mt of sugar the > Southern Africa could raise plants Though downstream

continent imports each year, sugar production from

mainly from Europe.

llovo and Tongaat-tulett 4% Mtyearto 7 Mijear ¢
are leading the rush into Former SA Sugar Assn

Alica. TSB — ‘a Hunt pooypmopoot Mathews

Leuchars & Hepburn affiliate

operations added only 8% to
lllovo's R3,65bn turnover in
1998, they added 12% to op-
erating profit.

But growth into the South-
ern  Aftican  Development

~— must decide by the end of
next year whether to go
ahead with a R925m, 100 000 t/year Ko-
malipoort project to produce propylene
and ethylene glycol, as well as glycerol, in
conjunction with the Industtial Develop-
ment Corp and other local and interna-
tional partners.

If the pilot plant is successful, says TSB
spokesman Riaan Pichaar, a commercial
plant could be operational towards the
end of 2001, generating net foreign cur-
rency earnings of about R490m/year at
current prices,

With about 40% of SA’s total sugar pro-

Community (SADC) region is
where most of the excite-
ment lies, Former SA Sugar Association
(SASA) executive director Michael Math-
ews says the region could increase its
sugar production from the current
4,5 Mt/year to 6 Mt-7 Mt/year if the pro-
posed SADC Free Trade Area were formed
and a sugar protocol negotiated. It would
also depend on the European Union re-
ducing or removing the subsidies and tariff
protections that enable it to export 5 Mt of
subsidised sugar each year and depress
global prices.

But the SA producers are not waiting for

B B
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" 'SWEETENING THE FLOW

SOURCE: SUGAR ASSH OF SA

the SADC or the EU. Illovo, Africa’s sugar
giant, leads the investment pack with its
recent acquisition of Lonrho Sugar Corp.
lllovo chairman Robbie Williams says this
has “transformed the nature and quality of
llovo from a national to a more broadly
based international sugar group”.

Malawi alone now accounts for 27% of
group operating profits, which were
R666,4m before interest in 1998 — a hefty
68% more than in 1997. This compares
well with the 47% of profits that came from
the group’s SA operations last year and
shows how important lllovo’s non-SA op-
erations have become. Sucoma, Illovo's
60%-owned Malawi affiliate, is also ex-
panding, and expects to push sugar pro-
duction to 280 000 t/year within a few
years. lllovo is growing strongly in
Mozambique, too, where R120m has been
spent on upgrading a mill near Maputo.

Swaziland and Mauritius also feature
strongly in Illovo's operations, and its
newly acquired Kilombero Sugar Company
in Tanzania has the potential to produce
100 000 t/year — one third of that coun-
try's imports — by 2001.

Williams expects record group produc-
tion of 1,78 Mt this year. There is concern
over sharp declines in world sugar prices,
but the lower rand should help exports
from Mauritius, Swaziland and Malawi,

Tongaat-Hulett sugar division MD Bruce
Durlop says his group expects its 49%-
owned Xinavane sugarcane and milling
enterprise in southern Mozambique to
produce up tol140 000 t/year by 2005, Last
year the group produced 869 000t in SA
and 300000t in Zimbabwe. With estates
in Swaziland and a 35 000 t/year mill in
Mozambique, the climate looks good for
expansion, Arnofd van Huyssteen
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Durban — Trade unjons in’

the sugar industry are plan-
ning to tackle the industry’s
leading companies this year
on improved working condi-
tions for farmers and season-
al workers.

oRichard Gumede " the
KwaZulu Natal organiser of
the South African Agricultur-
al, Plantation and Agricultur-
al Workers” Union, said yes-
terday workers were not
reaping the benefits from last
year’s record profits.

He said angered and im-
poverished workers were
gearing up for a better deal in
difficult economic times. The

e 3 e e

matter wottld be taken up at
regional level.

KwaZulu Natal produces
about, 90 percent of the coun-
try’s sugar. Last year, the in-
dustry exported 45 percent of
prodyction, a record 1093 278
tons of sugar, and a 9,8 per-
cent rise on the previous year.

Export revenue was
R1,38 billion, but the sugar
price has been weak, caught in
downward commodity prices.

Aside from better working
conditions, Gumede said the
union was waiting for season-
al workers to return to work
at the end of March to get a
mandate on whether to pro-
ceed with industrial action
early in the new seasoi.

ar gay inc

eases
UGAR

h umon represents
about 400 farmers and other
seasonal workers at Illove’s
sugar farms. They are de-
manding a 23 percent wage
increase, while Illovo is offer-
ing 5 percent.

Gumede said the union

_had already held talks with

management.

Contrary to reports, llovo
said yesterday there was no
deadlock. The management
said there had been only one
round of negotiations and no
dispute had been declared.

“This is an internal
process, and Illovo is commit-
ted to ongoing negotiations
through collective bargain-
ing,” the company said.

£
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LONDON — Sugar is set’ tor a long haul at low prlces %‘Feﬁj

rising, productlon land currency devaluatlons among ‘?ﬁ'

porters are hkely to mamtam the pressure ol prlces 185y
Raw sugar has been tradlng at its Towest tor 127 ye ﬁ 51

" thls ‘week on the Coffee. Sugar *Atid Cocoa Exchange “brij

New York and analysts say there is little sign of rellef fo )
.the battéred market. irddt
The weak prrces \seem to be a part of a long ter%‘m[
trend “Global sugar productlon “has outstripped con- |
sumptlon every year since 1994/95. Total output, was,_ 4
129,8-million tons in 1998/99, compared with consump,—ma
tion of 125, Z-mllllon tons. 1101
' However, recent events have added further pressure,
exacerbatmg the downturn. “The first, drop in prices,,;
came last year on 51gns there would be a huge cane cro, i
in Brazrl says | Lawrence Eagles, analyst at brokers G -
“Prlces had heen' trading at about 9c, but dropped o
under 7c. They’ré now around 5c apound.”
Sugar prices are reflected lnternatlonally m US ce"}iﬁ 09
perpound. - .. il
Brazil's sugar productlon rose to 18, S-mllhon tons Jp
1998/99 from 16-million tons the previous seasof, ac Cragtt
cording to brokers ED&F Man, overtaking the European
Union as the world's largest producer. Forecasts for the
1999/2000 season suggest the country's sugar output-—-
could rise again to 20-million tons. '
Eagles maintains that currency problems among oth—é
ér bigg suga¥ growers such as Atstralia arid Thailand hage}
mcreased the pressure on prices, adding that New Yo
sugar pricés ’could drop as low as 4, 5¢ a pound if BrazJ .
1an productlon contmues torise. .
“The: avallablllty of substantially cheaper sugar on tlfe
export market has forced prices back down.
i To.make .matters worse, growth in annual dema
has fallen to below, 1% because of the economic pro
lems ,in_ Asia, Russia and Latin America, according
analysrs firm FO Licht’s latest sugar marketreport.
“Tf Braznllan productlon and exports should contingje
theif relentless rise, there is no hope for remunerati
export prlces " says Eagles ;
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Reglstrar fa
banksuppor

Money-back move to protect deposntors W|th less than R50 000

Madeleine van Niekerk

THE Registrar of Banks’ bank super-
vision department supports the es-
tablishment of a limited deposit-in-
surance scheme in SA whereby 90%
of deposits of less than R50 000 per
bank client would be reimbursed in
the case of a bank fatlure.

Christo 'Wiese, the Registrar of
Banks and GM of the bank supervi-
sion depanment said in the depart-
ment's annual report, the objective
would be to safeguard the deposits
of ordinary bank customers who did
not have the ability to monitor the
riskiness of the banks with which
they placed their funds, as well as to
ensure financial stability.

The function of a deposit-insur-
ance scheme was to provide a safety
net for bank depositors, thereby in-
creasing public confidence in banks
and making the financial system
more stable, Wiese said. A safety net
might also limit the potential effect
of problems in one bank on other,
healthier banks in the same market,
and reduce the possibility of conta-
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gion or a chain reaction within the
banking system as a whole. Conse-

quently many countries established

deposit-insurance- schemes
tect small depositors.
The annual report States that in

) pro-

- all cases of distress in banks in SA

during the 1980s and 1990s, all small
depositors had been reimbursed

substantially. SR e

Large depositors may have lost

1 1 SR - LD -

]
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vours

some money, while shareholders

have certainly made losses. Howev-

er, large depositors and sharehold-

ers would have been adequately

compensated by receiving higher re-

turns on their investments.
Only rarely ‘were dep051tors

funds completely frozen, and depos--

itors conld always access badly
needed funds even when a bank was

"under curatorship. The perception

has evolved therefore that deposits
with banks are guaranteed. Despite
SA not having a formal deposit-insur-
ance scheme, it can be said to have
implied deposit insurance.

Once there is a perception that
deposits are guaranteed, lhere isa
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danger of adverse selection. In other
words, risk decisions will be distort-
_ed, and depositors will seek the high-
est interest rates without regard to

. the soundness of a bank.

The premium rates for the fund-

“ving of such a scheme should vary in

accordance with the risk attached to
each insured bank. ‘
i +Alternatively, it may be easier to
charge banks flat premiums and to
“allow certain rebates to those that
exceed certain predetermined pru-
dential ratios.

:*'The bank supervision depart-
ment believes the benefit of in-

i "creased confidence in the banking

" system would exceed the direct or [}

-Indirect cost of a deposit-insurance
scheme. ‘

** During the second quarter of last
year, the International Monetary
Fund (IMF) held talks with the bank
supervision department and the
banking sector.

According to the IMF there was a
need to operate in an environment
with clear rules and to protect small
and unsophisticated depositors.
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7 (Illovo tables a sweet e (P)rpl:t

N operation next m g )
" """ The results incorporate the second
haif of the 1998/99 season when Hlovo
achieved record sugar and cane produc-
1999/2000 season with its Swaziland, Q\Jﬁons through good growing conditions in
Malawi and Tanzanian production out-“\ A, increased areas under cane in Malawi
putsd rising due to improved irrigation and,\:nd Swazi.lrand and the acquisition of new
good growing conditions. states in Tanzania.
Releasing the hall-year results t « Attributable income rose 19% to
. March, chairman Robbie Williams sai R157,9m, while headline earnings a share
yesterday weather conditions in SA andm ncreased to 52c¢ (1998: 43¢). An 18¢ (15¢)
Mﬁuritius have been drier than norm mtelrlm divfdendw&ﬁ] ((li?%danla?dl obn. whil
which will lower production in these urnover grew to n, while
countries. However, the national crop in-4. operating profit climbed 26% to R382m.
surance scheme in Mauritius will amelio- “ In the period under review, sugar con-
rate the financial consequences there. tributed 53% towards group operating
The newly rehabilitated sugar mill at - profit, cane growing 31% and downstream
Maragra, in Mozambique, comes into and other operations 16%.

.-»_,.

Nicola Jenvey

DURBAN — lliovo Sugar expects to pro-
duce 1,74-million tons of sugar for the

t World Wide
acquisition”)




Call for SADC
protocol on
sugar industry

WAZULL IMATAL EDIFOR

%Cﬁ?)g%&rit%i ﬁtﬂltries

within the Southern African Development
Community (SADC) needed to co-operate to de-
velop their potential as low-cost producers and
significant exporters of sugar, Ian Davidson,
the manager of Transvaal Sugar Affairs, said
this week.

“This can only be satisfactorily achieved if
SADC members ensure excess sugar is not
dumped on neighbouring member territories,
but regulated on an equiitable basis,” he said.

Davidson said both the Southern African
Customs Union and SADC were net exporters
of more than half of their total sugar produc-
tion. South African exports covered up to
50 percent of production. -

“An SADC protocol is essential to regulate
the effect of the distorted economies in the
world market for sugar. Of a total world sugar
production of 112 millions tons, only 17 per-
cent is traded on the world free market,” David-
son said.

This made the world free market price a
residual price, which was further distorted
because of producer and export price support
programmes in Europe and the US. “The objec-
tives of an SADC sugar protocol are therefore
to achieve a regulated balance in the region’s
export of sugar on an agreed basis.”

Davidson said the recent decline in the
world sugar price fo a four-year low was of con-
cern not only to Transvaal Sugar but to the
sector as a whole. '

The group marketed about 50 percent of
output internationally. However, although a re-
duction in the export price influenced the com-
pany’s profits, the variable cost of sucrose
would aiso be lower according to the formula
used to calculate the sucrose price.

The positive exchange rate also absorbed
some of the price’s negative effects, Another
positive for the organisation was that the local
market selling price was calculated indepen-
dently from the export price. - .- . ¢

“There are no immediate signs of world
prices staging an early recovery,But there is'no
doubt a recovery will be forthcoming.”
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International sugar body

warns of glut, low prices

AR, S LPR) A4 5]
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Lestey VAN DUFFELEN

Durban - The International
Sugar Organisation (IS0) has
warned leading exporters to cut
sugar output by 10 percent, or
& millicn tons, to avert a crisis.

Reduced sugar prices have
already had a negative impact
on export revenue for South
Africa, among the world’s top 10
sugar exporters, and its major
producers Ilovo, Tongaat-
Hulett and TSB.

The impact has been soft-
ened only by the devaluation of
the rand and exports to higher-
‘priced markets under special
agreements, such -as the Lomé -

rod i M Ty,

. s A - et
"strearn beneficiation activities.

: Sugar prices have tumbled-to
a 13-year low in the past 8ix
‘months. The raw price of sugar
“fell from a monthly average of

_.$250 a ton in October 1997 to $162

" ih September last year There
“‘has been little improvement
since then. These prices repre-

production, and all sugar-pro-
* ducing nations report they are
losing money.

The major exporters — Brazil,
the European Union (EU), Thai-
land, Australia, Colombia,
Guatemala, Mexico and South
Africa - produce an estimated
62 million tons of sugar a year:

South Africa exports about
1,3 million tons, about half of its
production, mostly to Asia, the
Middle East and Africa.

At the world sugar growers’
meeting in Ireland last week,
leading economist Tony Han-
nah, of the London-based ISO,
said a 10 percent cutback over

.
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plus stock estimated at 12,4 mil-
lion tons. ;

«It's like a Greek tragedy to
see today’s situation unfold with
little hope of improvement and

-‘threat bf mass bankruptcy
looming,” said Hannah.

“Tf we wait for the normal
market mechanism, it will take

(could) be very uncomfortable,”
said Jack Wixely, a director of
the SA Sugar Cane Growers’
Association.

A quicker way would be to
get world sugar producers fo
agree to reduce production.
“We went through this in the
19708 when the ISO put together
an economic agreement giving
guetas to producer countries.”

Bruce Dunlop, the managing
director of the Tongaat-Huleft
sugar division, said low-cost
producers in the Southern
African Development Commu-
nity would like to see the cut-
back come from the high-cost
producers Hithelll s irurss —

Lo S i

*!" Poli Macl.¢od; the miafia

director of Illove Sugarand 7

chairman of the South African
Sugar Association, said suogar
¢ane was a 10-year crop, so it
was more likely that the burden
would fall on nerthern hemi-
sphere beet producers, who had
an annual crop.
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BITTER PILL Cedric Savage, the MD of Tongaat-Hulett Group,

whose sugar division may have to cut exporis
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Swazi deal cost SA su
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SHIRLEY JONES
KWAZUIU INATAL EDITCR

Durban - The agreement be-
tween the South African and
Swazi sugar industries had cost
the local producers R297 million,
Bruce Galloway, the chairman of
the South African Cane Grow-
ers’ Agsociation, said at yester-
day’s annual general meeting,

¢ Sales of Swazi sugar in the
South African Customs Union
{Sacu) have increased by 200 000
tons since 1990-91. The result is
that South African producers
have to export this additionai
tonnage on to a volatile world
market, . -

“In terms of ... ruling prices,
this represents a loss of approxi.
mately R297 million. For grow-
ers, thi. converts into a
reduction of our sucrose price
by R65 per ton,” Galloway said,

He said, however, that the
agreement limited future Swazi
access in relation to growth in
Sacu demand. “This will prevent
the continued erosion of our
share of the Sacu
market.”

-Galloway said
the local sugar
industry’s problems

“Zimbabwe is not a member
of Sacu, but by way of a bilateral
trade agreement (has) access to
our markets without being
exposed to the protection embod-
fed in the concept of a customs
union,” he said.

gar R297m_
(2)suGAR e

Galloway said, howey nat/

Sales of Swazi
sugar in the

the greatest problem was illegal
imports of Zimbabwean sugar.
Considerable effort was being di-
rected at stemming the flow and
bringing the perpe-
trators to book,

The price of
sugar from Zimbab-
we had plummeted

did not end with § Sgcy have with the devaluation
Swaziland. Increas. . of its dollar to about
ngamounts of Zim- increased by naif the price of

abwean sugar in South African sugar
local markets were 200 000 fons - Hesaid the world
beginning to have a  § since 1990-97  market price, which
material impact on was about $0,12 a
domestic sales, pound in December

1897, seemed to have found a sta-
ble range recently of $0,10 to
$0,13 a pound. It had been totally
undermined by the Asian finan-
cial crisis and exacerbated by
the continued expansion of
Brazilian production, he said.




Govt Shaws’
interest in

sugar beet:

proposal

ég) SUGHAE.
Loulse Cook 0 '
PRETORIA — The North-

ern Cape was interested

in plans by a private com-

pany to start up a sugar

beet project which may;
create 30 000 Jobs in the?
province, the economic

affalrs and tourlam de-
partment sald yesterday.

Dave Perkins, the de-
partment's chief direc-
tor, said the province had
been able to consiter the
proposals by Triple Sev-
en Commercial Holdings
belore the project was
announced this week.

The new company
launched a farm project
on Tuesday, which It
claimed wonld push up
the living standards of
about 137 000 people In
rural areas of the North-

drn Cape arcund Kimber- |
ley, Hopetown and Jan
Kempdorp. It claimed the
project would lead to the
upgrading or erection of
5953 houses.

Triple Seven sald It
was the holding company
of 14 prominent bush
nesses in the province
and had contracted sev-
eral commercial farmers
to produce sugar beet.
R1,8bn was pumped into
the scheme by 12 local
and overseas companies, .
thecompany said.

Triple Seven CEO
Kallie Albertse sald 27
farmers had been con-
tracted tothe project.

Triple Seven would
provide farmers with all
the Input requirements,
including the seed which
he sald would be Im-
ported from several oth-
er countrles. .

The company said it
had tested 27 different
varieties of seed under:
extreme climatic condi-
tlons and found that dlf-
ferent varieties were suft-
able as sumimer, winter,
autumn and spring ctops.

“Three varleties have
the potential to produce
80 tons of sugar beet a
year,” Albertse said.

The sugar beet would
be used in the manufac-
ture of products such as
syrup, cold drinks, bread,
sweets, animal feed,
medicine and even ce-
mentand glass, &,

The department sald
that while the proyinclaly

government wel¢omed
new investment In the
province, particularly in-
vestment that confribut-‘
ed to alleviating junem-
ployment and poverty, it
could only suppolt pro-
jects that were technical-
ly feastble, financially vi-
able and contributed to-
wards development.
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COLLETTE CAINE

EXPERTS have poured cold
water on claims by a Northiern
Cape businessman that his
sugar beet project had attract-
ed R2-billfon in investment and
would create 29 000 jobs.
Investment advisers, busi
nessmen, farmiers and govern-
ment officials "have come out
strongly  against Kalile Al
bertse’s Triple 777 scheme.
Albertse refused to give the
Sunday Times details about his
foreign backers and switched
off his cellphone when we asked

i

m

e
t
-

mu..o:n_.nuumﬂ.

satd: “We met Alhertse after the
launch and he refused Lo give us
details m&g.._n his forelgn ._ﬁm‘.
vestors. We can support of

projects that are technically fea-
sible and financially viable and
contribute to development. We
have seen nothing to convince ns

. i .

C C

ercise” on South Africap part-
ners angd companies. The firm
was not aware of am
ercise in relation to
his Triple 777 scheme.

The director of the firm’s Kim-
berley office, Gert Allen, sald: “It
could canse major harm to the

his plans meet our criteria.” husiness and farming communi-
: ‘Government officials knew PriceWaterhouseCoopers, ties in the Northern Cape if peo-
nothing ahout the scheme before  the biggest auditing firm in the ple invest In a scheme and lose
it was announced in Kimberley province, sald foreign investors money. Withaprofect of this size
this week. The chief director of always cleared proposals with  and natore, it’s very important
the province’s Department of government depariments and that credentials are verifled”
Economic Affairs, Dave Perkins, conducted a “due-diligence ex- A prominent businessian

and farmer who did not want to
be named said he had been ap-
proached by Albertse to invest
in the scheme. The man sald:
“After looking at it, I wanted
nothing to do with it Other
farmers -alsc refused to get
involved. Unfortunately, some

oubt cast on plan that would ‘end :%%c.nw—:o_—ﬁw

were taken in and lost money
before they saw through the
scheme.”

In & widely publicised launch
inKimberley this week, Alberise
claimed that sugar beet growing
and processing plants would be
established throughout the pro-
vince. The launch was hailed in
regional newspapers as “an end
to unemployment™ and topped
SABC TV's evening news bul-
Ietin as a ray of hope in the
gloom of massive retrench-
ments in transport, mining and

O
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. ““farmhouse, hesald hecouldnot B
The provincial Department of  reveal the identities of his for- §
Agriculture has no knowledge of  elgn backers “becavse other
Albertse’s claimed sugar beet people who need money willtry B
trials and questioned the viabil- ‘thget some offt”. " - .
ity of beet farming In the arid 5iHe said the mystety backers
province — particularly given * were from a country that is “po-
thelow priceof thevegetableon  litically good™ for South Africa,
the world market. butrefused toname it. Hewould
Albertse’s CV lists his only not give details of the business
strength as “studying the Bible®, -activities of his close corpora-
saying he spent six months and tion, Triple 777 Commercial .
a day walking around South Holdings, except to say that the
Africa *In the service of the niimher represented the trinity

other

Lord", Speaking from his rented IMEE%EE:O?@P&. R .
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SHARES in SA sugar producers
made cautious gains yesterday
after a month-long slide amid
weak global sugar prices and
uncertainty about possible
changes to the regulation of the
localindustry,

| Shares in Illovo Sugar, SA's
biggest producer, rose R0,20 or
3.4% to R6,10. Rival Tongaat
added R1,95 or 6% to R33,60.

“They are bouncing back,”
says Caroline Windsor, a food
analyst at Investec Securities.
“The world sugar price has been
fairly subdued and legislative
uncertainty always puts a cap on
share prices.”

Another analyst said that ini-
tial jitters-about,a revamp in the
industry could be pissingas par-
ticipants realised the changes

_¢b 20l= 19
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Weak'sugar shares make sweet recovery

would not necessarily e major
or harmful to the industry.

lNovo stock hit a four-month
low of R5,60c last week, Tongaat
sank to R30,60, its lowest level
since October last year.

World sugar remains bogged
down after sinking to 13-year
lows in April on the back of a
globai surplus and thevAsian fi-
nancial crisis, — Reuter. # -
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flard times

ahead as SA

sugar faces

sticky issues
ul},ﬁk

SHIELEY JONES

( F\ )Ht}gl TTT%E%W
%ba? The South ‘Afvican
sugar industry was facing a difi-
cult season with Jow world prices,
a statle Tocal market and a small-
er crop, Dot MacLeod, chalrman
of the South Afrlcan Supar Asso-
cliation, sald vesterday

MacLend sald prowers and
millers had to contend with lower
{ncomes and rising put costs

He sald they Faced formidable
markteting challenges in a highly
distorted global trading environ-
ment, World supar prices were
Tow and local sates weve declining
{n & depressetd economy:

There was also increased ac-
cess 10 the South African Cusioms
Unlon market by Swazi sugar pro-
ducers after last yeat's ageeemont
between (he two industries.

"The wflux of sugar from Zim-
babwe was another major prob-
Jom, Macl.eod said

He sald a polley document pre-
pared by the government and the
local industry provided some
reassurance about Job losses that
could stem from a Southern
Africans Development Communi-
ty (SADC) free trade agreement -
expeetedd to strip the industry of
all protective tarifTs.

MacLeod said the decument
acknowludged the local industry
operated in a uniquely distorled
global trading environment. Asa
result, the {rade and industry
department continued to suppott
tariffs and {he single-channel
export marketing of sugan

“(The) government recop-
nised that unbridled free trade
would harm existing industries
in SADC and undermine the long-
term potential for develogrucnt in
the regiot,” e said,

MicLeod said the level of tay
{ffs and the way in which they
will be plemented were under
Investigation by the Board on
Tatiffs and Trade. :

In the run-up to the next
yound of World Trade Organisa-
1ion negotiations, South Africa,
as o relatively low-cost producer,
favoured tmore trado Troedom,
Macleod said.

——Howaver, this posed risks for
nelghbouring sugar industries
which betiefited from preferential
access to the European Union
(EU) wxder the Lomé sugar proto-
col and the US.

* a{ntil there is dismantling of
the sugar rogimes in the EU and
US, it §s in the reglon’s interests
that preferential access continues
and that a SADC sugar protocol {5
put in place.

“It Is imporiant to cnsure
(ihat) .., the varlous sugar pro-
ducers within the reglon do not
expand at the expense of one
another.” MacLeod said.
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Maduna would aiscuss e
report's findings and recommen-
dations with the various role-
players in the judiciary “in a bid
to address together the re-

state of 5A’s courts. Opening the

- e st SPTOUIL

ratonansauy

last week. An outcry over his Maduna d
comments about judges during posed a me
that speech resulted in a debate worked and
In Parliament yesterday on the Supreme Co

the Constituti

Tons of contraband -
sugar streaming info SA

Loufse éook

THE SA Revenue Service (SARS) wants
to talk to neighbouring states about
tightening border controls following the
discovery that R2bn worth of contra-
band sugar has been streaming into the
country at arate of 70tons a day for the
past sixyears. oo
According to Peter Rogers, a British
customs official who assisted the SARS
with a probe Into border controls, SA
would have been able to lower its top
tax rate by 30% had the revenye losses
not occurred. : -
The local sugar industry suffers loss-
es of about R300m a year due to con-
traband sugar coming into the country.
The iliegal operations, allegedly run
by a syndicate based in Johannesburg,
were uncovered by police and an agri-
cuitural Inspection service, Agri Inspec,
which stopped a contalner at the Os-
hoek border post and followed it to Wit-
bankin Mpumalanga, '
“At first we did not notice anything
untoward,” said Capt Stoffel Joubert of
the border police Investigations unit in
Durban. ‘
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Witbank, theYficovered the hid-

den sugar in the 10-ton container, Two
suspects are being detained by police

three suspects have appeared in court

" and been granted bafl,

- Agri Inspec MD Joe Hanekom said
they used several containers filled with
cheap sugar from Swaziland and Zim-
babwe that was hidden in containers
filled with molasses. At a glance, the
Sugar was not detected behind the mo-
lasses, which allowed smugglers to
dodge a payment of a R1 030-a-ton im-

" porttariffon the sugar, -
+++ “Smugglers pay very little for the

sugar in neighbouring states, in SA, gov-

" ernment and industry lose thousands to

lost revenue and cheap imports.”
Hanekom sald since Agri Inspec got
involved In the sugar industry in Febru-

" ary, several other cases of smuggled

sugar had been uncovered. Agri Inspec
assists berder police and the -SARS in

“Investigations into illegal trade in farm

products. The service was started to
find Illegal smugglers of dairy products,
but its successes have prompted other
farm industries to ask for assistance,

|

- for further questloning while another '
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