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Boycott to protest against firings

B Community organisations in Zamdela, Sa-
solburgyhave called a consumer boycott of
white businesses to pressurise Sasol One and
Natref into rehiring 867 SA Chemical Werkers’
,Unl}?ﬁin ers fired in 1987 after a wage
‘strike.

@ 0

AnIn 1al Court order reifistating the
workeys with back pay was struck down in a
controversial Labour Appeal Court decision,
- and the Appeilate Division later upheld the
LAC’s denial of leave to appeal,

A statement by the support committee said the
boycott aimed to “expose the bias and unfair-
ness of the judicial system, which tends to fa-
vour employers”, WM& ()3~ A 3{7f
Reports from Weekly Mall staff
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"Curmow M & G'boo:

CURNOW M & @, which distributes refin-
ishing "products to the car trade, hoosted

. attributable profit by 34,5% og»@b}éﬁ,s%

increase in turnover in the year to Decem-
ter: BYOowA 1[214)
.”"E.‘&e! v h g FEEN Aty Tk

tﬁijﬂeﬁ‘ nd a rangqﬁffqlﬁféd:ﬁfod‘ifc'té and
eqiiprént through-15°bratichesacross SA.

o

Tt is listed in the'retailéfs afid Wholesalers

séctor, GHE Z

Attributable_ profit’ —K124m
(R919 000), “frafisldting into a 302% in-
‘crease in eafrg;_gr‘gS'a share of 5,6c (4,3c).

The final dividend has been raised to

< company, distributes TDucd *paint,

tly to the profit margin increase.

l LiZ ROUSE |

1,25¢ (0,75¢), bringing total distribution to
2,25¢ (1,75¢). .

The company posted a 44,6% increase in
operating profit to R3,11m (R2,15m) on a .

- R39,1m (R33,9m) turnover, ‘with:margins-.

improving to 7,96% (6,35%).

Curnow M & G MD Mervyn Bloom said
the benefits of a management and oper-
ational restructuring initiated in 1989 were
now beginning to emerge.

He said the restructuring improved effi-
ciencies at every level, contributing direc-
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SUPERMARKETS
PIPPING PICK ‘N PAY

Maybe it's the advertising agency. Maybe
it’s Raymond Ackerman’s non-stop booster-
ism. But Pick 'n Pay continues to hold on to
its image as the cheapest supermarket. The
only trouble is, the facts no longer fully
support it.

Pick 'n Pay may have once been the smart
shopper’s best friend but now all three of the
big chains charge roughly the same prices.
“A few years back, Pick 'n Pay was by far
the cheapest store and Checkers the most
expensive,” says Housewives' League vice-
president Sheila Lord, “Today, prices (for a
standard trolley of groceries) differ only by a
few rands. We advise people to shop at the
nearest and most convenient store.”

A look at four sutveys over the past two

years shows that both Checkers and OK
Bazaars have upstaged Pick 'n Pay in the
price stakes at various times:
[J A survey by the independent
consumer watchdog prices a bas-
ket of 100 goods at the three
chains every month. Since No-
vember 1989, Checkers has
turned in the cheapest monthly
average at R359,05. Pick 'n Pay
came in a close second at
R360,07 with OK slightly higher
at R362,96.

Goods on this list include a

wide variety of food and other
items but meat and fresh vege-
tables are left out. Lord says this
is because independent butchers
are generally cheaper and the va-
riety of grades and sizes make
vegetables hard to compare. This
survey is conducted only in the Roodepoort-
northern Johannesburg area.
O In another test conducted by the league,
the 1990 Shopping Basket surveys, Pick 'n
Pay came out tops. Checkers was second
with OK following close behind.

This quarterly survey is taken nationwide

but prices a much smaller sample — only 28
basic items. These include dairy products,
bread, mealie meal, chicken, detergents, cer-
tain tinned foods and toiletries, but again,
meat and fresh vegetables are excluded. The
survey ranks individual stores and, in the
December sample, the cheapest cbain store
was the Westville Pick 'n Pay. Four of the 10
cheapest stores were Pick 'n Pays, three were
OKs and one was a Checkers. The rest were
independents. The price of a basket at the
three big chains’ cheapest 37 stores fell be-
tween R79 and R89.
O In a survey conducted by the government-
run SA Consumer Council, OK Bazaars pips
its rivals as the cheapest storc. The survey
totals the cheapest prices of 10 items every
week and is limited to basic dairy products,
chicken and a variety of meat.

This basket of goods cost an average of
R76,17 a week at OK, R77,21 at Checkers,
and R78,08 at Pick 'n Pay from November,

P

when the survey began, to February 5.

O In July 1989, Checkers was found to be
the cheapest store in a survey conducted by
Ibis Marketing Information Service of Jo-
hannesburg on behalf of the council. A bas-
ket of 119 items was priced in 112 stores
throughout the country. The average for
each chain was: Checkers, R429,51; Pick 'n
Pay, R443,27; and OK, R443,46.

These surveys don’t sit well with Pick 'n
Pay’s Ackerman. He claims that prices dif-
fer substantially among the three major su-
permarkets and that Pick 'n Pay remains the
cheapest overall. He also questions the sur-
veys' methodology. “One needs to price at
least 500 products to obtain a worthwhile
result. In the US, surveys analyse 5000
items to obtain accurate comparisons.”

Ackerman says his claim that Pick 'n Pay
offers the lowest prices is based on in-house
surveys that compare 500-1 000 items regu-
larly. The chain’s ads tout Pick 'n Pay as a
“discount supermarket” and announce bold-

Pick 'n Pay ...
overtaken by rival trolleys?

ly, “Don’t pay more, come get more.”

But Checkers MD Sergio Martinenge
agrees that prices differ very little between
supermarkets. “The market has become
fiercely competitive and we no langer see the
big price differences of five years ago.”

He says that while convenience and qual-
ity are important to consumers, price re-
mains the most decisive criterion. “A good-
looking store is not enough. Prices will
remain keen for some time as competition
continues to expand to include stores such as
Shoprite and Spar.”

Ackerman does admit that the industry is
becoming increasingly competitive. “With
less cash arcund and the use of credit in-
creasing, supermarkets will feel the pinch,”
he says, referring to the race for supermar-
kets to link cash registers directly to electro-
nic banking facilitics. He also sees a trend
towards value-added products (the gourmet
items Woolworths and Pick 'n Pay now fea-
ture) and environment-friendly products.

But while the supermarket chiefs debate
who's cheapest, consumers continue to foot
higher bills, Food prices jumped 15% last
year, according to the league, with Checkers
raising its prices by 17,6%, Pick 'n Pay by
14,6%, and OK by 12,9%. ]
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Will the surgery that Tradegro MD Donald ! dency not to listen. It seems one must first
Masson is now carrying out at its Metro get cross to get a reaction. We will now have
subsidiary have the desired results? Over the to take the pain before it is going to get any
past couple of years there have been numer- better.”
ous attempts to refocus and lift earnings Masson and his management team are
back on to a sustainable growth path. Given busy with a rationalisation plan, to restore
Metro's latest performance, it would be un- the focus on the core cash-and-carry busi-
derstandable if investors view the present ness. Fairways Retail and Trade Centre
efforts with some scepticism, Hyper will be kept in Metro’s portfolio, but
After the rationalisation of Jazz, Dee Bee the Frasers mining stores will be sold, as will
and Fairways into a single entity called Fair- some other businesses.
ways Reltail, Masson, who is also executivc Metcash’s five operating regions have
chairman of Metro, was confident in his been reduced to only two. About 10% of the
1990 review that “losses should be a thing of 14 700 labour force will be retrenched. Mas-
the past.” The interim figures for the 1991 son expects operating overheads will be re-
year show the task is far from over. duced by some R30m, and inventory and
A disappointing performance at Fairways debtors will be R100m lower by year-end.
Retail, with poor showings by the Frasers Some of the measures have taken effect. At
wholesaling and Trade Centre Hyper whole- year-end net borrowings of R59m were well
saling divisions, reduced group operating above the previous yeat's R37,5m, but had
profit by 31%. The previous interim’s been reduced from the average levels prevail-
R15,4m attributable income swung into a ing during the six months. )
R342 000 loss, achieved on turnover of Management succession remains a prob-
R2,1bn — a sad showing from a group that lem for Metro. When previous MD Tony
for years produced consistent growth in | McDiarmid resigned some months agoe for
earnings. 1 personal reasons — barely 18 months after
High levels of inventories and debtors | his predecessor Cecil Smith left (with the
throughout the period were financed by in- | same explanation) — Masson became
creased borrowings, and the interest bill more | executive chairman. But he is also to leave
than doubled from R8,4m to R20,3m, Mas- 1 the group once the proposed unbundling of
son reckons stocks were some R70m-R80m Tradegro has been completed by end-June.
above the optimum level. He says manage- In addition, financial director Stephen
ment simply did not control the situation. Hochstadter will be leaving in mid-March,
“THerg is no such thing as a bad business, to join Smith and former Metro financial
it is all bad management,” says Masson. “In director Alan Sack.
a bigfbﬁsiness lik& this people have a ten- So Metro is looking for an MD and a
i —— financial director. Masson says Tradegro has
94 « FINANCIAL'MAIL « MARCH » 1 + 991 potential candidates in mind to take over the

GOING SOFT

Six months to Dec 23 Jun 30 Dec 29

39 0 90
Turrover (Rbn) ...... 1,73 1,76 2,14
Operating prof (Rm} 37.9 33.4 25,9
Atwib profit (Rm) .. 15,4 12,0 (0.3}
Earnings (€} ..oooeee 23,6 17,7 —
Dividend (c} .......... 10,5 10,5 —

helm. An announcement is expected in the
next two to three months.

The share has been in a downward trend
since October 1987. The 7,9 earnings multi-
ple is half the retail and wholesale sector

average of 16,6. Gerhard Slabber
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Pephor's purchase of 47% of Smart Centre
Holdjngs (SCH) for R31m from Tradegro
marks the end of a long quest. For years,
Christo Wiese, controlling shareholder ang
chairman of Pepkor, has been looking for a
credit-based retai operation that meets hjs
requirements, :

The opportunity arose because of the pro-
posal by Sankorp-controlled Tradegro to un-
bundle its retailing and wholesaling inter-
ests.

Wiese considers SCH a clearly focused
operation that targets a definite market
niche. It comprises three divisions: the large
and widely spread Smart Centre chain, and
two smaller operations, Kappa, which Wiege
calls a valuable brand name, and Patrick

Daniel. Each trades in its own niche and
serves specific customers, mostly black,

‘1 The intention, says Wiese, is to expand
i business as quickly as possible, with most of
| the emphasis on Smart Centre, Wiese is
i clearly impressed with the potential in the
' group, which has “a well established track
! record, a credit policy and well-tried systems
b and very good management,”

N During the past two years Wiese has eval-
f  uated and rejected the possible merger or
; acquisitig};;‘ by Pepkor of other candidates, |
/

!
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ing a'cti’\.:‘x'ties, from sourcing from Pep’s fac.
tories, ffom the praperty and from datg pro-
cessing,

Neither Tradegro MD Dap Masson, who
negotiated the deal, nor Wiese will explain
how the price was struck. Masson does say
SCH’s net worth is about 177¢, close to the
195¢ per share price (including 2 3¢ end-
March dividend.)

Wiese is floncommittal about EPS for the
year to end-June bug Says real growth is
expected. I understand that second-half EPS
Wil probably pe about 7c, after the first-

half’s 21c. If tota) EPS are assumed to be
about 28¢, that Places a forward p:eof 6,8 on
the deal, ‘e .

Funding details have yet to be established,
and will probably only be clarified when the
offer is extended to minorities, Pepkor is
likely to end up with about 60% of SCH’s
equity.

Pepkor is apparently enjoying positive
cash flow that shouid boost its cash balance,

holding could sti]) be standing around that
level even if Pepkor lays out R50m cash for
60% of SCH.

Pepkor is known to be interested in some
smaller Tradegro operations, and particular-
ly the break-up of D& DY Frasers,

Gerald Hirshon



Boycott starts:
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‘ The 100 0040- strong community
of Sasolburg’s Zamdela town-

bnsmesses yesterday in a bidto™ "
win' the ‘réinstatemént -of '867:

‘Ia,,. tw}m
, A H

b

R
gb\* 10¢ tein’ confxrmed thel
,ysackmg inleg7. VTR

- The. rulmg reversed: an ear—
11er deciston by the Industr;al
Court that the strikers be rein-
stated unconditionally.

The Appellate Division’s rul-
ing triggered accusations by
township-Tepresentatives’ that
.the judicial system “tends to fa-
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ship launched a boycott of white -

- striking workers fired by Ssol Zhr
{33@%} trek, to-

over sa :

vour the emplo TS rather than
"the’ workers”

“The ¢onsumer boyeott will
affect all white businesses in

it s'tatement annouricmg
‘the hoygo

\ Approached for comment,
"fSasol ‘sp’okesman Jan Krynauw
.treferred 40 the Appeal Court

fruling, wli: .

4 He: added*%that the company

pld not- wlsh"to comment on the
}boycott o S pa.

~ Sasolburg-to force them to put

ressure: \asoL;One and Nazil,
i %{ Bt ol i’?{fnléEle i
ithe Sasel. €1 Sitp- [

:Eosor nat%ig Co%mittee
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Small retailers as wild

BREAD wholesalers have expressed con-
cern over mark-ups by small supermar-
kets and corner cafes after the removal of
government’s bread subsidy and price con-
trol on bread last week. .

They fear that smaller re jlers in areas
with little competition might substantially
inerease their prices, thereby reducing the
demand for bread. . :

Fedfood senior GM Johan Brand said the
group was concerned that there were no
regulatiggs as far as gegt}r‘?l trade was
concerned. § | P

Following l govem#llent’s llnoves. the
wholesale price for bread would generally
goup from 116c¢ to 118¢ for white bread and
from 101¢ to 105¢ for hrown bread.

However, Fedfood had found that some
retailers were selling brown bread for 130c
a 10af and white bread for 140c a loaf since
the removal of the subsidy. -

If there was consumer resistance tosuch
increases, there would be a dramatic drop
in sales which would affect the wholesal

" er's volumes, as the wholesalers’ levels of

profitablility were yolume and not price
driven, Brand said.

However, consumer resistance might
force retailers to drop prices.

Although the major supermarkets had
dropped their prices, Brand said this could
only be a temporary measure.

When government agreed that the bread

mass could be decreased, it was thought

-weight of a bread loaf from 850g to 800g

{he price conld remain at its existing level.
However, factors such as the increase in
the fuel price. made this impossible, and
wholesalers increased their price to recov-
er for the loss-of subsidy and to adjust for
price escalations, he said.

Premier Food Indusiries MD Willem de
Kok said that to minimise the price impact
on the consumer, the reduction in the

would give the same number of slices and a
better quality loaf. .
However, the unknown factor was the
retailer’s, who were previously restricted
toamarginof&caloaf.Nowthatthishad
fallen away, they would be entitled to take
whatever mark-up they wished, he said.
De Kok said the wholesale price for
hrown bread wouid be increased by 6¢ a
1oaf, which was lower than the 7,%¢ subsidy
which was removed, and while Premier’s
profit margins had not been increased,
there were interim cost increases for fuel
and wages. Ce el
Tiger Oats public affairs manager Pat-
rick McLaughlin said the removal of the
subsidy would result in increased competi-
tion due to overcapacity in the industry,
icularly in major metropolitan areas.
“Piger welcomed the return to a free
market system,” he said.

JES—



Appeal for mo@or' on
Nata] educatio jo#llosses

COMMERCE and industry have . R Crisis which resulted in 5 working
called for a moratorium on the L__Business Day _“omr ] group being set up to work towards
scrapping of more than 2 (g9 of House_ of Assembly will be lost. the development of 2 new education
the 5000 posts in the Natal Edy-  “Prisec has go guarrel with logical  er for the country,” the statement
cation Department unti] sych ;“‘“"?f totvivarfds auhii"‘-"'eas,‘;g staff-  said,

; 3 bupil ratio for white pupils, espe- ;

lt;n:: ;Isazeflew education system cially if this s seen as g § evice for It added it was already clear that

i Y < p when a new system was devised it
: al reduct
The weekend appeal was made ?lf;ng;igeﬁomg::gbly hiug‘;lll?gt?(f would not be based oy the present

through the office of the Private Sec-  for black pupils.” form of racially segregated educa-
tor Education Council {Prisec) whose However, it said, any decisions tak- gggnd;gzrﬂt?tt:uas iﬁ? ‘s::}:lt'?rinn lz;g
members inelyde Sacob, Seifsa, the en in respect of education must con- Y Llogi

and the Chamber of Wwhole education system is to be cgp. 100 and the Group Areas acts. )

Prisec said it noted “with grave fronted as a resu"{ts of political and It said it would pe a tragedy if
concern” the announcement arising constitutional developments. highly qualified and dedicated white
from an émergency meeting between It said at the opening of Parlia- teachers were driven from the sys-
officials of the Natal Education De-  ment on February 1, the President tem at a time when they would be
partment and the Natal Teacherg announced government's intention to ~ able to work with a Inuch wider sec-
Society held late last month, rationalise the duplication in map. tion of the sehoolgoing population.

“This stated that more than2 171 of agement of state departments, in- The statement addegd that becayse
the 5 000 posts in the Nata] Education cluding the education departments.  of the declining numbers of white
Department will ke slashed while “On Monday February 26 1991 the pupils, further valnaple school build-
thousands of posts in the Department  State President's and the ANC dele-  ings would be lost to the education
of Education and Culture in the gations met to diseysy the education system,

Afrikaanse Handelsinstitunt, Bifes sider the changes with which the 2bSence of the Population Registra-
Mines, .
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interest. bill
‘BEVERLY HUCKLESBY
+TRABILD; the: Laudium.
-based: wholesaler and, re-
tailer, of . fabrics, curtaing

and ‘]iglg_t‘fittir;gs.,, showed a

49% decrease in earnings a
‘'shate to 4,1¢ (8¢) in the year
{to end-December, -

. A dividend of 2¢ an ordi-
‘nary share was declared in
' additioli "t 4.27¢ ‘a_prefer.
.ence share, (30 ).

- ‘Turnover rose L 23% to

R58,8m (R47,7m) with oper-

ating income up by 18% to

R54m (R4,6m)~ -~ .

The drop in attributable
earhings fo 'R15m {R3m) -

was the result.of a 2619

increase in the interest bil

to R3,7m (R1m), due Imainly
to the running costs and fj-

‘hancing ‘of carding/duvet .
j manufacturing plant Wol-
'man & Co. The group’s
! long-termliabilities more
 than doubled to R3,1m from

(Riilm) at'the year-end, -

.Chairman Riyaaz Tayob
said Wolman & Co demand-
~ed high levels- of stock

‘which had fesulted in the

increased-interest bill, but

that stock levels were being
reducéd to ‘more accept-
able levels,

.. Interest should drop in

* 1991 as borrowings dropppd
“in the last quarter of last

year and will continue to

decline .in the first .8ix

months,” - .

© ‘A new division'is to be

added to bolster' turnover

Rationwide, MD ‘Abdyl

Tayob,added. v
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IN line with our Nation Building
Campaign Sowetan Business today
starts a series of lectures on how to
draft a business plan. Today LUCAS
NTULI looks at why small businesses
are regarded as important. ]

THERE is a growing
recognition that decision
makers in this country
are facing formidable
challenges which call
for far-reaching
sirategies, .

In the short term, at
least, there is a great
need for creative think-
ing in order to creale
jobs for millions of un-
employed people in this
country.

The problem is such

" that companies can no
longer absorb the pool
of the ever growing

| number of the jobless.
There is also little hope
that formal ~job op-
portunities will be any
more  plentiful from
these companies in the
near future.

It is therefore essen-
tial that a great number
of economically inactive
people are encouraged
to become active players
in our country’s eco-
nomic issues.

This should take the
form of encouraging
them to become capable
entrepreneurs in order to
create jobs for them-
selves and others.

The growth of the
small business enterprise
is one of the most im-
portant future sources of
employment in South
Africa. It will also be es-
sential to the long-term
economic development

of the country. .

Small business de-
velopment in South Af-
rica is pivotal to a
prosperous  society. ‘It
can also be in a position
to meet the growing
needs of its expanding
population.

Whatever the dwerse
aims of people of South
Africa, without econom—
ic erowth everything
else that people want
will slip out of reach.

Small business is
geared 1o grow, particu-
larly where it matters
most - provision of
employment for the
large number of people
entering the labour
market,

1t is for these reasons
that small businesses
find themselves in an
unaccustomed  position
of being regarded by the
Government and by big
businesses as very im-
portant. y

The most dlsmrbmg
point is that many of
these small businesses
fail after having coped
with the perod of
“survival.”” On closer
examination, it has been
proved that failure in-
stead of success and
growth is mainly due to
lack of planning before
going into business.

~ * On Thursday Ntuli
will look at how a busi-
ness can be planned.
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FASHION retmler Truworths is dis- [0~ éw R by 7 Lt -
tributing almost 3-million copies of its = : G sl MA;'(,:?:\“KLEIN P —1;‘: .

new home shopping catalogue, Lead- . 'CE of the London tirm Nigel Swabey

ing Concepts, in what it believes to be §4id in an interview yesterday that mail|

the biggest launch of a speclahty = order had
! grown dramatically in' Britain
home shopping venture in SA. /. hwwl'ecenﬂy dnd now contributed about 9% of
Tn(xiwg;thg part of th;af Wooltru Group, ‘non-food retail sales. g e
intends the division to offer customers an - Vet
additional way of purchasing, and to reach “ aggl’tﬂlnaf: p?s?tﬂsgvr:g;héa:idathgﬁtggdﬂ:
a broader specirum of the consumer-mar- " tion of a major player like Truworths into

ket, says MD Eddie Parfett. .-
“Although finely focused, the new pubh- :Jnlgtlyoxzdg ‘?}mﬂd give i.tma new resgecta

cation will offer the middle to upper in- ; The new dmsﬁn wiil aiso ﬁaére”'; @ glft

come consumer products that are largel h
unavailable at rgtall outlets, & y mg service”,, through “whiclr direct mail

The Leading Concepts catalague will be : products can be 3ent.all over the world.
sent to Truworths's account holders and ~ 1t also offérs potential for‘export, and
will also be distributed via inserts jp - Suceessful products made in SA may go to
various publications, 3 Britain to be sold by direct mail, ¢

The announcement of Truworths's ven- . . Truworths has also pened a whalesale
ture follows a commercial arrangernent * division fo handle requuts for wholesale
with a major London-based international , buying from its catalogues. & L
home shopping eompany. ,i' Leadmg Concepts wﬂl imtlally offer

In terms of the arrangement, Truworths > high-tech consumer electronics, home,ac-
will now have accessto a widerange of the  cessories, kitchenware, Jewellery, home
latest high-tech and consumer products | textiles ard apparel. Orders received will
available worldwide, * be despatched within 48 hours, :+ e«\-- -

i - —
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MOST of SA’s major retail chains have
already positioned themselves in the
v vicinity of black townships, but they
- have been “sitting on the fence”,
: watching and waiting before making
: plans to move in.

Despite President F W de Klerk's confir-
: mation that the Group Areas Act is to go,
.most retailers have not made plans to
* 4 move into black areas, according to Perry
& Associates partner Neil Ross.

He said the position was very sensitive,
¢ and while the opportunities in the black
-areas were substantial, “they could be
‘accompanied by a degree of uncertainty at
*  ;the present time”,

Checkers MD Sergio Martinengo said
‘the chain had some stores in homeland
' .7 aréas, one of which was burnt down during
. -_#-the unrest whieh followed the Ciskei coup.
1 These stores were 50% owned by homeland
development corporations and 50% by
:Checkers, .
- The group was locking for opportunities,
but there were some problems associated
% with going into black areas. These included
£ finding developers or financial investors,
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insufficient security and lack of infrastrue-
turein certainareas. : ..

Supermarkets’ normal trading hours
were also a problem,
residents left for work
late in the evening, .

Martinengo said the view had been ex-
pressed by township mayors recently that
the big retailers should come into the black
areas, as money from Soweto was going
out to the city. The communities “did not
want the white areas ‘to siphon out the
funds from Soweto”. -

However, retailers would probably re-
main hesitant until they were assared of
sorne security.

Pick 'n Pay director Gareth Ackerman
said the group would “not go in at any time
until we had spoken to the local communi-
ties”. Any decision would be a’ business
decision based on each separate operation.

OK director Melville Pels said the move
into the black areas would be “a natural
development for retailing groups to seek to
service the black community”,

ear]y and returned

as many township-

™

vary o

Bto 317).

Restrictions would have to be removed
and financiers would have to be ready to
make an investment, he said, “but retailers
would need to know that they are wanted
and not regarded as intruders”,

Spar already operates in black areas as
it acts as a voluntary group and all its

storesare independently owned.

Marketing director Brian' Beavon said

-the market would change with the removal
- of the Act, and competition would become

greater. Spar would welcome this, he said.

However, Beavon did not think major
retailers would “go rushing into the
townships”, because of security problems.

In the past, some Spar members’ stores
were burnt down, but the group conscious-
ly made an effort to ensure it was not seen
as “a white front”,

A Spar member owns his store and takes
100% of the profit. The Spar organisation
provided a means of assisting black retail-
ers, who make up 10% of its metnbers, :

National African Federated Chamber of
Commerce (Nafcoc) director Sheiks Mak-
hado said while he welcomed the scrap-

2
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nships

ping of the Act, retailers in the black areas
would not benefit,

He felt black traders would not be able
to compete on an equal footing with white
traders, who generally had “the money and
the expertise”.

He said there shonld be legislation to
protect the black traders. This could in-
clude giving black traders access to funds
or an offer of shares,

There would have to he a definite plan of
affirmative action from government to
ensure future black participation in the
economy, said Makhado.

However, African Couneil for Hawkers
and Informal Traders (Achib) general sec-
retary Francis Moleko said the local re-
tailer’s business would not be taken away
by the big retailers as competition would
be increased. Most of the smaller traders
had specialist shops which offered a
particular service, often outside normal
trading hours. v

This view was echoed by Mapinya group
director Richard Maponya, who added that
some thought would have to be given to the
development of small traders,

——




With an emphasis on product,
price and ambience Shoprite has
been able to build market share
pretty steadily over the past 6-7
years. .
It is almost a carbon copy of
the marketing strategy that has
enabled Pep Stores to dominate
- its target market — the middle
lt{o lower end of the clothing mar-
et

Both belong to the Pepgro sta-
ble and their sustained achieve-
ments represent one of the few
examples where a manage-
ment/marketing sirategy has
been successfully extended from
one market segment to another,

In 1979 Pepgro bought Shoprite
{(an 8-store food chain} and set

_ about applying the same formula
that had produced so much profit
for the Pep Stores clothing chain.

Two of the eight stores were
closed. The new management
went for growth, mainly organ-
ic until last year's acquisition of
Grand Bazaars which had 27 su-
permarkets.

This shot the number_ of Sho-
prite stores up to 75 but within
a relatively short time four of
the GB stores were closed be-
cause they did not fit into the
Shoprite mode or were not in
suitable locations.

As Shoprite MD Mr Whitey
Basson points out: “When you
build gradually from zero to 40
you know what you have and
try to nurture it all, but when
you have 75 you can afford to be
more choosy about what is kept
in the poitfolio”.

According to Mr Basson he will
be looking closely at all the stores
and particularly closely at the
older ones to ensure that they still
meet with the changing require-
ments of the market and manage-
ment. : . A

. “T would like to have a nice
clean business within 12 months.
And when everything has been
streamlined, the company will be

- bullet-proof in terms of profit.” .

Over.the past five years or 0,
Shoprite has built up its market
share, chiefly at the expense of
Checkers and OK who are the
gOminant players in the C-D mar-

et. -

Despite its relatively high ex-
posure.to low margin food (usual-
ly around 80 percent of turnover),
the group’s ratios appear to be
the tightest in the sector with
operating margins of 2,76 percent
in financial ‘90, The comparative
figure: for, Checkers is 0,48 per-

cent, for, OK it is 1,62 percent and
for Pick"n Pay it is 2,58 percent.
As with all the chains over

' the past few years operating

| .Ssh;’(;’;l.)l"it'e cashes.

on Pepgro’
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margins have been squeezed a
Shoprite. This is largely attribut:
ed to increased shrinkage (partic;
ularly in the past 12 months).and
to a lesser extent to the need to
meet higher wage demands. , |
Shoprite’s shrinkage experiencd
is believed to be significantly
above the industry norm. Part of
the explanation is the group’s.pro
portionately greater involvemen
in the lower end of the market. * |
Mr Basson says the issue ig
being addressed through.ima-
proved management control sys;
tems and industrial relations poli4
Cles. R
Although management is busy
bedding down 70 stores, longer:
term Mr Basson helieves that
there is room to grow to 130-144
stores. (At least one analyst be:

lieves that Shoprite might take on
board some of the Checkers!
stores.) . I

According to Mr Basson)
“Johannesburg CBD and the, sur+
rounds are slightly over-traded
but there is growth potential in
Natal and in parts of the Eastern
Cape”. ' o

Growth potential will have o
wait until Shoprite’s gearing
moves back below the 50 per4
cent limit imposed by group poli3
cy. Despite having to take somie
exposure to properties, Shoprite’s
gearing was minimal ahead of]
the acquisition of GB. It subse]
quently shot above 80 percent.

The fact that there is less neéd
for Shoprite to-develop its -own
sites (reflecting the ‘growing at+
traction of the outlets) will help fo!
relieve the pressure on financial
resources. But managementwill
have to turn the GB stores to.ac-
count quickly in order to-ensure 2
significant reduction intgearing.
Analysts also believe that-asrights,
issue is on the cards. R

In terms of operating perfor-
mance, Shoprite deserves better]
than its current 330c. That it aps
pears to be stuck in-a trading
range of 250c-350c is attributed
to the shortage of scrip avail-
able for trading which in turn isi
attributable to the very high
stake that parent Pepgro holds
— 79,4 percent. . - t

thit

The positive side of this is
there is considerable scope for!
Shoprite.to have:a: rights issue
without threatening Pepgro’s con-,

|

trol position. - !
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LOSSES at troubled Checkers and Metro
were the main cause of retail-wholesale
giant Tradegro's 23,1% decline in fully di-
luted earnings to 6¢ (7,8¢) a share in the six
months to end-December 1980,

Checkers posted g pre-tax loss of
R467 000 (profit of RSm) after a 7,5% in-
crease in sales to R1,7bn (R1,6bn),

The Metro Group’s pre-tax profit plum-
meted by 80,9% to R5,6m (R29.5m} on a
234% increase in sales to R2,1bn {R1,7bn),
Attributable losses were R325 000.

Wholly owned subsidiaries Checkers and
Coregg‘op would be the only two companies
to remain in the Tradegro fold foliowing
its proppsed unbundling, which it ap.

nouncéd formally yesterday. The Tradegro .

name is to change,
The announcement said consideration

was being given to distributing Tradegro’s
and holding company Tradehold’s assets,
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The unbundling would follow distribu:
tion of surplus cash and “certain inves!::.
ments” to Tradegro and Tradehold sharé-
holders after all liabilities had been paid.
In the six months to December, Trade-
gro's sales fell by 16,7% to R4,2bn (R3,6bn),
O To Page 2 ol
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Tradegro BV

and operating profit decreasmy 14,8% to
R70,2m (R82,3m).

he interest b was 27.1% higher at
R27,3m {R21,5m) and 3 289% lower tax
burden of R17 3m (R24,3m) saw profit after
tax 30,1% down af R25,6m (R36,5m).

Interest-bearing debt increased by 45%
to R124,6m (R86m),

Attributable Profit declined by 22,6% to
R112m (R14,4m) but other than Checkers
and Metro, all the Eroups performed well,

E Donald Massan said,

In terms of Tradegro’s divisions, retailer
Smart Centre — bought last month by
Pepkor — posted a 27,6% increage in pre-
tax profits to R159m and a 40,2% increase
in sales to R101,1m (R72,1m),

7 ——
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Building materials supplier Cashbuild’s
Pre-tax profits increased by 272% to
R8.8m (R6,9m) while sales increased by
22,2% to R198,8m {R161,0m).

Coreprop, which holds Tradegro's prop-
erties, posted a 16,6 rise in pre-tax pro-
fits to R4,1m (R3,5m) and Tradegro report-
ed 2 pre-tax profit of R4,7m (R4,6m loss).

Despite the decreased earnings, Trade-
8ro Group maintaineq its interim divideng
of 5¢ a share.

Tradegro’s undiluteq earnings showed a
loss of 020 (a profit of 0,8¢) a share,
Holding company Tradehold posted 3
3,8% increage in fully diluted earnings to
2,7c {2,6c) a share,

O From Page 1




Nafcoc ts halt to |
By Michael Ches used or under-utilise 5

Black business leaders
launched into the land
controversy yesterday,
with demands that the
Government intervene
with an immediate
freeze on buying and
selling deals by specula-
tors until new rules on
iand policy have heen
ironed out. Gige YA H\AY

The National African
Federated Chamber of
Cornmerce (Nafcoc) ar-
gued that the free mar-
ket system was unable to
guarantee an equitable
redistribution of land be-
tween blacks and whites
and that State interven-
tion} was crucial.

Nafcoc also pressed
the,Government to iden-
tify and acquire all un-

urban and rural land and
redistribute it to the
landless to put to prod-
uctive use.

A full package of ree-
ommendations proposed
that “as an act of good
faith” the Government
should take immediate
action to list all of the
tand seized in enforced
black removals in recent
years and ensure it was
returned to the legiti-
mate owners.

‘“The 87 percent or
more of land currently
under white control must
be transferred for busi-
ness and other product-
ive use to the 84 percent
or more of the popula-
tion who are unable to
productively use it,” said
a statement.

Is

Economic research
unit director Vincent
Phaahla said: “That does
not mean the expulsion
of white landowners.”.

The official Nafcoc
statement added that all
so-called Trust Land
must be transferred to
landless communities,
with consensus on proper
allocations in rural
areas.

Chiefs who had been
rewarded with Trust
Land farms “for co-oper-
ation with the racist
apartheid regime” must
be forced to share their
land. Trust Land that
had been allocated to
homeland governments
should be sub-divided
into private farms and
sold or leased to individ-
uaE black farmers.

d
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Red tap
spell d

BLACK business on
the Reef is facing col-
lapse.

A smap survey by
Sowetan Business has
shown that the reluctance
by financial institutions to
grant Jloans to black
traders and the termina-
tion of essential services
by local authorities as a
result of rent boycotts
have coniributed to the
plunge in sales and prof-
its.

With the imminent
scrapping of the Group
Arcas Act and the emer-
gence of large super-
markets on the periphery
of black residential areas,

By JOSHUA
RABOROKO |

black businessmen are
bracing themselves for a
bleak future.

The emergence of the
informal sector has aiso
compounded the problem.

The number of haw-
kers and spaza shop
owners is estimated at
about 12 000 on the Reef
alone,

‘“We are on the edge
of a precipice and unless
something dramatic hap-
pens, we are all going to
be forced to clese down
our businesses,’” the pres-
ident of the Southern
Transvaal Chamber of

Commerce and Industries,
Mr Joe Hlongwane, said.

Hiongwane, who is
also senior vice-president
of the National African
Federated Chamber of
Commerce, said the death
knell might affect black
business countrywide.

A high-powered
delegation  of  black
businessmen was intend-
ing to see Slate President
Mr FW de Klerk and
Minister of Finance Mr
Barend du Plessis to pres-
ent a list of grievances,
Hlongwane disclosed.

He said major finan-
cial  institutions were
reluctant to grant loans to
blacks because ‘‘we are

e and

iIsast

30

often regarded as risks
whereas other races get
assistance easily”’.

*“The boycott of rent
has caused local
authorities to cut off ser-
vices to businesses in the

townships.
“We are told that
traders have to pay,

despite agreements enter-
ed into between them and
the civic associations
regarding the payment of
arrears.

““The authorities have
left us out of negotiations
regarding the payment of
these  facilities.  The
termination of services
has greatly affected our
operations and we are

facing  prospects of
closure,”” he said.

For instance, Soweto
businessmen have been
told to pay their rents or
face prosecution because
they were not covered by
the accord between the
Soweto Civic association,
the TPA and the mayors
of Greater Soweto.

The accord provided
for the writing off of the
R515 million arears on
rental and services for all
residents.

Businessmen in other
PWYV areas hit by the rent
boycott have received
similar letters from local
authorities.

An appeal has bcen

oycotts

or traders

made by theit chambers
to unmite in their fight
against the exclusion.

The president of East
Rand Chamber of Com-
merce, Mr Joshua
Nyamane, said several
shops had been forced to
close down in Tokoza be-
cause services such as
electricity had been cut
off.

Businessmen in other
East Rand townships
feared that drastic action
would be taken against
them by the authorities.

Hlengwane said cham-
bers would consult with
civic associations and
other organisations in a
bid to fight the rent ques-

JOE HLONGWANE

tion.

The scrapping of the
Group Areas Act would
add salt to the injury
while the mushrooming
of spazas was a serious

affliction, he said.
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Tradegro s ‘e (7 8¢) a share earn-

ings for'the dix months-to end-De-
_cember arein line with the mar-

ket's poor expectatmns for this
- retail giant. -

“With Metro's disastrous figures
released last week all that had to
be confirmed was the extent’ of
the damage at unlisted Checkers.

" Although extensive, the damage
at pre-tax level‘'was a little short
of expectatlons for ‘a’ R1 million
logs, On a turnover of
R1,697 billion-Checkers reported a

) pre—tax loss of R467 000 — plum-

meting from the R million pre-

tax profit earned in the six

months to Decembeér '89.
Tradegro has ‘declared an un-

changed interim dividend of 5¢

which looks extremely generous
compared with the earnings fig-
ure but is to be expected in view
of the fact that the group is about
to be unbundled, ,

An announcement accompany-
ing the Tradegro results states
that “consideration is being given
to distributing the assets of Tra-
degro and Tradehold”, After the
payment of all liabilities Trade-
gro and Tradehold will distribute
to their respective shareholders
“Tradegro’s. surplus cash re-
sources and certain investments.”

Tradegro’s remaining’ assets
will then be Checkers and Core-

prop.

The disposal of Coreprop's re-
maining properties (estimated to
be worth dround R35 million)
could be achieved by June, The
proceed§ from this and the ex-
isting cash of over R50 million
could theii'beé used to repay pref-
,erénce éhare

“In additlof’i
majority shareholder Sankorp is
currently’ involved in' discussions
relating to the sale of 100 percent
of Checkers, If this'is achieved

. then Tradegro may ceage to exist

"~4nd Sankorp* will be Teft ‘with

sorme small holdings in a few re-
tail operations. (Metro is set to be
considerably trimmed down).

A break-down of the figures
for the sixmonths to end-De-
cember spovg that yet agdin Tra-
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degro’s weak perfonnance is due
to the very poor performances ré-
ported by its major operations s+
Checkers and Metro;, - 1
Group sales were up‘16,7 pen
cent to R4,2 billion (R3,6 billmn)
Operating profit dropped 14,8 per-
cent to R70,1 million (R82 3 mil-
lion), interest payments-were up
27 percent to R27,3 million
(R21,5 million} leaving pre-tax
profit showing a 30 percent drop
to R42,8 mitlion (R60,8 million). s
Taxed profit was R25,5 million
(R36,5 million). ‘Attributable profg
was down 22,6 percent"ti

There was an extraordinary loss

of R3,2 million‘compated with the
previous interim’s extraordinam
loss of R19,} million, h

Referrmg to the figures, thed

directors noté that Checkers did
not achieve its target’ margi
and this, together with'low salbs
compounded the loss of profits.

Checkers' sales were Ap by 15
percent which reflects a’ drop in
volume and indicates that Check-
ers has lost market shar:

Industry sources sugﬁgest thrﬁ
calendar '91 continues to be tough
for Checkers, with budgets not
being met, - ' LT

Wh1le some of the Checker%!
losses can be attributed to the
si;rxke which impacted in th8
earlyfweeks of the-review-period
d also to-the massive industry-
wide shrinkage problem; thd
strong message from hottom-lifig
performance is that it does-not
matter how many customers
Checkers has coming throughi ita
doors, if current conditions- wegd
to continue, it would-be better te
close down the operation.’ ]

Or pit it under managemeflt
that could make profitable uged
of its assets — including brand
‘hames. ut
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A STONE'S
THROW
AWAY ON
THE CAPE
FLATS

@)

OR THE FIRST TIME 11 the history of
F the Cape Town Festival, a series

of events will be held on the Cape
Flats. A programme of music and dance
featuring khalifa disptays, Malay choirs
and minstrels, will be held at the Joseph
Stone Auditorium in Klipfontein Road,
Athlone, from Kiday to next Sunday,
March 17. okl H3-1313/4

The line-up includestap group Black
Noise, the Langa Adult Choir under the
direction of Duke Ngcukana, jazz by
Gerry Spencer and marimba playing by
Heshoo Bishoo, {SowdlswA¢ ) *

At 3pm on Saturday, Tina Schouw
will perform her jazzyffolk brand of
original music complemented by Bill
Knight's folk rock.

The 6pmslot featuresrap with Black
Naise, Willem Fourie and his blues/
ek group, and Edi Niederlander.

According to Temma Dean of the
Joseph Stone, a wide variety of events
was chosen because the musicians on
the Cape Flats have such different mu-
sical talents to offer.

“QOur great jazzmusicians likeMonty
Weber and groups like Heshoo Beshoo
need to be exposed,” she said.

The Joseph Stone is also hosting an
exciting programme of ballet and
modern dance by community dance
groups like Cafda, Silver Leaf, and
Southern Women. Vadhini, who are
reknowned for their Indian dancing,
Zama Dance School from Gugulet,
and Pace Dance Company will add to
the feast of movement.

“People need to know the range of
cultural diversity that we have in Cape
Town, and danceis one way of showing
this,” says Temma Dean.

BUZZING
While the Stone rocks to the sound of Cape
Town music, the CapeTowncemalbusi-
ness district will be abuzz with activity.
St George’s Mall is to serve as the
site for the largest outdoor ramp ever
built in Cape Town. Each day there will
be 50 fashion displays of the work of
small designers as well as the extrava-
gant fare offered by large retail outlets.
St George’s Mall promises to be the
heartbeat of the festival with buskers,
oral poets, dancers and khalifa perform-
ers in action daily from 10am to Spm.
St George’s Cathedral will host sev-
eral lunch hour concerts by a variety of
musicians. OnMonday, the Capab Wind
Quartet will play music by Danzi, Ibert
and Damase, while on Friday, March
15, the Soweto String Quartet will end
the week of lunch hour concerts on 2
high note with music by Haydn and
Chopin, as well as their own atrange-
menis of African folk music.
TheCompanyGardensinCapeTown
will be the prime site of a talent com-
petition and activities for children, If
you can sing, dance orrap, then you can
enter the young talent competition or-
ganised by Delicia’s School of Music.
Auditions will be held for the following
groups 0-9, 10-14, 15-18. Successful
aplicants will be allocated a heat time
between March 9 and 15 atallocated times
on the Festival Stage outside the South
Afican Museum in the Gardens. The
finals wilibe on Sunday March 16 at 3pm.
To arrange an audition, phone Dely-
cia’s School of Music at 94-2334.0
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in the past had very little

to do with the cosmopoli-

tan culture and characler

of Cape Town. Largely a

promotional event for the
City's bustesses, previous festivals
were, in the words of the Mayor, Mr
Gordan Oliver, “disasters”,

Not only were the festivals financial
disastersbut they alsoattracted the wrath
of Cape Town’s progressive organisa-
tions who boycotted the event because
it wasseentocater orly for the interests
of Cape Town s white business com-
munity.

No atiempits were made to involve
representatives of black communities
in greater Cape Town. The bahning of
the Towards a People’s Arts Festival in
1986 and the involvernent of the South
African Defence Force and the Police
in festival programmes during the State

of Erniergency, onl! edloexacerbale
the hostlllty ﬁ%
This time aro emus

consultations with community organi-
sationslike the Muslim Judicial Council,
the Cultural Workers' Congress and
the Aftican National Congress, Cape
Town’s marching mayor Gordon Ol-
iver,has managedtospearheadafestival
with a difference.

“The aim of the festival isto involve
all the people of the City, especially the
people of the Cape flats and the town-
+ ships,” says Oliver.

According to Mr Omar Badsha of
the Federation of Seuth AfricanCultural
Organisations (Fosaco ), it was agreed
as a direct result of consultations that
Fosaco had observer status on the
Festival Committee. At present the
committee is run by business repre-
septatives and Captour, In addition it
was agreed that the antique festival at
the Castle would be withdrawn from
the programme because it represented
the SADF.

According to festival organiser
Adele Lucas, the consultations have
definitely paid off. “Groups like the
MAPP musicians and CAP are taking
part end we’ve managed to secure a
programme at the Joseph Stone Theatre
in Athlone,” she said,

While Lucas admits that Badsha’s
observer status “practically speaking
did not amount to much”, it is hoped
that from next year community or-
ganisations will be able to handle off-
shoots of the festival in the townships.

John Walter, coordinator of the
Community Arts Project Theatre Com-
pany, said the festival gave CAP’s new
theatre company an opportunity towork

in street theatre.

“Theadvantagesonacompany level
is to get publicity and profile in Cape
Town. Essentially we want to build a

CONIINUED ON PAGE 2
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FESTIVAL
A DIFFERENCE

Saklo ab-wizldy "“'“i"““s F= 30
For the first time, the Cape Town Festival
planners have attempted to include all the
communities of the City in the festival
activities which start on Friday. HEATHER
ROBERTSON investigates why the festival

has been such a ‘disaster’ over the years.
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 tradition of street theatre in Cape Town,™
For Temma Dean of the Joseph Stone Theatre the
festival will bring a wider audience to the Joseph
- Stone. “A Iot of people feel that Athlone is danger-
. ous. The festival gives us an opportunity to expose
3 .our taledit to greater Cape Town,?’ she said.
3 TheMayor is adamant thatnext year there must be
t miore people froni the Cape Flats involved inrunning
the festival. . |
“Idon’t want the communities to be involved in an
i Uncle Tom sort of way, they must be involved in the
? planning from the start,” he said.
+  Mr Vincent Colby, a trustee of MAPP, was less
i optimistic.-“Looking -at it purely in terms of the
benefit of musicians, it’s a good thing. But onehas to

P

ask from a community poinit of view, at the end of the
festival, whoisbetter off? The Mayor, the businesses,
or the people of Cape Town?

Referring to the ANC’s consultations with the
Festival Committee, publicity secretary Mr Trevor
Manuel said the organisation appreciated the initia-
tiveof the organisers tokeep the AN Cfully briefed on
developments around the festival,

He added that it was the ANC’s belief that Jjoint
participation in cultural activity contributed signifi-
cantly to nation building,

“The struggle is not only about things that are
angry, about marches and meetings, about talks and

court cases”, he explained. “It must also be about

things joyful, about sharing, about expressiorn.”

This may be so, but for many sceptics when
Mr Oliver leads the “happy Cape Town festival
march” through Adderley Stieet, it will be but one
small step towards representing the culture of
the City. NN \ -

“If you want a festival of the arts we feel that the
council should play a greater role in funding cultural
activities,” said Omar Badsha.

“At present it grants Rdmillion to the Cape Town
Symphony Orchestra. Tt needs to support other arts
projects on a more long-term basis.”

These are just some of the issues that will have to
beaddressed in the development of whatcould becorne

- one of themost significant events in the Western Cape
\arts calendar. O . .
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BUSINESS

Ney

By Michael Chester

The small business sec-
tor has moved deeper
into the economic main-
stream with the launch
of a R9million multira-
cial industrial and retail
complex that will house
at least 200 new mini-
companies near the
heart of Johanneshurg’s
city centre.

It is the newest and
most ambitious project
yet launched by the
Small Business Develop-

5[4

9-m business ‘hive’ for Jo’burg CBD»

ment Corporation, which
has long been at the fore-
front of campaigns to re-
move the entanglement
of rules and regulations
that shunted the infor-
mal sector to the side-
lines of the business
world.

“We have already in-
vested about R15 million
in the creation of as
many as 400 mini-busin-
esses on the outskirts of
the municipal boun-
daries, but this marks a
significant new high pro-
file in the central busi-

ness district,” says SBDC
manager Terry
McLaughlif.

The complex, named
City Hive, adds to the
network of “industrial
hives” that the SBDC has
established around the
country to provide busi-
ness premises where
budding entrepreneurs
can launch mini-com-
panies of their own
under the guidance of
teams of experts.

It is a three-storey
block only a stone’s
throw away from the

bustle of Eloff Street in
Salisbury Sireet — taken
over from the Eriksen
Ford company.

When conversions are
completed, the three
levels will cover 30000
square metres, equal to
about five rugby pitches
and divided into a bee-
hive of between 200 and
250 mini-businesses.

The ground floor is
being converted into a
stylish shopping mall
lined by stores for make-
and-sell traders — from
arts and crafts experts

to furniture makers and
dress and jewellery de-
signers.

“The fashionable dis-
play windows and store
layouts where shoppers
can browse and watch
the craftsmen at work
promise to give the in-
formal sector an entirely
new image,” says Mr
MecLaughlin, “We're tre-
mendously excited about
the concept — and so the
public will be teo.”

The top two storeys
will be taken over by
workshops engaged in

everything from arts and
crafts, printing and
signwriting, to the manu-
facture of clothing and
footwear.

Also on hand will be
training and support ser-
vices as well as financial
and marketing special-
ists to advise fledgling
enterprises.

“Members of the gen-
eral public, who some-
times think the informal
gsector is confined to
hawkers and street ven-
dors, will be astonished
to see how far the small

business sector has comne
since the old apartheid
regulations started to
crumble,” says Mr
McLaughlin.

“A whole new genera-
tion of business entrepre-
neurs is emerging.

“Moreover, with black
and white entrepreneurs
working shoulder to
shoulder to win a foot-
hold in the economic
mainstream, the entire
operation gives real
meaning to slogans
about a New South Afri-
ca.”
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Pepkor to tak

ploa o

Frasers stores

o
PEPEOR is'to make its second acqmsmon
of a Tradegro company.
Pep Limited, in the Pepkor fold, is to

l_acquire the assets of the 42-outlet Frasers

mine stores chain from Tradegro subsid-
iary Metro at net book value of about
R13m, Pepkor chairman Christo Wiese an-
nounced yesterday.

This follows Pepkor's R31m acquisition

of Tradegro’s 47% interest in retail cloth-
ing chain Smart Centre Holdings on Febru-
aty 21,

The mine store chain is part of Metro’s
conventional wholesaling and mine store
arm D & D H Frasers, whose management
failed on Monday last week in its bid to buy
out the conipany. The new acquisition will
be effective from March 25.

Frasers mine stores seli clothes, tex-
tiles, hardware and toiletries at mines on
the Witwatersrand and in the Free State,
and the combined turnover of the 42 stores
is about R36m a year.

Last week Metro executive chairman
Donald “Masson sajd Metro's rational-
isation wolld include “closure of the con-
ventional who]esalmg division and dispos-
al of the mine stores and other small

businesses”, and would include reduction_

of borrowings through asset liquidation.
He said yesterday that disposal of the

_mine stores was in line with Metro's stated

VECTI'( 20
R13m

{ MARCIA KLEIN

intention of concentrating on its core busi-
ness, which was cash and carry wholesal-
ing through Metecash, and was part of an
“overall plan to reduce overheads and lig-
uidate assets”,

Wiese said yesterday that the acquisi-
tion “would expand and complement Pep
Stores’ existing activities by providing it
with a new niché within the framework of
its mass market operations”.

The mine stores had a well-established
trading identity, efficient housekeeping,
administration and control systems.

“By integrating these outlets into Pep’s
purchasing and management structures,
we envisage considerable cost saving and
expansion opportunities,” he said.

Frasers’ identity would be maintained
and the stores would be managed as a new

_region within Pep Stores retail. Regional

store management and store personnel
would be retained.

In Metro’s annual report for the year to
June 1980, former MD Tony McDiarmid
said the mine stores had an exceptionally
good year in the light of the unrest and
retrenchments experienced on the mines.

At the December 1990 interim stage,
Masson said that Frasers had turned in a
“disappointing performance”.

S
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Foschini’s cherr
a R40,4m

o

CAPE TOWN — Foschini has de-
clared a share dividend, in addi.
tion to a 225¢ cash dividend, from
this year’s retained earnings,

In an innovative move to expand
its share base ang boost the market-
ability of s ordinary shares, the
group will distribute an additional
scrip dividend of R404m, or R91 5
share, for the financia} year to end
December. The issue price is based
on the ruling price on the Johannes-

burg Stock Exchange on February 27, .

Shareholders wii] receive one new
. p.ordinary ghare for every 23 ordinar-
" ies 'held.

The clothing ang jewellery retai
Eroup has reported another year of
consistently good performance with
earnings a share, before extraordi-

§Cri

'—"-—-—-F n
Foschini
Share price,

waekly closo
{cants)

Qraphic: LEE EMERTON Source: JSE
hary items, growing 34,6% to R74,8m.
This translates into 762,2¢ 2 share on
an increased share base.
Turnover grew by 24,3% to
R821,9m after a strong second half in
whick all operating companies
achieved healthy levels of merchan-
dise clearance, Directors said all
trading companies — Foschini,
American Swiss, Markhams and

y on top:
dividend.

Pages — made consistently good con-
tributions to bottom-line profits,

Tight control of capital expendi-
ture enhanced eperating profits
which grew by 35% to R168,9m, but
directors stressed that investments
in strategic projects, such as infor-
mation technology and new stores,
was not eurtailed, Thirty new stores
were opened during the year,

Directors said the 40,8% increase
in the interest bill did not reflect the
frend in borrowings which had de-
clined by the end of the year. Al-
though no figures were provided for
horrowings, the directors said the in-
terest-bearing debt:equity ratio had
declined from 419 o 28,5%.

Lewis Foschini Investment Com-
pany (Lefic) reported 31.9% growth
in attributabie earnings to R36,6m, or
386,5¢ a share,

-




Business

uplifting,

1o ¢34l .

THE 1991/92 Budget should be
designed to restore business con-
fidence, support it and create
conditions for future economic
growth, SA Chamber of Business
(Sacob) chief economist Ben van
Rensburg said yesierday.

Addressing a media briefing, he
said it was “crucial” that business
sentiment be propped up by general
policy measures.

His appeal foilows the release of
Sacob's February husiness confi-
dence index, which shows the SA
business mood dipped to a 51-month
low of 87,3 — its fourth consecutive
fall — after sliding to 87,6 in Decem-
ber/January.

It also follows a top level Sacob
meeting with Finance Minister Bar-
end du Plessis this week, at which the
chamber pressed for budgetary con-
cessions such as company tax cuts
and the scrapping of import sur-
charges on capital goods.

Van Renshurg said the further dip
in the index, based on the movements
of major economic indicators, sug-
gested the business mood may now
have stabilised.

But while overall business reaction
to President FW de Klerk's speech to
Parliament last month had been posi-
tive, there were still enough other
political and economic unceriainties
to keep business confidence “fragile”.

“The volume of transactions on the
JSE, for example, has declined sharp-
1y in the past few months, mainly as a
result of investor caution,” he said,

Despite that, emerging evidence ~
including a levelling off in liquida-
tions — indieated business sentiment
and the economy might be bottoming
out.

e

| SYLVIA DU PLESSIS |

And the end of the Gulf war had
improved growth prospects for most
SA exports and lowered inflationary
expectations. .

“Although business confidence
mains vulnerable, it may now have
the potential to show some recovery
in the months ahead. This will also
depend on the maintenance of an ap-
propriate economic and political en-
vironment.

“Against this background the role
of the forthcoming Budget is crucial.
If properly framed, it conid make a
major contribution to the creation of
a more favourable investment cli-
mate and the strengthening of busi-
ness confidence.”

Sacob's February survey of confi-
dence levels in the manufactaring
sector revealed a further improved
outlook in both the short and medium
term, But that could still be the result.
of seasonal factors, economist Keith
Lockweood warned.

Sacob
1983 = 100 business.
100 confidence
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By Ann Crotty S’/Wg’{ 3,‘\ I
Just two weeks after announc-
ing the acquisition of Smart
Centre, Pepkor has announced
.the acquisition of a second Tra-
degro operation,

‘This time it is the assets of
.the 42-outlet, Frasers mine
stores chain. It. is being bought
.from Metro at net book value of
approximately R13 million,

The stores (which have a
combined turnover of approxi-
mately. R36.million per year)
retail clothes, textiles, hard-
ware and toiletries at mines
throughout the Witwatersrand
and the Orange Free State.

The stores are part of the
D&DH subsidiary of Metro,
which in turn is a subsidiary of
Tradegro.

D&DH; which has an annual
turnover of around R320 mil-
lion, is to,be.considerably
trimmed, .down:as part of a plan’
to refocus troubled Metro.

Last week Metro managé-
ment announced that 2 manage-
ment buyout offer (from tHe
D&DH management team) hgd
been turned down because.the
sum offered fell way short pf
the net asset value of the;group

as reflected in the Metro af ag--
counts, : ,. '

Referring to the mine storés
acquisition Pepkor chair
Christo Wiese said it woul ex-
pand and complement Pdp
Stores’ existing activities by
providing it with a new. niche
within the framework of its
mass-market operations. - :

Mr Wiese said the Fraseny
mine stores identity would be .
maintained and the storgs
would be managed as a'new re-.
gion within Pep Stores Retafl

Given the massive retrénch-
ments being effected by the
mines, the next, few years cotld
~'be tough for the stores in thgu-
traditional form,

¥ l
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FOSCHINI has lifted earnings by ‘sn-ifipressivE 33%
in the year to December 31, to 762,2¢ (573¢) a:share.

This was achieved on a 24,3% rise in turnipver to
R821,9m (R661,1m), indicating a widening of mar-

‘gins In spite of difficult trading conditions...

Operating income rose by 35% to R168,9m
(R125,2m). ‘But.the interest bill was 40,8% highet at
R20,1m R14,2m). ..... - .. g

Pre-tax income was R148,8m (R110,9m) and.;f‘ter—
tax income R74,8m (R556m). Net income&’ was
R73,3m (R55,6m). . o

The rise in'earnings per share was achieved on an
increased number.of shares, to 10,2m (9,7m)..

The final dividend is 225¢ a share. In addition to
this cashi dividend the directors have deelared a
share 'dividend of R40 391711 out of the current
year’'s retained earnings.

» This will be satisfied by the issue of ordinary
shares based on a price of R91 each — the price at
which they were trading on February 27.

Sharéholders will receive one of these new ordi-
nary shares for each 23 held. Fractions of a share
will be paid in cash on or about April 12.

Chairman Stanley Lewis explained at a press
conference yesterday that although he believed it
was the first time shareholders had received’a serip
dividend in addition to a cash dividend in 54 it was
common practice in the US. N

He said some US companies paid dividends only
in serip. .- . v ‘ .

It would have the advantage of making Foschinj
shares more marketable, in addition to strengthen-
ing the ‘balance sheet by increasing shareholders’
funds. This was likely to have the effect of increas:
ing the share’price. '

" Lewis said:the board would consider sharehold-
ers’ reactions and a scrip dividend might be, paid
anhually. ) ) .
He said- trading in the first two months; of the
current financial year had- continued at theisame
level as in the previous six months. iy

.The 'group, was planning for “moderate real
growth”in 1991 ItWas coninitied to dpening 15'new
outlets in'thie'currént'year, Others might be opened
in addition to,this. -

S—
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: U 'Rétz’;il‘ grdi_i:li Fl‘oscliin}i“ has sus-
 tained its-excellent track record
“with a sterling .33 percent ad-
-vance in earnings to0.762,2c (573c)

mber, oL
." A final dividend of 225¢:a share
has beendeclared for a:total of
31lc (242c) for:the year,. -

"dend :the directors ‘have :decided

to offer a: scrip dividend with

shareholders receiving one new

. ordinary share for everj 23 held.

Fractions. of a- share. will be paid

i}gg cash based on a share price of
- PR

was ‘up 24,3 percent to"'R822 mil-
ing income shot up 35 percent to

" R169 million (R125,2 miltic).
This ineans: that despite. tough

was able to lift its operating mar-
gins from 189 percent 02055 per-
cent. - -

an extraordinary item of
RL5 million, net income for the
; ygg;i’wa's R73,4.nﬁ11iohg(l"1‘55,6 mil-
lion}. . AL S

.a share for-the.12 months to end--

In addition to' this cash divi-

After.tax of R74 million and

e

[+ Turnover for the 12 months: -

lion (R661,2 million) while operat- :

-economic conditions;Foschini .
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evidence suggests that' both
‘negative business sentiment

‘| .and the economic downturn

’may be bottoming out.

: Ben van Renshurg said al-
though the business mood
+continues to be fragile - the

the recession may be bottomn-
ing out.

"By Sven Liinsche - * V¢ Ju/o/./
: N - .. 'off in lquidations and- a.de-
. The SA Chambér of Business .
" (Sacoby says recent economic .

. Releasing its Business Con- _
“‘fidence Index (BCI) yester-
day, Sacob’s economist' Dr

r .../ nerable’ —-it now has the
"year low of 873'in Decem- °* potential to’show ‘soine re-
ber — there are signs.that

“BCI'hit'a four and a half,

e ¢

dicat

A
These_inclide a Tevelling -

clifie_in the insolvencies.
among companies and indi-

".viduals.: -

" Furthermore, says Dr van
Rensburg, Sacob’s survey of

', manufacturers in February
. revealed a further improve-

mient ifi-the outlock for the
sector, - -
“The diverse picture -may

_mean that — although busi-

ness confidence remains vul- -

covery in the months ahead.
“This will also depend
upont the maintenance of an
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appropriate economic -and

*, political environment and -

ainst this background the

Fole of the forthcoming Bud-
get'is crucial,” Dr van Rens--

burg says.

.He adds thaf a number of
factors have helped to re-
move some uncertainty in
the business sector. )

_ The end of the Guif war,
for one, has improved the
growth prospects for most
South African exports, and

tions, while the lowe
price will reduce the import
: UE significantly.

" lowered ' inteérnational, dnd -
. Enu_.pmmmm.moum.&‘wMWm\w-
0il

* * This mw.mmuuom_“&‘g‘ the

faet that SA’s much im-

- proved aceeptahility interna-

tionally allows it to take ad-
vantage of the better growth
outlook for the world econ-
omy, giving merchanise ex-
ports a much needed boost.
“On the down side, the fact
that the war has caused little
in the way of inflationary
pressures does mean that the
outlook for gold must con-
tinue to he bearish, so the net
impact on export earnings is

likely to:be limited” Dr van...

Rensburg says,
On the domestic front busi-

i £

ly affected by the lower dis-
posable income of individu-
"als, as a result of higher
umemployment, declining
wage increases and the tight
monetary policies.

“The fairly sharp decline
in the levels of domestic
credit extension in recent
" months suggest that fewer in-
-dividuals are now purchasing
on credit with the result that
growth in private consump-
tion expenditure could well
decline in the coming
months,” Dr van Renshurg

o7 Sacob's Business Confidence _.amx.m !
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BREAD INDUSTRY @
A REPRIEVE

...'--.r'""'*"’_‘"'i"i. Fw g| 2 |°I\

OR THE CARTEL

After yours of talk, government finally abol-
ished the bread subsidy last week, as well as
the restrictive bakery registration rules. In
theory, the baking industry is now open to
competition, bread prices have been deregu-
lated, and retailers can add any margin they
like.

But government is under attack for not
completing the job — the Competition
Board has allowed the baking cartel to con-
tinue its market sharing agreements until the
end of the year.

Board chairman Pierre Brooks says the
board granted the baking industry time to
phase out its arrangements because the exist-
ing structures developed, with government's
blessing, over a 50-year period.

“This industry is dominated by a few large
institutions. of which six, representing about
85% of the local market for standard bread,
form part of the agreement,” Brooks says.
“The sector is dominated by Premier Mill-
ing, Fedbake, Bokomo and three others,
which are vertically inte-
grated by being involved in
flour milling.”

The pact between these
big groups prohibits bread
sales above agreed-upon
quotas and outside allocat-
ed zones. If these rules are
broken, penalties must be
paid. But these arrange-
ments obviously worked
against competitive pricing
principles. ‘

And, by allowing an ex-
tension of this arrange-
ment, government has
opened itself up to sharp
criticism.,

“Why, if it was aware for years of its own
policy decision to abolish the subsidy and
deregulate the industry as of March 1, did
government not simultaneously abolish the
quota system?” asks Shoprite MD Wellwood
Basson.

“By extending these arrangements, bread
prices might form a new platform and it
could be difficult to drive them down again
in the future,” he adds.

Basson’s group now sells 800 g brown
bread at 98c a loaf, which is less than 1¢ less
than the official price of R1,05 for a 850 g
loaf determined by government on Novem-
ber 1. He says that if his own baking capacity
was bigger, he could hold prices down. But
because his group is forced to use outside
bakers, he is subject to prices set by the
industry.

Pick 'n Pay CE Raymond Ackerman is
more confident. “We now receive a large
number of discounting offers from various

L ]

bakeries and should be able to keep bread
prices within reasonable limits.” Pick 'n Pay
priced the new, smaller brown bread loaf at
99¢, a slight increase over the old price, but
has been undercut by lc by Shoprite.

“We welcomed the deregulation of the
industry and hoped it would lead to tougher
competition between bakeries to the benefit
of consumers,” Basson says. “Instead we
now have increases in bread prices that could
probably have been prevented if the bakeries
vsed the deregulation to fill their spare capa-
city, which resulted from past zoning alloca-
tions. But, while the zones are being
scrapped, the quota system is retained,
which still prevents real competition.”

Consumer groups are not happy with gov-
ernment’s timid approach. “The board seems
to listen to big business and not to the con-
sumer,” says Housewives’ League president
Lyn Morris.

She adds that while the league is against
food subsidies or other subsidies, government

has failed to replace the bread subsidies with
other forms of assistance — even though it
planned for years to abolish the subsidies.
She favours assistance targeted at the poor
by instituting feeding schemes for groups
such as schooichildren and pregnant women.
For the umemployed, economic growth
should be the objective — not handouts that
are casily abused. The league opposes food

stamps because of the enormous bureaucra-

cy they tend to create.

Nevertheless, there is litile doubt that
competition in the baking industry should,
create a better deal for consumers — not-
withstanding the abolition of the subsidy.
For one thing, the quality of bread should
improve dramatically as the domination of
the standard government loaf dwindles and
bakers begin to compete more on the basis of
taste, size, variety and packaging.

“Bread produced in SA is of a consistently
high quality,” says Patrick McLaughlin, a
Tiger spokesman, *but what will happen now

is that the industry will become more market
orientated and respond by producing exactly
what the public wants.” [ |
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Checkers is®
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e

up fo

.CHECKERS, the multi-
million rand retail group,
is up for sale and its surviy-
al at stake, managing di-
rector Serge Martinengo
said last night.

With 168 stores nation-
wide, Checkers is one of
SA’s biggest food chains
with ait annual turnover of
R3,5-billion,

It has long been margin-
ally profitable and in the
six months to December
made a small loss,

Mr Martinengo, said:
“Marinus Daling, the man-
aging direefor of our hold-
ing compary, Sankorp, told
me “receptly - his - group
wants to get out’ of Check-
ers. At least two com-

panies . =, Bideorp . and..

Prefeor'— have lookéd at
it-and turned it down. ”
Former Checkers man-
aging director Clive Weil
now works for Prefeor, the
Durban-based controller of

By DAVID CARTE

Beares and Game that de-
clined to buy. .

Mr Martinengo said: “I
am very unhappy ahout it
and am staying on board
only to fight for the 18 000
people working here.

“What I will resist to the
end is an asset strip. I'll
fight any consortium of
foreigners coming in
through the financial rand
to take out the assets.”

Mr Martinengo said
Checkers had an enormous
asset hase. It leases all its
storés but he said fixtures
and fitlings were worth
R500-million. In addition,
the stock was worth R250-
million.,;

“It’s.a national asset and
it would be a disaster if it
ever closed its doors. Not
only are the 18 000 jobs at
stake, there are abeut 11
dependants per employee.

s{wer 1ol 3

r gra

bs

And there are dozens of
shops employing hundreds
more in Checkers centres
that depend entirely on us,

“I believe in the long-
term future of Checkers.
We have struggled to clean
it up, It is debf-free and in
an upturn. I believe it can
make substantial profits,”

Mr Daling confirmed
that a consortium of Israe-
lis is currently negotiating
to buy Checkers, He gaid if
Sankorp received an, ac-
ceptable offer it would con-
sider it very seriously.

“Obviously we would
prefer it if they kept on
running it as a going con-
cern.”

Mr Martinengo did not
know what price Sanlam,
which controls Checkers,
was asking but analysts
said it would be worth at
least R150-million “i“gar
more than any manage-
ment-buyout could handle,
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4“TRADEGRO shares put on a
few cents to 140¢, not on re-
sults but on the prospect that
the group’s listed equity will
be distributed to share-
holders. -

Tradegro will be left with
property group Coreprop and
supermarket chain Checkers.
Smart Centre has already
been sold.

In the. six months to
December, the group raised
turnover by a sixth to R4,2-
billion. But Checkers made a
loss and Metro not much pro-
fit.

The group made a loss of
0,2c a share after debenture
interest and preference divi-
dends, On a fully diluted ba-
sis, Tradegro earned 6c a
share, and paid an ordinary
dividend of 5c.

Suncrush continued to light
the way. The cold drinks
bottler,"did not put a foot
wrong in increasing turnover
and profit by 29% and 28%,
respectively. Sales of R231-
million:gave rise to pretax
earnings of R42-milliori and
earnings a share of 773c in
the six months to December,

Distribution
listed equity

lifts Tr

The dividend was lifted 30%
to 125¢.

Cadswep increased turn-
over to R538-million, but
lower margins on confection-
ary and higher finance cosis
kept the rise in profit to 14%,
at 100,5¢ a share.

Safren expects acceptable -

second-half profits to go with
those achieved at the Decem-
ber interim. Atfributable
carnings were 11% up at
R120-million. Kersaf made
the biggest improvement in
contribution, chipping in
R575-million. Rennies made
R19,4-million and Safmarine
the rest. Dividend cover was
maintained at 3,7 times earn-
ings.

Foschini centinued to,

deliver the goods in 1880
Turnover at the clothing and

T

QjTiwés

egro

jewellery retailer rose by a
quarter to R821-million but
earnings were a third higher
at 762c a share.
Foschini aims to increase
" serip tradeability by issuing
one share for 23 held as a
serip dividend. Fractions will
be paid out at R91 a share,
Holding company Lefic will
do the same, one for 22 at

R45,
Boat

The chips were down for
fishing stocks. Namfish —
now controlled by a Norwe-
gian consortium — could net
pay a final dividend and ex-
pects to pay none in the fore-
seeable future, Funds will be
applied to social projects and
. Increasing employment op-
.. portunities, - '
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USED car dealers are
overjoyed with the changes
that will be made to the sale
of vehicles detailed in the
new VAT draft legislation.
1t was previously believed
that VAT wonld not be pay-
able on used cars seld by pri-
vate individuals, but that
carssold by dealers would be
subject to VAT,

The National Autornobile
Dealers' Association (Nada)
made representations to the
government in September
and almost all of its recom-
mendations have been
agreed to.

Price

Dealers feared thatf, in
terms of the draft legisla-
tion, most used car pur-
chases would be done on a
private basis to avoid VAT,

When VAT was introduced
in Germany and other coun-
tries, used car dealers lost a
1ot of business to private sell-
ers because of the difference
this made fo the selling
price. :

SA’s VAT Bill provides for
a system of notional input
tax credits which, in effect,
means that although used
cars sold by dealers still car-
ry VAT, it will make a negli-
gible difference to the selling
price.

Assuming that the VAT
rate is 10%, a car sold by a
dealer will, other things
being equal, cost only 1,5%
more than one sold private-

over change;

wid\a\

Is a

By DON ROBERTSON

ly.
“This is marvellous news,”
says Motor Industries Feder-
ation executive director Vic
Fourie.

“And, generally speaking,
buying through a dealer
gives the purchaser more
protection because he has
some comehack if things go
wrong.”

Wider publication of this

news may help to stimulate
the used car market, because
some dealers believe the
current slump in sales is

" partly due to buyers waiting

for the introduction of VAT
so they can buy their
vehicles tax free from pri-
vate sellers.

The ;- vetnment has also
agreed that company cars
can be treated in the same
way as other capital goods
and that VAT on them is sub-
ject to rebate on company

tax.

Errol Richardson, chair-
man of Nada, explains that
if, for instance, a dealer buys
a car for R22000 from an
individuat, the dealer may
write it in his books at a
price of R20000, assuming
that VAT is intreduced at
10%. He may then add his
mark-up — say 15% — which
would set the resale price at
R23 000. ‘
. The 10% VAT of R2300
which would be added to this
figure would leave the total
resale price at R25 300. With
the notional input tax credit
of R2 000 when the car was

11 smiles
to VAT

purchased by the dealer, a
totai VAT of onily R300 is
payable, ] ‘

The same VAT amount
wounld be liable on a private
deal, but it is uniikely that
the government will collect
this.

Mr Richardson says that,
because the VAT element on
dealer sales is small, it is
unlikely that buyers will re-
sort to private sales to avoid
paying VAT.

Mr Richardsen says that
the new regulations conld
give the used car market a
much needed boost and new
car sales could alse benefit
because of the dispensation
offered on company cars.

@ VAT and financial
services
See report, Page 4
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COMBINED new vehicle sales de-
clined further during February, drop-
ping 4% to 26 855 (27 860) units com-
pared with the same period last year.

This was shown by National Asso-
ciation of Automobile Manufacturers
of SA (Naamsa) figures released at
the weekend. .

The current slump in new vehicle
sales could intensify in the next eight
months as input tax credits, available
from October this year under the val-
ue added tax system (VAT), were ex-
pected to keep prospective buyers at
bay, said Econometrix's Tony Twine.

He expected new vehicle buyers
qualifying for an input credit to wait
until October to purchase, instead of
buying now and paying GST.

Sales in heavy commercial
vehicles (HCV) fell a hefty 32% to 446
{656) units. ‘

Light commercial vehicle (LCV)
sales decreased 13% to 8581 (9919)
units, and medium commercial
vehicle (MCV) sales decreased 15% to
412 (486) units.

An improved inventory position
contributed to a modest improve-
ment in February car sales, which
rose 4% to 17 416 (16 799) units.

Twine said the declines in LCV and
MCV sales were in line with expecta-
tions, but HCV sales were extremely
weak.

“This segment is seeing the reluc-
tance of consumers to spend on cap-
ital goods ahead of the introduction of
VAT

This could cause sales distortions
to spread to other segments as cer-
tain LCVs and MCVs qualified for
input credits under VAT, Twine said.

A car, for VAT purposes, referstoa
vehicle with more than two wheels,
constructed wholly or mainly for the
carriage of passengers.

BUSINESS DAY,

New vehicle sales
‘could drop further’

AP 3]q]-

MARC HASENFUSS . |

KPMG Aiken and Peat tax expert
Andre Meyburgh said where a com-
pany acquired a panel van or bakkie,
which had been constructed for the
delivery of goods, as a fringe benefit
for an employee, the company would
be able to claim input tax.

in addition, companies could claim
an input tax credit on repairs and
maintenance to its passenge
vehicles. P

Combined vehicle sales for the first
two months of 1991 were down 4%
against the same period last year.

Naamsa expected trading condi-
tions in all segments of the motor
industry to remain extremely
difficult. ‘

Naamsa director Nico Vermuelen
said that during 1991, the SA motor
industry faced a scenario of declining
new vehicle sales at a time of rising
costs. 5
Tractor sales for February fell
27% to 256 units compared with 351
units in Febrnary 1990, SA Agricul-
tural Machinery Association figures
show. '

New car sales
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' Next phase of Cap% docks p Jg% t launc 1ed

CAPE TOWN — Work has started on the
second phase of the R2,3bn Victoria & Al-
fred Waterfront development which is
turning Cape Tawn's docklands into a
thrivieg leisyme and: entertainment area.

Abgat R130rm wiil be invested in 16 new
rastaurants, 140 specialty shops, 12 cine-
n1as, a fish and fresh produce market and a
wine centre, bringing the managing
V & AW Company's total finaneial com-
mitment to almost R200m.

The success of the first phase — core
restaurants, a hotel and a retail complex
— has exceeded expectations. In the eight
weeks after the project opened in mid-
December, it attracted 1,2-million visitors.

The stream of visitors has remained

LESLEY LA’ﬁ'IBERT

cnnstant, averaging 20 000 a day. Restau-
rants and pubs are fully booked day after
day and many specialty store owners say
turnover in their harbour outlets is higher
than in the CBD and other areas.

‘The new specialty complex will be com-
pleted by October next year. It will run
from Kings Warehouse, alongside Ferry-
man’s Tavern, over a basement parking
garage which is being excavated at pre-
sent, to Quay 5 on the waterfront.

Efforts to raise R40m for an aquarium
are succeeding, aceording to V& AW PR
Maureep Thomson, and the project is like-
ly to be put out to tender before the end of

this"year with l.onstructm expected to
begin in Qctober or November.

A townhouse complex in the upper tank
farm opposite the old quarry is also on the
drawing boards and construction of about
1000 units should begin early next year.

Thompson says the V& AW Company
envisages a 10-year project with direct
investment of up to R2,3bn.

The first phase of the conversion project
involved the servicing and redevelopment
of the Pierhead's historic core.

Work on the first phase began in January
1990 when the waterfront was converted
into a massive construction site as new
services were installed to enable existing
buildings to be used again.

it Rl rmsnn o en -




New vehlcle
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sales running
at low levels
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By Sven Liinsche

South Africa’s motor in-
dustry faces a tough year
ahead, as declining sales
volumes will be coupled
with rising costs for
spares and labour,

" The National Associa-
tion of Automobile Man-
ufacturers of SA {(Naam-
'sa} reported on Friday
ithat new vehicle sales
.fell by almost 10 percent
\in January and February
'this year compared with
ithe first two months of
11989,

1 Last year total new
(vehicle sales dropped by
iover 18 000 units to
1334 777 units and Naam-
'sa has recently forecast
«a further decrease in
{1991 to around 322500
lumts

\_According to the
‘Naamsa figures, the
tweaker sales trend in
ievidence during the last
:quarter of 1999 — when
(car sales fell by 13,5 per-
'cent compared with the
| previous quarter — had
‘continued during the
| first two months of 1991,

| The lower new vehicle
‘sales are a reflection of
! i the slowdown in econom-
lic activity levels, and
:trading conditions in all
segments of the industry
‘are expected to remain
uextremely difficult,

.

L
424/

Naamsa commented.

Sales of new passenger
cars in January and Feb-
ruary, at 32505 units,
were 1,7 percent below
the industry’s sales re-
corded during the first
two months of 1890.

Sales of light commer-
cial vehicles and mini-
buses for the first two
months of 1991 were
down by 13,6 percent to
16 552, while sales of me-
dium and heavy com-
mercial vehicles showed
declires of 21,1 percent
to 694 and 28,4 percent to
869 respectively.

Combining these fig-
ures total new vehicle
sales in the first two
months fell from 54 295
in 1990 to 50 620 units this
year. On a monthly basis
February sales of 26855
outstripped the 23765
unit sales recorded in

-January.

@ Tractor sales for Feb-
ruary fell by 27 percent
from the level achieved
in the same month last
year, Sapa reports.

Figures released by
the SA Agricultural Ma-
chinery Association,
show that Februarys
sales decreased by 95
units to 256 units. Year-
to-date sales of 395 units
are 28,3 percent lower
than for the same period
in 19390.
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Premier’s one cent ||

has no mon
- Gor 13|

Analysts’* believe that there w111
be an @accommodation between
Sankorp.|— Tradehold’s control-
ling shareholder — and Premier
over;thé issue of the one 1c re-
deemable preference share that
Pramier-holds in Tradehold. This
accommodatmn may centre
It around Plans for Metro following
_any unbundhng of Tradegro.
The one lc preference share
' appears to play a frustrating or
nuisance funetion for the man-
agement of Tradehold and has
no role in the day-to-day run-
nirig of the organisation.

The share, which was original-
ly issued by Natie Kirsh's Kimet
group to Premier has been
passed on through the various re-
structurings and is now part of
the Tradehold share capital. Ac-
cording to notes in the annual re-
port the preference share is re-
deemable in July 2002 at par.

“The holder is entitled before
that daté fo,18,364 percent of the
urplus,’ after ‘repayment of all
afital, and premium on all pref-
erence and ordinary shares on the

wmdmg up 'of the company,

“The -share carries no other
dividend; or voting rights except
that the shareholder is entitled
to vote at any meeting of the
eompany on a resolution which
affects the rights attached to such
share in which event the share
carries. voting rights equal to that
of the total number of ordinary
shares iniissue at the time of such
meeting.”

!g Klmet he]p ej.bi

The share was appareni:ly is-
sued to Premier as part of a deal
which involved Premier lending
Kimet R9 million to help it fund
the acqwsntlon of the Metro group
back in the 70s. It appears to
have heen done with the intention
of frustrating any action that
might subsequently have been
taken to wind up Kimet.

Last week it was announced
that “consideration was being
given to distributing the assets
of Tradegro and Tradehold” later
this year. After the payment of
all liabilities Tradegro and Tra-
dehold will distribute to their re-
spectivel'shareholders Tradegro’s

< ' N S e ‘:-' |

rv-value.
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ANN CROTTY

surplus cash resources and cer;
tain investments.
Unless there has been a
marked and inexplicable change
from the balance sheet position at
end-June last year it is unlikely,
that after repaying all capital and!
premium on all preference an
ordinary shares, there will be
anything else left to distribute. |

According to the end-June bal-|
ance sheet Tradehold’s dlstrlhut-l
able reserves were in deficit. Soj
the 16,364 percent surplus at-u‘
tached to Premier’s share has no,
monetary value,

This cammot be definitely ascer-
tained until the actual dxstnbu-e
tion date when Tradehold’s varid
ous investments will be valued
and calculations involving huin:
dreds of permutations are com:
pleted. kY

Voting rights ;

it
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If there was any dissension be-
tween Premier and Sankorp, ana-!
lysts believe that a court wouldn
view the planned distribution in;
species and capital reduction ag.al
winding up. However it is uncer
tain whether or not Premier
would be able to enforce its vot-f
jng rights in meetings called 't
‘discuss an unbundling. Cwd

But for the moment all-of this
is hypothetical. Although there
have apparently been no direct!
communications between the twg'
groups, indications are that they.
have an amicable relationship
and both are keen to resolve the
unbundling situation satlsfactom-iA

ly.

But as Premier is reported tol
be interested in the future of Tra-
degro subsidiary, Metro it is pos-i
sible that it may be able to strike
some sort of bargain. This is like
ly to be an offer of last right 0f|
refusal which means that Pre
mier would have the opportumty;
to match any offer made. for
Metro




| Checkers salé announterient

S MARCIA KLEIN , :
TRADEGRO parent Sankorp would make il anhounce-
ment today-about riegotiations for the sale of retail giant
Checkers, informed sources said yestérday.

An industry source said an Israeli consortium, he-
lieved to be Tepresenting an international consortium,
was unlikely to asset-strip the 168-store chain,

stay in the business”,

There were indication _ttnat the consortinm “wanted to
2 21
He said no other players were inv

Ived in the negotia-

. tons, which'wete not likely to be coricludéd by today.

 Checkers, which was estimated to be worth’at least
R150m, last wéek reported a pre-tax loss of R467 000
(profit of Rsin)_;;or the’six months to December,

This came‘on a 7,5% increase in sales to R2,1bn
{RL,7bn).
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MINORITY shareholders of retail giant Tra-

degro and its pyramid holding company Tra-
dehold will be in a position t0 choose which of
the group’s companies they wish to remain
invested in following the unbundling of the
group.

Sankorp GM investments Etienne Le Roux said
in an interview yesterday that the unbundling
would result in investors holding shares “directly
in the group’s individual companies instead of via
controlling companies”.

In terms of the unbundling, the group’s invest-
ments — including Tradegro’s cash — in its under-
lying companies would be proportionally distrib-
uted among all Tradegro and Tradehold
shareholders.

After unbundling the control pyramids, Sankorp
intends selling its interests in Checkers, Metro,
Coreprop and Stuttafords/Greatermans. “We in-
tend disinvesting if we get acceptable offers, but
Cashbuild is not for sale,” Le Roux said.

He said the offers to minorities would have to be
made by any purchaser of Sankorp’s interests
after unbundling so that minorities “could make
their own decisions”,

After unbundling, Tradegro would own only
Checkers and Coreprop, which would be effective-
1y listed, and Tradegro’s name would probably be
changed to Checkers.

Stuttafords/Greatermans would be recapita-
lised in the unbundling process and would also be
listed. ;M

Sankorp planned to compiete the unbundling
before June 30 — which is Tradegro and Trade-
hold’s financial year-end.

By this stage Sankorp would hold 42% of Cash-
 build, 36% of Metro, 47% of Stuttafords/Greater-
mans, and:48% of Checkers/Coreprop.

It ‘Sankorp's interests in the companies were
sold, “it Would be a prerequisite that the, huyers
make an offer to minorities”, Le Roux said.

Sankorp was negotiating with interested parties

[]
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for the sale of individual companies, but no offers |
had been made. Although guite a few people had
expressed interest the sales were not going to [
happen overnight, he said.

e Roux did not think any buyer would asset
strip any of the companies as had heen suggested.
wTo do an asset strip of Checkers is not easy, and
this would be the worst prize for any buyer.”

_ He-helieved the “Israeli consortium” interested
in Checkers/Coreprop was actyally an SA-based
consortium with overseas financing. Despite the
interest, no offer had been made yet because the
parties were still investigating the company, he
said. The consortium had assured Sankorp that it
did not want to asset-strip Checkers.

Le Roux said if the consortium bought Checkers
and Coreprop, management would probably be
kept on. “The interested party was not in the
business and would meed SA management,” he
said.

However, “if we do not get acceptable offers, we
will do what we can to get certain operations back
to profitability”.

Le Roux said following the unbundling, he woutd
expect the various boards of the different com-
panies to be reconstitated over time. In all prob-
ability Tradegro CE Donald Masson would retire.

Le Roux said a problem with unbundling was
that marketable securities tax — of 1,5% on the
valee of shares unbundled — was a hindrance.
However, Sankorp had decided to go through with
the unbundling.

-
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Sankorp to sell most Tradegro holdings

SANKORP, the industrial holding group of{ 31— A e |
Sanlam;” intends selling its interests in -
Checkers, Metro' COI'EPFOP and .. Stutta- about 42% OfCaShbuﬂd, 36% OfMetrO, 47%
fords/Greatermans after the unbundling of _g=of Stuttafords/Greatermans and 48% of
their pyramid company, Tradegro. But ~% Checkers/Coreprop. )

Cashbuild is not for sale, Sankorp, an- . Tradegro, whose only assets will be
nounced yésterday, * " " 2 Checkers and, Coreprop, will probably

After unbundling — which will see in-g change its name to Checkers. A prerequi-

vestments in Tradegro’s underlying com- % Site for the sale of the companies is that
panies being distributed to shareholders of /g Duyers must make an offer to minorities.
| theholding companies — Sankorp will hold . ®S5es Page 11
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By Ann Crotty

Six years after acquiring the
asgets from the troubled
Kirsh Trading Group and,
having committed consider-
able funds and management
time to it, Sanlam/Sankorp
is withdrawing from Trade-
gro. :

Yesterday Sankorp an-
nounced that it intended
selling its interests in
Checkers, Metro, Coreprop
and Stuttafords/Greater-
mans after the end-June un-
bundling. )

1t is difficult to ascértain ex-
actly how many hundreds of
millions of rands Sanlam/San-
korp pumped into the troubled
retail giant over the years but
at this stage it looks as though
they will be walking away with
around R150 million in cash —
if they manage t0 sell all but
one of the retail interests.

In addition they will have a
42 percent stake in Cashbuild
which; on current market
prices, is worth about R35 mil-
lion.

Reason for the unbundling is
that the current market price of
Tradegro and Tradehold is
much lower than the value of
the mj‘derlying assets. The un-
bundling is expected 1o unlock
this yalue.
At present
fper.‘;cfe“_ntést;aike in ‘Tradehold
whichyinturn; has a 54 percent
stake:in/Tradegro. -

Affer the unbundling, which is. ‘
expected to be concluded by

end-June '91, Sanlam/Sankorp’s

Sankerp has a 744

et 1

‘Natle Kirsh .
Metro

‘interests in the retail sector will
comprise a 42 percent stake in
Cashbuild; a 36 percent stake in
Metro; a 47 percent stake in
Stuttafords/Greatermans and; a
48 percent stake in Check-
ers/Coreprop.

(These stakes include San-
lam’s portfolio investments}.

1f things go according to plan
all of these retail investments
— with the exception of Cash-
build — will be sold. Sankorp
will hold Tradehold which will

prise only: Checkers/Coreprop’
T there are plans to sell this
_ investment.

After the unbundling Trade-
gro minority shareholders will
hold some cash, shares in Stut-
+  tafords/Greatermans, shares in

R

Mggyo,.;ﬁhares in Cashbuild and,
' shiarésyin Tradegro which will
| relate(td Checkers/Coreprop.

\ Onithe basis of the current

market price of 380c a share,

Sankorp's stake in Cashbuild is -

1

worth around R35 million. Also
l on the;basis of the market valu-

ation,"Sankorp’s stake in Metro
is worth about R75 million.

Stu@tafords_/Gteatermans is
estinfated ‘to have a net asset
value of -around R35 million
which would make Sankorp's
stake worth about R16,5 million.

| Clieckers/Coreprop, which

are regarded as being inextric-
ably 1ifiked because of property
comiiiitmients,

e

be a shell, Tradegraswill comy

have a combined --

price tag of around K115 mil-
lion.
It is understood that negotia-
tions are currently in progress
for the disposal of Metro, Stut-
tafords and Checkers. But on
the basis of past experiences it
seems that these sort of nego-
tiations can easily be thrown off

track.

An Israeli consortium is un-
derstood to be the party cur-
rently most interested in Check-
€rs.

A number of parties is re-
ported to be interested in
Metro, including Premier,
Brian Joffe and Natie Kirsh.

At this stage it seems that a
management_buyout at Stutta-
fords is a likely option.

Sankorp stresses that it is not
a forced seller of the unbundled
holdings and if it does not re-
ceive a satisfactory price it will
hold on to it various interests.

Sanlam moved in to take con-
-trol of the troubled Kirsh Trad-
ing Group (KTG) in October 85.
It was widely regarded as a res-
cue bid which staved off the
likely collapse of the retailing
giant that Mr Natie Kirsh had
built up.

At that stage Sanlam already
had a 49 percent stake in KTG.
The rescue bid included a
R190 million capital injection
and the issue of equity and pref-
cerence shares: In July 1986 it
‘was renamed Tradegro.

- _Attempts.to get-the.group on
46" moré* profifable track in-
cluded additional capital injec-
tions and a major reorganisa-
tion of the group under Mervyn
King.

But it seemed that no amount
of reorganising or additional
funding could get Tradegro to
generate a reasonable return on
its underlying assets.

The inability to produce a
reasonable return explains the
current massive discount be-
tween the Tradegro share price
and the price of the underlying
assets,

Analysts believe that the core
problem was that onwership
and uitimate eontrol of the 0p-
erations was too far from the
front line.

Retail activities require a .
much more hands-on manage-
ment style with decisions being
taken close to where they are
acted upon.

1.




THE scrapping of the Group Areas
Act removes the resfrictions on
white-owned businesses from trad-
ing in the townships. Do the opportu-
nities provided by this change
ontweigh the costs? Nafcoc for one
believes they do not.

The Nafcoe argument reported in
last Monday's Business Day, that su-
wmwsmw_ﬁem should be kept out of

lack townships in order to protect
black retailers is, however, simplis-
tic. Why should black retailers be
protected at the cost of black con-
samers? It is more realistic, as Achib
suggests, to promote specialist out-
iets which have natural, consumer-
oriented advantages over chain
stores. Such an advantage need not
be any more eostly or complex than
the extended trading hours of a spaza
shop, or the ability to sell goods in
small quantities (for example, single
cigarettes or sweets) to the very
poor.

The issue runs much deeper than a
simple consumer/retailer clash of
interests. The question is whether
the townships can ever be trans-
formed into suburbs, with the usual
suburban amenities.

Urban townships in SA were cre-

-+

Transformin

o Blp
ated as worker dormitories. Business
was limited to convenience stores
located, designed and built by the
local administration boards. Pro-
ducts which could be sold were limi-
ted to grocery items, with every-
thing else being bought in the “real”
business areas in white towns.

These stores were rented, and li-
cences issued, at the discretion of the
township manager. Often licences
and leases were “sold” for a monthly
fee. This fee was increased if profits
went up, actively discouraging im-
provement to the business. Alter-
ationg fo buildings ran the risk of
incurring the disapproval of the own-
er of the building, and the original
licence holder taking possession of
the business before the investment
could be recovered,

Today with chain stores on the
periphery of the townships, and
spaza shops in the centre, the retail-
er is being squeezed out of existence.
Businessman Joe Hlongwane be-
lieves township retailers are “on the

(434
. IAN CLARK

edge of a precipice” with no hope of
an internal solution.

Everyone is losing. Residents have
to travel long distances to buy pro-
ducts not available in the townships
and pay high prices for those that
are. The low level of local business
activity provides few opportunities
for would-be formal business.

The business activity ceniringona
township chain store would create
business opportunities for local en-
trepreneurs, as well as lower prices
for shoppers. Niches will open up for
specialist satellite stores, and shop-
pers will be attracted back to the
areas in which they live.

The opportunities created would
initially be for businesses providing
consumer products and services,
such as pharmacists, bookstores,
greengrocers, educational suppliers,

8 L0unshipss

clothes stores, toy shops, estate
agents, medical services, florists, in-
surance brokers and tutors.

In time, these businesses would
generate further opportunities for
suppliers of business products and
services.

Is it realistic to expect the chains
to move into the townships? No, not
as things stand.

Not only is there the obvious and
vexed issue of security, but other
perhaps subtler issues need to be
addressed. Electricity is a good ex-
ample of these issues. Even where
rent boycotts are not a problem,
township electricity is supplied in-
termittently. This is bad enough for a
family, or any small business requir-
ing refrigeration facilities. For a hy-
perstore it is simply not viable. Nor
is the alternative of an independent
supply of electricity acceptable. A
lit-up supermarket blazing out in
solitary glory while everyone else in

e

the area fumbles for candles and |,
paraffin lamps is asking for swift
retribution. The same goes for other |
township services.

It is inevitable that townships will ;
remain ghettos unless they become
the focus of significant formal eco- ,
nomic development.

Innovative ways will need to be -
found of making both residents and -
retailers with a high level of exper- -
tise come together to mutual advan-
tage. For example, mobilising stok- .
vel and savings club funds to give'
residents a share in their suppliers’::
success will not only give these funds ~ -
a better return than they now enjoy -
but will also enhance the relation- ..
ship between customer and retailer.”

The removal of racial legislation *-
by mid-year will not only open up
opportunities for business, but it will ~
also give township communities the--
chance of shaping their own desti--
nies. Individuals and groups with this
vision will take the initiative to en-
sure that this happens to the advan-
tage of all.

0O Clark is the director of Wits Busi-
ness School's Centre for Develop-
ing Business.
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 turer -, FX Marketing — was recen 2
‘quda?ea, B Uy°s tapeof $1 amounted to 85% before the

- bear the additional cost, they said. . ﬂ%%’p K
Theo Alant said yesterday the fact that the “SRSLar
‘solvent did not mean production of the ‘sup lier Worldwide Zonal MD Ron Singer

walue is made on these amounts. The move % ’ Alant emphatically denied this. 7
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SA VIDEQTAPE supphers gave lash out
at goveriment’s imposition of an amended - ﬁi

EyET Hm-:nmm et n |

.duty on all imported um'ecorded video cas- > ﬂvely low FOB'p mpﬁc&s below the reference

settes.” T TS prives 6f 350¢c And 500¢ each. This has the
. The new d,uty, gazetted on Fnday, was : effect of increasing the landed cost to the
supposedly” designed to -protect SA's  jrnporter to Just above 350c or, 500c per
local videotape manufacturing” mdustry "unit,” he said. “..gzt,; e
industry spokesmen said yesterday. '« . Ope'industry source, who doclined to be
Howeyer, the country’s only manufac- 1dent1£ied, said total duties on a two-hour

which meant there was no need :
for protection. The end-user would have to ’i ﬁ';';e‘},'ffd j&fg j,w:g ;%“ﬁ’“;"mf tfér the

Tn addltion h%" aimended duty, 415%
Deputy Trade and Indusiry Minister enrchor ; posed. 7 %7 Wy

local manufacturer had been declared in- * rl" Magnetié audlﬁape and film products

product was terminated. u7= =i -UFsaid the amended structure would have the

“Should local production be terminated . largest effect on tapes in the price range of
altogether, any party is etititled to apply _$0,90 to $1,50. These tapes are mainly used
for a reduction in the duty,” he added. . in the “professional industry. . $¢

- In terms of the amended duty, a charge *s The industry source questioned whether
0f 10% or R3,50 -— whichever is the greater *"’Tgovemment’& motive was to protect the
— will be levied on tapes less than an hour” *“nor-existent” Joca! industry. It was more
long, and the greater of 10% or R5 will ,“likely govemmeni wanted to increase its
apply for tapes over an hour long. A 90% ‘revenue aliead of expectations of redueed
deduction of their free on board (FOB) surcharges in the Budget.

is effective from March 8. .-",,&{}‘ oA PhiVideq “comminiications” distributor TL
* Alant said current duties on cassettw Electronics. . MD Howard Sidelsky said
under an hour long were the greater 0f 10% ;- videos played’a major role in SA’s com- !
{ad valorem) or 350c and 10% (ad valorem) mumntmns development esgeclally edu-
or 50ile for those over an hour. A 90% ad *eatlon. &?Q »a,» g
valorem deduction is then made, %3 “‘f*gFAlant Sald ]ﬁ% used for
“The formula duty comes into effect - educational purposes would probably onky
when the products are imported at disrup- be sub]ect to 10% ad valorem duty.
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e ST}thG demand for household durables fr ,

Strong demand boosts Ellerines, by 279
ing comnans 3 Ellerings, by 277%

- ’ Lt %
. " N : M )
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was reflected in furniture giant Ellerine Gy MARCIA KLEIN _~ J

1 Holdings's, (Ellerine’s) 27% increase in - Results dame off a high basé, Ellerine

earnings to 375¢ (206¢) a share in the siX  gaig, and earnings had grown by an aver-
months to end-February. 4+ - age 265% a year aver the last five years,

e .-Ellerine’s ongoing expansion pro- andby55% a year over the Jast two years.

gramme, which saw it open 17 new stores

. VI, 3 i S T .
during the siz-month period, helped it “in- Comparable results “for "the 'interim

period to February 1989 have been restat-

T TTTT 7T crease its penetration of the middle and o4« take account of additional tax on

- - turnover by 30% to R311,3m (R239,4m),

upper-middle markets”, and helped boost  4oormeq SA income which only came about

chairman Erjc Ellerine said yesterday. Lf:g?:ittsl}f’ ﬁﬁ;"fth..e prigrzear’s in i
>~ Operating profit rose by 35% to R51,6m T N

il

e (RS, “eeblocting contmuing tight asset A3 the interim dividend €6uld ot be

~~ = =" R13m (R24m), reflecting a reduction in " LEht: A COVer g

M, djusted, Ellerine said the 15% increase to
. management and control of expenditure”. a ! .
Net interest received almost halved to - 125¢ (109¢) a share suld be seen in this

liguidity attributable to the cost of the

| ﬁm- | | . |
. e g = ? Eﬁ R
! expansion programme and the increase in Ellerine said thagroup w dentof = 7 -

turnover, Ellerine said. %~ . 1 its ability to maintain its_performance

This brought pre-tax profit up by 30% to ' over the next six months. ladega

- --——1{ R528m (R405m). .. = ..~ feap o noe o ‘__..Thegroﬁphadplanneda*furlhﬁ frer 100 12

Current and deferred tax increased by “hew stores for the remainder of the cur-

| SR

: | 25% to R25,9m (R19,2m) — Ellerine pro- _ rent financial year, and Ellerine would - _-
vides fully for deferred tax. ©~  ° also continue with the programme of uyp-
* This resulted in earnings after tax being  grading existing stores and merchandise, .
27% up at R26,9m (R21,3m). - besaid 5 ... o 'w’ ‘ R
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fD rides high n
buoyant condm ns

[ . warciA KN

BUQOYANT trading and
tight financial controls
saw furniture retailer
J D .Group boost its
earnings by almost 40%
to 143,2c (102,6¢) a share
in the year to end-De-
cember 1950.

The 50,1%-held W & A In-

vestments subsidiary,

_ which has 178 stores
countrywide, increased its
turnover by 36,9% to
Ré645,7m (R471,7m) and op-
erating profit was 25,7% up
at R83,6m (R66,5m).

“The vigorous growth in
discount chains Price 'n
Pride and Joshua Doore —

whiih traditionally work on
loiwer margins than Brad-
lows and Score Furnishers

— led to a reduction in op-

- .erating margins from 14%
to 13%", chairman David
Sussman said in an inter-

. view yesterday.

The swing by consumers
towards " diséount chains
was natural under the eco-
nomic conditions prevail-
ing in 1990, he said.

Bradlows and Score in-
creased their turnover by
216% and 389% respec-
tively, and their respective
chains’ contributions to

. JD’s profits ‘showed in-
creases of 27,1% and 60,4%.

. These were lower than

' conﬁnbutmns‘ﬁby Joshua

 Doore, which" uicreased’ its'

D Group 143 2 ‘
. Earnings :

DDMdends 1025 IS
86.8

87 88 89 90

Graghic: LEE EMERTOH Boursa 0 GROUP

turnover by 335% and its
chain contribution by
79,3%, and Price & Pride,
which inereased its turn-
over by 56,8% and its chain
contribution by 90,6%.

Sussman said although
turnover increased signifi-
cantly, “the greatest care
was taken to maintain and
nnprove the quality of the
group’s largest fmancxal
asset — the debtors’ book”
The book grew by 38% to
R529m, and arrears came
down from 74% to 6,1%.

Although the debtors
book grew, turnover in-
creased dramatically, mar-
gins were affected and sup-
pliers terms reduced,

. gearing at 54,2% (54%) had

hardly moved.

The final dividend was
raised from 1lc a share in

989 to 14c a share for 1990,

bringing the full-year divi-
dend up by 294% to 22e
(17c) a share.

Dividend cover was in-

iereased from 6 to 6,5 times

50 as not to declare divi-
dends out of retained earn-
ings and to maintain re-
serves. In this way it was
possible to protect the cap-
ital base of the company,
Sussman said.

JD Group, which pro-|

vides for deferred tax on a
partial basis, would there-
fore still have sufficient re-
tained earnmgs to meet any
changes in Section 24 allow-
ances, The tax authorities
were looking at amending
the way tax was caleulated
for businesses offering hire
purchase facilities.

The group was monitor-
ing the situation, but Suss-
man said “the company
would be able to meet any
possible 11ab111t1es that
would arise”.

Attributable income for
the year broke through the
R50m mark, rising by
39,6% from R37Tm
R51 1m — this has more
than doubled since 1987.

Sussman said: “We were
delighted with the results,
and the group was fortu-
nate in that its trade cov-
ered a broad spectrum,
with the chains having
clear identities”.




o

of D

- Sales of, household dura-
bles are still growing
strongly, despite tougher
economic conditions, as
buoyant profit announce-
ments from two furniture
retailers, Ellerines and JD
Group, show.

In the six months
ended-February, El-
lerines’s sales grew
30 percent to R311,3 mil-
lion from R239,4 million,
Owing to tight asset man-
agement (which reflects
improvements ini the debt-
ors’ book) and expense
control, operating profit
grew 35 percent to
R&1,5 million from
R38,1 million,

The JD Group, which
reports for the year
ended-December, shows a
similar picture. Turnover
was up 36,9 percent to
R645,7 million from
R471,7 million. Despite
this strong turnover
growth — a large chunk

of it from HP sales — JD.

managed to bring down
arrears to 6,1 percent
from 7,4 percent.

Both retail groups are
still forecasting satisfacto-
ry growth in the months
ahead, provided there is
no deterioration in the
economy or the political
.enviroment. .

JD’s. earnings rose
39,6 percent t0.143,2¢ from

1026c. A final dividend of

l4c hag been declared to
maketotal of 22¢ (17¢),
which is covered 65 (6)
I imes,; st § P
; Théﬁirectors say that
at the end of -1989 they
believed .there would be
a reversal in the foresee-
able future of timing dif-
ferences in Section 24 al-

\ |  Diagonal
q{i\‘b\g\ Satgeet
\‘{x@l‘ Jabulani

Sikhakhane

Furniture retailers
‘hitting the jackpot

lowances, and there was
a need to provide for de-
ferred taxation on the par-
tial allocation method.

Taking into account the
38 percent growth in its
debtors book, revised fore-
casts indicated that timing
differences would not re-
verse in the future, There-
fore the R22,4 million pro-
visicn for deferred tax ex-
isting at year-end Decem-
ber 1989 was no longer re-
quired. This, excluded
from determination of
after-tax income, was
transferred to retained
earnings,

Cash sales

Reviewing the results,
JD Group chairman David
Sussman says cash sales
as a component of turn-
over dropped slightly. This
accounted for the 38 per-
cent growth in the debtors’
book. to R529 million
(R378,0 million).

To finance this growth

. in debtars, Jonig-term bor-

rowings'incredsed 45 per-
cent%e*R115,2 million
from¢iR79,2-million and
finajicing feosts rose
32,5, percent ito R21,9 mil-
li _nf(Rlﬁ,smillimijl). -

‘As a regylt, the group
fgjled in iﬁ%‘saixpﬂ o re-
diping gearing below
50 percefit ‘which by year-
end was up slightly at
54,2 percent.

Turnover at R645,7 mil-

)

lion was up 36,9 percent
from 1989’s R471,7 million,
But a swing to discount
chains, Joshua Doore and
Price 'n Pride (which tra-
ditionally operate on
lower margins), depressed
group margins which fell
from 14 perecent to
12,9 percent.

This restricted growth

‘at the operating profit -
level to 25,7 percent to .

R83,6 million from
R66,5 million. Because of
the higher finance-
charges, pre-tax income
grew 23,4 percent to.
R61,70% million

Ellerines atiributes the |
strong growth to the open-
ing of 17 new stores, which .
helped the group increase *
its penetration of the mid-
dle and upper-middle |
markets.

A drop in net interest
received of 47 percent to .
R1,3million from ;
R2,4 million reflects a.
drop in liguidity due to
cost of expansion and in-
crease in turnover. The
group has no borrowings
imd funds growth internal-
y.

Taxation {current and |
deferred) rose 35 percent
to R25,9 million from
RIQ,?gnillion. :

This trimmed ‘%the
growth at attributabie
earnings level to 27 per-
cent at R26,9 million
(R21,3 million) - equivalent
to 375¢ (296¢) per share,
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METAIR Investments, Weseo's 42% held
auntomotive component manufacturer,
showed a 38% drop in earnings a share last

sales.

Attributable proflt slipped 38% to R8,6m
(R13,9m) or 153c (245¢) a share for the year
to end December 1950,

Metair’s replacement market was badly’

affected by the economic downturn and
turnover increased 7% to R330m (R309m).

MD Alan Plummer said substantial

losses were incurred at two operating
companies. In previous downturns the re-
placement market had reacted in an anti-
cyclical manner to vehicle sales, he said,
An unchanged dividend of 63c was de-
clared. The inclusion of a R2,8m extraordi-
nary item further reduced attributable
profit to R5,8m.
The extraordlnary item represented the
net effeet of tax payable on a reversal tax
allowance claimed on fixed assets in pre-
vious .years. '

Plummer said the reversal resulted
from restructuring effective from January
1990, and should result in significant cash
flow benefits in the future,

He said Metair had been issued a prefer-
vence share, atiracting a scrip dividend
which would increase its 30% stake in
First National Batteries to 33%.

During the interim period, Metair ac-
quired the remajning 25% shareholdmg in
Motorubber for R3m. |

Pluramer said major extensmns had
been undertaken to premlses and manu-
facturing plants at two major subsidiaries

E——y

year on the back oi ‘declining new: vehicle *

Metair hit by P
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to accommodate additional business
secured through the Phase VI local content
programme,

He stressed that the full benefits of the
new business would not be felt until the
second half of 1992.

Despite the predicted 2-3% decline in
new vehicle sales this year, both com-
panies which experienced abnormal losses
in the period under review were expected
to improve their financial position,

Plummer said profits for 1991 should
show & substantial improvement over 1990
but 2 refurn to real growth was unlikely
before 1992,

The share moved 50c to a new high of
R13,50 yesterday. It hit a R11,25 low in
January.




Furniture sales boom has ended

FURNITURE sales figures have begun to

level off this year following the “something ' MARCIA KLEIN j

near boom conditions” experienced during  turn would be felt most severely by the

the second half of 1990. lower income group “which constitutes a
Furniture Traders Association (FTA) major and growing proportion of our cus-

president Terry Simon said in the annual tomers”, Simon said.

report that monthly turnover growth last The industry was working with govern-

year often averaged between20% and 30% ment to achieve a mutually acceptable

after the lifting of credit restrictio solution to pending changes to the debtors

March, & lmje ]gai:/ g 30 / allowance in terms of Section 24 of the
“This, however, here the Income Tax Act.

news ends,” he said. The introduction of codes of conduct pro-
This year would be tougher for the - posed last year was “a potentially harmful

try as companies were “facing the reajities piece of legisiation”. It would be difficult

of declining earnings and increased unem- to see how transgressions of such a code

ployment”. would be treated or how such a code could
The industry was likely to be adversely ever become law, Simon said.

affected both in terms of sales and collec- The FTA believed the code was unneces-

tions, as the effects of the economic down- sary and unenforceable.
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‘Nifcoc walks out of
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“S;,wazl"conferenc :
&\g“fg\—b al Ti™ COHEN i
\ MBABANE —The conference on regional
ec:onomic co-operation suffered further
. controversy yesterday when delegates
from the National African Chamber of
 Commerce (Nafcoc) watked out, claiming
they hiad been upstaged by a “rival™ busi-
ness'federation. : -
he;Nafcoe walkout follows the refusal
on Wednesday by Swazi King Mswatl m
and Prime Minister Obed Dlamini to at-
tepd the conference after organisers failed
tobinvite local business representatives.
"t is'believed the Nafcoc walkout, led by
its president Sam Motsuenyane, - came
after a conference session was hosted by
the Foundation for Africdn: Business and
C@nsul"ner‘rServices (Fabcos).  “
,Nafcoc is co-hosting the:talks with the
SA' Chamber of Business {Sacob), the SA
Foreign Trade Organisation (Safto) and the
Herbert Quandt Foundation of Geérmany.
‘Conference organising committee chair-
man Francois Marais said yesterday he
believed:five Nafcoc delegates walked out
hecause they believed Fabeos had been
given a higher profile than Nafcoc.

resulted -in his and-the Kking's- non-atten-
dance at the conference. % i

'The king was due to.open the conference
and Dlamini was to deliver‘an address at
th‘p'gala banquet on Wednesday, but both
did not atten the .confereiice. ’
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hits

The slump in new car
sales last year hit earn-
ings at automotive com-
ponent manufacturer Me-
tair for financial 1590,
-Attributable income
plunged by 38 percent to
R5,8 million (R13,4 mil-
lion), equivalent to a fall
in earnings per share from
245¢ to 153c. However, the
total dividend for the year
was maintained at 63c.

Turnover increased by
only seven percent to
R330,4 million (R309,1 mil-
lion) and substantial losses
were incurred by Metair's
two operating companies,
First National Batteries
and Motorubber.

During 1990 the group
gained full control of Mo-
torubber, by acquiring the
remaining 25 percent
shareholding for R3mil-
lion, ,

First’ National Bat-
teries, in which Metair
holds 30 percent, was
formed through the merg-

-er of Raylite Batteries
and Chloride SA.

The directors comment
that apart from the de-
clining car market, the re-
placement market was

1, .
I w3

also badly affected by the

GO ey

“Slump in ¢

ail
By Svm%ﬁ

2 . TR T
L H .

general economie condi-
ticns,

They are, however, con-
fident that the profitabili-
ty of the two operating
companies in the current
finaneial year will im-
prove considerably.

“Major extension pro-
grammes have been made
to accomodate additional
business secured as a re-
sult of the Phase 6 local
content programme,” the
directors state.

However, they add that
real long-term growth in
profits was uniikely before
1992, as sales of new cars
are still expected to drop
by a further three percent
this year and the full bene-
fits of the local content
programme will only be
felt by then.

Metair’s holding com-
pany Wesco, however, re-
ported a strong growth in
earnings as the losses at
Metair were more than
offset by Toyota’s good
performance, _

In financial 1990° Toyo-
ta's earnings rose by
28 percent. As'd resuit
Weseo's earnings per
share increased.from 589¢
to 724, while the dividend
was raised by 20 percent
to 72¢ (60c).
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clothing industry’s boom in exports sparked
by the adjustment programme will be severe-
ly damaged if the textile tariffs go through.

“Exports surged by 44% last year to about
R170m. We now expect them to reach
R300m by the end of this year and R500m
by end 1992,” he says,

Van Zyl’s sentiments are echoed by Dur-
ban-based AM Moolla CE Sadek Vahed,
who says a surge in exports will create more
jobs and lead to a growing local market for
textiles. “The adjustment programme bene-
fits apply only to SA-sourced cloth. The
more we export, the more they will sell to
us,” he says.

But Texfed’s Brink counterattacks by not-
ing that the textile industry itself has been
active in the export market and has increased
its export revenues from R230m in 1987 to
R425m in 1990.

Federation president Ernest Wilson main-
tains the textile industry needs protection
against “blatant dumping” by countries in
the Far East,

“Should government devise an effective
anti-dumping pelicy, we will be happy to
agree to the scrapping of the existing formu-
la duties. But local inflation has also aggra-
vated the threat posed by cheap imports.” W

BLACK BUSINESS £ \S{3/1l

MAPONYA’S nmvn@

For much of the late Eighties the diverse
empire of Richard Maponya, the country’s
best-known black businessman, tottzred on
the brink of collapse. Township boycotts,
management talent stretched too thin, and a
shortage of capital, he acknowledges, almost
put him out of business. Cbe

He was rescued last year by Small
Business Development Corp (SBDC). It ex-
tended loans to several of his businesses on
the grounds that, taken separately, each of
his businesses is a small business. It also set
up training programmes for his managers.

His conglomeration of businesses, which
includes a full-service supermarket, several
smaller grocery stores, dairies, bottle stores,
car hire outlets and a BMW dealership, will
be given a financial boost if he can carry out
his plan to develop a shopping centre on
20 ha he owns in Nancefield, Soweto.

But Maponya (64) is disappointed that
developers have shown so little interest in the
cenire, even though it would have an esti-
mated 3m people on its doorstep. The SBDC,
which has developed several neighbourhood
centres, does not have the funds to become
the developer.

“Building another Eastgate or Cresta is

=

e stz al

not our busmcss, says the corporafl;on ’s }oée

Schwenke, “though we would offer finance
to the smaller shops in the centre on merit.”
Major developers have concentrated on pe-
ripheral centres, such as Highgate and
Southgate, which
have given retailers
access to the Soweto ¥
market without the
risks of developing in
the heart of the town-
ship.

Maponya believes g
there is still a lot of
discrimination and
risk is often used as an
excuse; *“There is a re-
sistance to giving meaningful leans to the
black community. The stock answer is that
blacks cannot offer collateral but legislation
has made it very difficult for blacks to accu-
mulate assets.”

First National Bank’s Rod Cusens agrees
that the lack of collateral makes it difficult
to use normal lending criteria for blacks.
Greater emphasis is placed on the viability of
the business and its long-term prospects,
rather than collateral. *But you have to look
at our track record. We have incurred a

Maponya

" disproportionate amount of bad debt. Black

businesses have often failed to keep accurate
records, so it’s impossible to assess their
health.”

Maponya readily admits that he has found
it difficult to find the line management
talent he needs to run his businesses. And
being based in the townships, his outlets have
had to contend with frequent stayaways and
boycotts. “These have affected business in
the black areas more than anywhere else,”
he says. “And turnover lost on a single day
cannot be regained.”

Carlos dos Santos of Score, which man-

" ages Maponya’s Supermarket for a fee, says

the unrest and boycotts certainly add to the
business risk. He adds that the sales per
square metre at Maponya’s is very good and
he would like to expand.

Carmakers have been predicting an explo-
sion in black car ownership but until that
happens the returns from his BMW dealer-
ship will not reach expectations. “That can-
not take place as long as the economy is as
depressed as it is, but with more blacks
moving into managerial positions, the pros-
pects can only improve,” Maponya says.

BMW spokesman Chris Moerdyk notes,
however, that Soweto BMW is profitable
and, despite the fall in car sales, the outlet
has steadily increased sales.

Maponya believes the prospects for black
business would be much better if it were
allowed greater access to capital and other
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TRADEGROF™ 1513|111 (30
UNBUNDLING PROGRESS

Sankorp has tried for nearly seven years to
get its investment in Kirsh Industries
(Tradegro) to yield acceptable returns. It
now intends selling its interests in Checkers,
Metro, Coreprop and Stuttafords/Greater-
mans, after the unbundling exercise has been
completed by mid-year.

Does the intention to sell al] the Tradegro
operating companies other than Cashbuild
mean that Sankorp is admitting defeat? The
answer, at least according to Etienne [e
Roux, Sankorp’s GM investments and direc-
tor of the relevant companies, is no.

He argues that the Tradegro and Trade-
hold pyramids have kept Sankorp removed
from the day-to-day running of the operating
companies. After the unbundling, Sankorp
will be closer to the operating companies

_FEw 13’\3\1‘1\ @

(though it is represented on these boards now
anyway). Le Roux notes: “Tradegro was not
good for us, and we were probably not good
for Tradegro.”

He says that if some of the companies are
not sold, Sankorp will continue to support
them and build them into profitable entities.
It is not clear whether all this means that
Sankorp is to depart from its stated policy of
not interfering directly in the running of
operating companies,

In the unbundling, the investments — ip-
cluding cash held by Tradegro — in the
underlying operating companies will be pro-
portionately distributed among shareholders
of Tradehold. Investors will then hold shares
directly in these companies. Le Roux says
the programme is planned to be concluded
before June 30, the financial year-end of the
pyramids.

Tradegro will be left with only Checkers
and Coreprop and its name will probably be
changed to Checkers. After the unbundling
Sankorp’s fully diluted shareholdings will be
about 42% in Cashbuild, 36% in Metro, 47%
in Stuttafords/Greatermans and 48% in
Checkers/Coreprop.

As Le Roux affirms, if Sankorp sells its
interests in the companies, the buyers would
have to make offers to minarities, It remains
to be seen who will come forward to buy the
current two problem companies, Checkers
and Metro. Checkers deteriorated under Na-
tie Kirsh's reign but never really recovered

i under Sankorp.

Under the entrepreneurial owner-manage-
ment of Kirsh and Lionel Katz, Metro was
one of the biue chips of the retail sector. But
it, too, has deteriorated sadly during the past
few years.

The 47% holding in Smart Centre has
already gone to Christo Wiese’s Pepkor for
R31m; Cashbuild is not up for sale, and the
only other remaining profitable company is
Stuttafords/Greatermans. It is speculated
that Cashbuild is to go to another Sanlam
company, Murray & Roberts, where sources
say they are not aware of any such develop-
ments. But Cashbuild may do best outside a
large conglomerate,

Le Roux says Sankorp is negotiating with
an unnamed party on Checkers, but declines
to add details. He says several parties are
interested in Metro — some in only parts of
the group and others in all, Another two
parties are interested in Stuttafords /Grea-
termans. According to market talk, a loca]
Jeweller is acting as a go-between for an
Israeli consortium of financiers interested in
Checkers. Pick 'n Pay chairman Raymond
Ackerman has been mentioned in connection
with Metro. Pick 'n Pay’s Price Club oper-
ations could fit in well with Metro — though
acquisitions have not been Pick 'n Pay’s style
in the past. A management buy-out is
thought likely for Stuttafords,

Premier may play a key role. It holds
redeemable preference shares of 1c each in
Tradehold, redecemable in July 2002. The
shares carry no dividend or voting rights,
except that “the shareholder is entitled to

Fm 15]3!1| @

vote at any meeting of the contpany on a
resolution which affects the rights attached
to such share, in which event the share car-
ries voting rights equal to that of the total
number of ordinary shares in issye at the
time of such meeting.”

Chairman Peter Wrighton declines to
comment. Bui if Premier were to acquire,
say, Metro, that conld significantly enhance
the group's retail investments. It has an ef-
fective 27,8% shareholding in Hi-Scare,
which controls Clicks Stores, Trador and
Grand Score Supermarkets.

Tradegro’s interim results, published this
week, offer further evidence of Sankorp’s
inability to set its wholesale and retail arm
on a sustainable growth path — and that
something drastic has to be done,

The share price rose from 120¢ on March
4 to 150c on March 12, but Tradehold's
share price has dropped from 100c to 70¢c
over the past month. Gerhard Siabber
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The retail sector was one of the

best places teibe during calen-
dar 1990. Even'now it continues
to look like onetof the more se-
cure spots in-which to shelter

from the ravages of the weak- |

ening economy:

Almost daily, the retail and
wholesalers index edges up to
new highs. Yesterday it closed
at 3904. At the beginning of cal-
endar ‘90 it was just above 2000.

The strength of the index re-
flects the blue-chip quality of
the shares that make up the
index — CNA Gallo, Edgars,
Foschini, Pepkor, Pick 'n Pay,
Waltons and Wooltru.

With the exception of Waltons
all of these shares featured
among the fop overall equity
perfermers in 1990.

Waltons', share price was hit
by disappointing earnings’ per-
formances. which reflected the
impact 6f a umber of poor ac-
quisitions. The strength of the
group’s, core;business is expect-
ed to be better reflected in the
share price performance this

year. . ore

The results-that have been re-
ported tojdatg — and the divi-
dends declared — have more
than justified investors’ confi-
dence. "

Now, haying enjoyed this con-
siderable rétating, it’s a matter
of ascertailing for how much
longer the séctor can sustain its
relatively strong showing.

Syd Vianello, an analyst at
Ed Hern Rudolph continues to
recommend .Wooltru, Foschini,
Pick 'n Pay, Edgars and CNA
Gallo “as core portfolio stocks”.

While the more optimistic
chief execitives of industrial
groups are targeting unchanged
nominal earnings for 1991, some
of the retdifers believe that real
earnings growth is attainable.

According to Mr Vianello:
“Our forecasts for- the leading

retailér§ geterally reflect a’

continiedgrowth in earnings
~and dividends in excess of the
" inflation rate.”

| sector,
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He expects the growth in
nominal sales to be below 20
percent this year with real
growth expected to be around
3—3,5 percent. ,

This will be achieved despite
retail margins coming under |-
pressure from a number of
sources including labour costs,
bad debt costs and continued
high shrinkage experience.

Against a backdrop of real
growth in earnings and divi-
dends, one of the more compeli-
ing reasons for being a selective
buyer is, as Mr Vianello points
out the possible increasing diffi-
eulty in acquiring large lines of
good quality stocks.

“We expect little or no new
equity to be raised by the lead-
ing retailers in the foreseeable
future in view of their contin-
ued ability to fund expansion
from existing resources.”

Factors behind Mr Vianello’s
bullish view of the sector in-
clude; recently negotiated wage
increases reflect continued
gains of around 20 percent;
pent-up demand continues to be
unsatisfied, especially amongst
the lower income groups with
expectations creating a positive
spending climate; the availabili-
ty of credit is much improved
and; the informal sector con-
tinues to increase its employ-
ment levels. '

But he cautions there is
growing unemployment and
heavily borrowed* ¢onsumers
may recognise thetneed to re-
ducertheir-indebtness before
buying:yét nioreamerchandise.

In addition black consumers
may be forced:of co-erced into
paying for essential services,

T
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‘Snubbed’ Nafcoc Walks out of ihd%ba@

By Ken Vernon Q{lj 'é\}\&

Star Africa Service

MBABANE — A National Afri-
can Federated Chambers of
Commerce {Nafcoc) delegation
yesterday walked out of an eco-
nomic co-operation conference
because they felt slighted when
a rival black business organisa-
tion was allegedly given
greater prominence.

Nafcoc was listed as co-spon-
sor of the conference on sub-Sa-

haran economy and trade, and
the delegation’s departure is the
latest in a long list of prob-
lems to hii the conference.

Sources said a delegation led
by Nafcoc president Dr Sam
Motsuenyane took offence when
J Mogale, master of ceremonies
at the conference’s first-night
banguet, introduced himself as
a member of the Foundation for
African Business and Consumer
Services (Fabcos).

Nafcoc members reportedly
felt this was giving too much

——— e —

[T

recognition to the organisation.

Last night the chairman of
the conference organising corm-
mittee, Francois Marais, said
Nafcoc had been invited to be a
co-sponsor to prevent the per-
ception that the conference was
dominated by white organisa-
tions.

He said Mr Mogale had been
invited to be master of cere-
monies in his capacity as a rep-
resentative of the Small Busi-
ness Development Corporation.

@



By TOM HOOD
Business Editor

EUROPEAN businesses
and governments are be-
ing asked to plough mil-
lions of rands into Khaye-
litsha and other black
townships to help small
businesses.

One aim is to hoost employ-
ment among cash-strapped and
emerging black businessmen
and help them compete against
incoming white capital after
the ending of the Group Areas
Act..

Twelve European cities are
being .visited by Mr Theo Rud-
man, director of the Self-Em-
ployment Institute and author
of business books, on a govern-
ment-sponsored trip to meet
European politicians, govern-

mrent-uificials 3
ment in big business.
Mr Rudman, who regularly
tours Khayalitsha and other
townships to teach basic busi-
ness skills to emerging busi-
nessmen, left South Africa
armed with videos to show Eu-
ropeans the township condi-
tions under which black busi-

nessmen struggle.

He will visit Zurich, Berne,
Vienna, Munich, Stuttgart,
Bonn, Frankfurt, Copenhagen,
Oslo, London and Lishon.

“] want to show what is hap-
pening in the townships with
emerging business people and
show what sanctions are doing
at grassroots level,” said Mr
Rudman before leaving Cape
Town.

“Having imposed sanctions
on this country, the internation-
al community has an obligation

manage-

"to assist thé massive task of g

“tirely in Khayelitsha.”

_ ships at 8000 a week and had

enterprise.

-

providing management exper-
tise and access to capital for
emerging business people.

“There are many opportuni-
ties for joint ventures between
blacks and the international
community.

“] believe unemployment can
be eliminated and inflation re-
duced to single figures by the
year 2000. This has already
been achieved by both South
Korea and Taiwan.”

The country’s 4 million black
school leavers in the next 10
years are faced with three ca-
reer opporiunities — crime,
revoluiion and self-employ-
ment, he said.

“Fortunately for South Afri-
ca, vast numbers have turned
to self-employment as a means
of creating their own jobs.”

“A great phenomenon is hap-
pening — the creation of
wealth on the squalid squatter
camps that have sprung up.
The size and importance of this
wealth is demonstrated by the
estimated R79 million-a-year
worth of business created en-

Mr Rudman estimated the
stownship, a little over five
‘years old, is seitled by about
500 000 immigrants from the
Transkei and Ciskei.

They flooded to the town-

settied down to a steady 8000 a
month. .
With little capital, education
or help these people were cre-
ating meaningful self-employ- &
ment ;and the squatter town- /@
ships Were the only places in~ §
South /Africa with true private

L66L 91 HOHVIN AVOHNLYS .
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ONE of the most funda-
mental requirements in
planning and starting
your own business, and
ensuring that it may
have survival potential,
is to spend a great deai
of time determining and
analysing your market
accurately. And, the
more accurate and real-
istic you are in your as-
sessment, the bhetter
equipped you will be to
deal with what lies
ahead,

Some of the most suc-
cessful small businesses
are those which took
sufficient time at the
outset to research their
target markets in detail,
and used the subsequent
information to develop
an appropriate market-
ing strategy to pene-
trate that market and
service its needs,

Correct. marketing is
crucial to any business;
and can directly impact
on turnover, gross profit
and the image projected
by the enterprise.

In developing a com-
prehensive marketing
plan and strategy, the
following questions
should be addressed:
® What products and/or
services do you intend
selling and why?
® Who is your target
market and why?
® Where will you sell
your product or service
from and why?
® Who'are your compet-
itors and how will they
affect your business?
® How will you market
your product or service?

To answer these ques-
tions Téquires a system-
atic approach:

B Identification and
analysis; It is by no
means an easy task to
accurately determine
and analyse your poten-
tial market;-as one often
has to face unquantifi-
able dimehnsions and
make certain untried as-
sumptions. It is advis-

30) (%5
e, evel

—xU_ Keep
the following principles
in mind: be painstaking-
ly comprehensive and
analyse every conceiv-
able element; be realis-
tic and not over-optimis-
tic when determining
your market and poten-
tial market share; ask
neutral outsiders to crit-
ically analyse your mar-
ket plan and proposed
strategy.

@ Market potential: The
first step is to identify
and analyse the follow-
ing: define exactly who
your customers will be
in general terms; deter-
mine the total market
spending power or po-
tential for your product-
/service in rand terms;
define the geographical
parameters of the poten-
tial market.

It is obviously not al-
ways easy to obtain this
. information. Often it is
necessary to reply on

assumptions, But there
are many sources of in-
formation-from which
you could begin your
task. Some of these in-
clude: Central Statistical
Services; CSIR; Local
municipalities and local
authorities; National
Productivity Institute;
SBDC Information Bank;
Small Business Units at-
tached to the universi-
ties; suppliers of stocks
and equipment; custom-
ers; libraries; *chambers
of commerce, trade as-
sociations; SBDC Infor-
mation offices; competi-
tors; own experience.
Some of the informa-
tion garnered from
these sources may
sometimes be slightly
dated, theoretical and
not completely applica-
ble to your venture. It
means that you may
have to conduct your
own first-hand research.
This could, however,
prove to be useful learn-
Ing experience and elim-

alysis

THE Small Busingss Indg-
ba is a bimonthly col-
umn, o joint venture be-

tween the Small Business

Development Corpore-
tion (SBDC) und The Ar
gus. it is designed 1o of
ter advice to those
cansidering entering
business for themselves
and fo act o8 a sounding
board for those encoun-
tering problems, For fur-
ther information contact
™ 438 7019,

a«ia%/af/g

SMALL
BUSINESS

INDABA

Compiled by the
SBDC

inate a lot of pitfalls lat-
€r on.
B Target market identj-
fication: This involves
some of the following
elements:

® The geographical
borders/parameters of
your proposed business

@ Current .market
share of competitors

® The strengths and
weaknesses of
competitors ’

@ All factors which
could possibly exert an
influence on your mar-
ket, such as: race group;
religion; age group of
parents; age group of
children; income pat-
terns; behaviour pat-
terns; number of domes-
tic servants; rate of
residential development
and commercial infra-
structure; services of-
fered; access routes;
proximity to other ser-
vices; residential work
patterns.

@ Projected market
share: In endeavouring
to arrive at a realistic
projected market share,
it would be prudent to
scale down your target
market by subcontract-
ing the effect that every
other conceivable infly-
encing factor might
have and forecasting a
conservative and realis-
tic projected share of

the “cake” you may be
capable of handling.

W Caleulated turnover
or sales: When calculat-
ing expected turnover or
sales, recognise at the
outset that it does take
time to establish a mar-
ket; there -may be sea-
sonable fluctuations;
and, finally, look at all
possible scenarios.

B Market strategy:
There is a need to estah-
lish some sort of strate-
gy which will match
your products or service
with the person, elient
or business which may
have need or use for
them.

An effective market

ndame

strategy is one which is
generally capable of ex-
plaining some of the
following:

® Product or service;

-~ what product or
service you are going to
sell?

— why you believe
people will buy your
product and not the
competition’s?

— where are you go-
ing to buy your product
or service needs from?

® Place:

— where you are go-
ing to operate from?

— why did you choose
that particular location?

@ Price:

— at what price are
you going to sell your
prod net or service?

— how does this com-
pare with your competi-
tors’ prices?

— why do you think
people will by your
product or service at
your prices?
©® Promotion:

— how are you going
to sell/market your
product or service?

— how are you going
to promete your preduct
or service?

The subject of market
analysis and developing

|
1

a marketing strategy is
just one of the elements
concerned with small
business development
that is contained in a se-
ries of practical courses
being run by the SBDC
from its offices at 60 Sir

— how are you going
to monitor the effective-
ness of your marketing
strategy?

— what constraints
might detrimentally' af-
fect your marketing
strategy?
Lowry
Town.

The “How to Start
Your Own Small Busi-
ness” addresses the bha-
sic~skills required to
successfully start a suc-
.cessful small enterprise.
Vacancies still exist for
aspirant entrepreneurs
or those alréady in busi-
ness to.enrol in the next |-
series of courses starf-
ing"in’ early’ April.” For |
moreitetails :coneérning |-

Road, Cape

', the coirses:afd:their

’ contedt call’/Afidre de [

Jager ‘at the SBDC t |;
®(021) 4621910, - - |

U
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DESPiTE the “for sale” sign at supermarket

Chec
giant Checkers, the chain will not be allowed

1o go.under if serious buyers do not emerge.

» Sanlam industrial holdings group Sankorp

has ‘opened negotiations with = foreign-
hacked consortium for the sale of Checkers,
but Etienne le Roux, general manager, in-
vestmernits, told Busiqess Times;

“If there is no sale at the end of the day we
will help management a lot more to get the
company making the profits it deserves.”

In the year to December 31, Checkers
pushed up sales by 7,5% to R1,7-billion, but it
posted a pre-tax loss of R467 (00, eompared
with the previous year’s R9-million profit.

Three big groups have already looked
closely at Checkers and backed away.

Last year a proposal that Christo Wiese's
Pepkor group would take the entire Tradegro
group — including Checkers — from Sankorp
fell through, apparently over the price to be
paid for the supermarket chain. :

Since then, Brian Joffe's Bidcorp ;had 'a
quick look, but he decided he could jegpardise
too much of his wholesaling operation if he
moved into supermarkets.

And then Durban-based Prefcor, the group‘

which employs_former 'Checkers managing
dj:le‘ct'or Clive Weil, decided against a serious
1d.

\ -
i+ A

still up for grabs

By IAN sMitH (39)

Mr Le Roux said there bad been many
engquiries, but the approach by the unnamed
consortivm seemed the most promising, The
potential bidders are still looking at the
Checkers operation and weighing their.op-
tions.

A firm offer is not expected in less than
two weeks, possibly a month.

The consortium has given an assurance
that it does 1ot wish to asset-strip Checkers
and the existing management will probably
be kept on because the buyers are not in
retailing: ‘ )

Sankorp would Jike to sell Checkers after -
the unbundling of the Tradegro group, which'
is scheduled to be eompleted by the end of *
June, Sankorp could then sell its shareholding
on condition that the buyers make an offer to
minorities, says Mr Le Roux.

Checkers managing director Sergio Mar-
tinengo, who moved into the hot seat last
December, remains confident that the chain
cant be returned to profitability.

“Prospects are already looking better,” he
says, “Many of the changes we have imple-,
mented are heginning to bear fruit,”

* +71
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Stuck on Tra,de ro

TRADEGRO shares — an Qh-accrues in unhsied Checkers,
endangered species — refuse\Stuttafords /Greatermans
to budge in splte of an asset "and Coreprop, and in the list-
strip and the sale of \ “ed Metro. Only Cashbuild is
Checkers. - 30 "= deemed worthy of keeping.
The; shate nchanged Sankorp is ldoking after
at 150c .after. major share- Tradegro minorities by
holder Sankorp laid its cards mmstmg that the buyer of
on the table. any of these companies
Sankorp - itself.a holdmg makes an offer to all share-
company for Sanlam’s indus- w holders 1t says it is negotiat-
trial interests — has already gn " ing such sales and is trying to
-dispensed with listed holding ~ ' restore profitability to the
company Federale Volks- losers.
Jbeleggings - and  distributed Tradegro’s complex cap-
-the portfolio to members, ital structure of debentures
= Tradegro is next, Its port-  and preference shares cloud
sfolio of interests will be dis- .the caleulaticn of intrinsic .
‘tributed to shareholders and - value per share. The biggest
#it is Sankorp's intention to ~debenture issues were little
,sell off the direct stakeSplt changed on the JSE,
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Truworthg takes a

TRUWORTHS' move into the non-
clothing mail order bunsiness, an
operation well outside its traditional
fashion and accessories field, might
be questioned by seeptics.

Greater exposure to credit sales
will alsp surprise more conservative
businessmen.

Speeiality Retail Group managing
director Eddie Parfett says
Truworths is following an established
trend in Furope and the United States
and the move will allow it to exploit
its account database and sophisticat-
ed credit system.

In the process, says Mr Parfett, the
new venture will beost Truworths’ ex-
posure throughout Southern Airica.

The first phase of the three-million
catalogue mailshot is well under way,
using the retail clothing group's

By JANE ARBOUS @

account holders as its base.

The next distribution channel will
be inserts in newspapers and maga-
zines. A second brochure, twice the
size of the first, will be distributed ai
the end of May.

Mr Parfett says: “We have been
looking for a long time at ways of
using our infrastructure more fully.
Offering non-interest credit for six
months to people buying our new
range of produets is highly unusual in
international mail-order terms, but
it's not a mew policy for us.

“About 80% of onr core huginess is
based on credit. We have the elements
that are crucial to success in credit
management, such as a central on-

shot at mail order

line credit-rating system.”\3 O

The new venture, Leading Con-
cepts, offers a range of middle to
upmarket non-essential goods that
are largely unavailable in SA,

Goods range from 8 dog repeller
costing 169,95 to the world’s first mul-
tilinguai talking transiator at R889,95;
from jewellery to kitchenware and
home textiles. At least 40% of the
produet range will be changed in each
catalogue.

Truworths’ decision to move into
mail order follows well-established
trends overseas. In Britain almost £4-
billion a year is generated by mail-
order sales.

In the US 10% of general merchan-
dise sales and 32% of national retail
sales are mail-order transactions,
which account for 1,7% of GDP.

Major retail chaing in the US also rely
on mail order to supplement their
over-the-counter trade.

Truworths has spent the Iast twe
years conducting research and setting
up the infrastructure for Leading
Concepts.

Although the local market is small,
Truworths believes there is massive
potential for growth, and that there is
room for high-quality, good-value
produets.

Mr Parfett declines to disclose the
capital investment involved, except to
say: “In our terms it's fairly small.”
" A new division has been created,
with a small mangement team backed
by the foll Truworths management
structure. A wholesale operation has
also been established, which will offer
trade terms for large orders.

T
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By DERRICK LUTHAYI

A NATIONAL African Federated Chamber of
Commerce and Industry (Nafcoc) delegation walked
out of a Swaziland business conference on Thursday,
saying they were not consulted in the conference
preparations. oy 1My

The Africa Sub-Saharan Economy and Trade (As-
set) conference was the first in 40 years to bring
together business representatives from African coun-
tries to meet their South African counterparts.

Nafcoc says it is imperative to hold a “post-
mortem” to ensure this type of experience is avoided
in the future.

Nafecoc president Dr Sam Motsuenyane said the
organisation found it difficult to maintain an associ-
ation with a conference that had departed from the
agreed objective.

The Nafcoc delegation walked out because the
organisation was not adequately consulted during the
conference preparations and because the agenda was
finalised without its involvement,

“As co-sponsors we were not consulted in the
formulation of the conference programme. The input
we made was not reflected in the final programme,

i

Nafcoc men walke:
Zi conference

SO e
P e e,
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which differed significantly from the draft.

“Our suggestions to the conference organisers to
invite representatives of Swaziland business were
ignored and the government authorities were not
properly and sufficiently consulted,” said Motsuen-
yane.

King Mswati IT and Prime Minister Obed Dlamini
pulled out of the opening day of the conference
because of a major protocol “boob” by the organisers.

Sources in Swaziland say the organisers did not
formally inform and invite the Swazi government to
attend the meeting and the local business community
was ignored.

Sapa reports that the Nafcoc delegation was “up-
set” primarily because leading members of the Foun-
dation of African Business and Consumer Services
(Fabcos) had played a more public role than Nafcoc
members.

“We feel there is a conflict of interests between
Nafcoc and Fabeos which caused the entire Nafcoc
delegation to leave,” a source said.

The South African Chamber of Business, which is
one of the four listed conference sponsors, “insisted

2.vs complained tha
= on'the conferénce
N VP A

that Nafcoc be included in the sponsorship list”, \

according to the source,
This was reportedly’ ’
because the three other -
sponsors — Sacob, ‘the ;
Herbert Quandt Foun- -
dation of Germany; and
the South African For-. -
| eign Trade Organisation
(Safto) — are predomi--
nantly white business or- -
ganisations, 0 -
Organising commit-
/| tee chairman Francois:
| Marais said hewas sorry
| @aconference of such im- -
portance was troubled ',
by such “fundamentally .
| tiivial” issues. -, .0
1 Marais added  that "
the conference had been..
“an enormous success |
-with meti - and. .womien '
from all over;southern .-
Africa making, impor- ;
tant contacts, and ad: *
dressing .issues of ‘great :
.fegional importance, s+ ;
riously and positively”.
: A ‘conference; source.
said ‘the’‘organisers,:
agreed -torinchide; Naf.
coC'as" @ Co-sponsor . by
cause ' of Sacob’s :insjs- . »
tence, adding: that"the .
“only - financial- sponsor, .
of ‘the"conference is'th
. Herbert Quandt, Foun-: -

_
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|saies downturm)

| ()12,7m) or 46,3c (108,5¢) 4 share,

| potential to. the group, further
;| eroded earnings to Rdm.

ashes resultsi)

1/}.MARC I_-‘IASE'NF}USI‘j

‘downturn . in vehiclés and
comiponent sales' slashed Vekira
- Corporation’s éarnings.-57% for
the year:io end-December 1390, )
" Directors said Vektra’s oper:
ations were forced to reduce mar-
gins, to " lefend market “share
.against 'competitive 'pressures.
Earnings plammeted - to-R5,5m
on the back of a slénder improve-
ment in turnover to R475mY’
@®a57m).{H\04 | b\@. o

A R1,3m ‘extraordmary “loss}
arising mainly from the discon-|
tinuance; or sale of businesses
which 'no‘longer offered strategic

¢
. B
i

" A final dividend of 6¢ was de<f

1 “dlared.. The-4oial*payout-was, rezg

_ duced to, T6e (35c), covered 3,1 (2,9)
timg'es.ll-‘l,;‘,,' T i
' Directors  sajd success . 'was
starting to show in the drive to]
reduce, éxcessive stock levels’in,
some comipanies. . ;

These liad risen during the first
half of thie year in companies that
had entered into contractual ar-

=L

rangements for the purchase of,
i replacement parts and used,
vehicles, Directors said high stock
levels led to the 70% increase ini
the interest bill to R19m (R11m):
for the period under review.
The 74,9% held W.& A subsid-
jary bas its primary listing on the:
International Stock.Exchange in:
“London; but as the ‘main-trading!
operations -are-concéntrated in.
| SA; $hé fiingtionalearrency is cond
sidered to be the rand, ¢
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Sales downturn| |
shes results

ey

downturn in vehicle and
component sales glashed Vekira
Corporation’s earnings 571% for
the year to end-December 1990

Directors said Vektra’s oper-
ations were forced to reduce mar-
gins to defend market share
against ~ competitive pressures.
Earnings plommeted to’ R55m
(R12,7m) or 46,3c (108,5c) a share
on the back of a slénder improve-
ment in turnover to R475m
mas7m). L 04 10,

A R1l,3m extraor Joss,
arising mainly from the discon-
tinnance or sale of businesses
which no longer offered strategic
potential to the group, further
eroded earnings to R4m. .

A final dividend of 6c was de-
¢lared. The total payout -was. re:
duced to 16¢ (35¢), covered 3,1 (2,9)
times. L

Directors said success was
starting to show in the drive to
reduce excessive stock levels in
some companies.

These had risen during the first
half of the year in companies that
| had entered Into contractual ar-

rangements for the purchase of
replacement parts and used
vehicles. Directors said high stock
levels led to the 70% Increase in
the interest bill to R19m (R11m)
for the period under review.

The 74,9% held W& A suhsid-
iary has its primary listing on the
International Steck Exchange in
London, but as the main trading
operations are concentrated in
A, the functional currency is con- #

 gidered to be the rand.
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A MOTION to discuss business ethies
at the SA.Chamber of Business’s (Sa-

. _cob's) Transvaal regional congress on

Saturday was withdrawn from open
discussion because of the presence of
the media.

The motion, proposed by
Springs Chamber of Commerce & In-
dustries, was due to be discussed dur-
ing the public session of the congress
but a vote was passed for it to be
discussed in closed session.

In its motion the Springs chamber
expressed concern over the decline in
ethical standards in the obtaining and
retaining of orders for the supply of
goods and services. It said various

- criminal methods were also used to

obtain payment for the placement of

orders. %{)0/\ \i\l\o\\

LJangerous ous

Sacob president John Hall suggest-
.ed the motion be transferred to the
closed afternoon session due to the
controversial nature of the issue.

In the ensuing debate, former Sa-
cob president Sid Matus said the mo-
tion was “dangerous to vent and air in
an open session’ The Springs cham-
ber insisted it was essential for the
miatter ‘to be discussed openly.

When the matter was taken to a
vote, on a show of hands alone it
appeared as if most chambers wan-
ted open discussion.

However, due to its larger finan-
cial contribution, which determines a
chamber’s voting power, the Johan-
nesburg- Chamber of ‘Commerce &

viInduStry {Jecn ediits 26 special ;
votes to successﬂ;ﬁb femove the mo-'
tion to’the closed Sedsion.

Sacob president John Hall, left, with Anglo Americen Cnrpatl chairman Jula Ogilvie Thompson at the opening of Sa-
cob's Transvaal regional congress in Johannesburg on Friday.

Picture: ROBERT BOTHA

Sacob clamps a lid on
‘ctiminal ethics’ motion

[ marc HasenFuss |

The Springs chamber eventually
announced the withdrawal from the
congress of its motion.

Inits motion proposal the chamber
said it did not intend to list'any indi-
vidual, group or company in connec-
tion W1th corruption. “Our intention is
to inform and advise of what is tran-
spiring in SA” PR

In his .opening address on Friday,
Anglo American Corporation chair-
man' Julian Ogilvie- Thompson said
the business community recognised
that the new SA had to address deeply
felt and justified grievances and, as -
far as possible, the aspirations of
those South Africans who had benefit-
ed least from economic growf.h .

He said the purpose of the clifrent’
debate was not to score points but to
reach consensus on the policies that
would best create an econorny capa-
ble of generating the resoufces need-
ed for social investment.

These policies should provide
meaningful opportunities for individ-
ual enterprise and wealth creation,
and could create more Wwealth by
competing successfully in interna-
tional markets, he said. *

Oglivie Thompson said-disagree-
ments over economic poli¢ies, whe-
ther from wishful thinking, ignorance
or consciously deceitful analysis, was
often the root of prescriptions for the
future over which businessmen and

,other political actors found them-
tselves differing.

.- He said one goal of future ¢ econom-
m ‘policies had'to be reducfion of in- "
come dispantles PO

'—' W

- -




age 14

SOWETAN Monday March 18 1991

LTt

THE National African Federated Chamber of
Commerce and the Foundation for African
Business and Consumer Services may become
one organisation, :

Plans are afoot to merge the two major black busi-
ness organisations for the sake of economic power, in-
come and wealth distribution in the post-apartheid
South Africa, , -

This follows an agresment between the ANC and
Fabcos to investigate the possibilities of setting up a
multi-lateral forum involving other black business
organisations.

The two organisations agreed that regular meetings
and consultations would become a feature of the coming
period and thus instructed their relevant structures to es-
tablish an interim bilateral sub-committee charged with
co-ordinating areas of common interest.

The meeting - the second between the two parties - is
seen by business experts 1o be in line with similar con-

ventions, which the ANC held with Nafcoc in an at-

tempt to involve all the key players in the economy,
ANC deputy president Mr Nelson Mandela has also
held talks with Nafcoc president Dr Sam Motsuenyane
on z variety of issues as a means of allowing the cham-
ber to participate fully in the current debate on the frarm-
ing of an appropriate economic policy for South Africa.

D e ats

By JOSHUA RABOROKO

The ANC delegation was led by the internal leader
Mr Walter Sisulu and Fabcos by its president, Mr James
Ngcoya, vice-president Dr Ellen Khuzwayo and mem-
bers of the executive committee at the meeting.

Fabcos briefed the ANC on its structures, aims and
objectives. The briefing highlighted the difficulties
faced by black business in the South African environ-
ment.

Fabcos explained that despite ail these difficulties,
role was increasingly being worked out for black
businesses in the economy.

It became clear in the discussions that a future demo-
cratic economic system should try to encourage and
support black business ownership of productive assets
in manufacturing, construction and finance.

The ANC briefed Fabcos of the process Ieadiﬁg up
to negotiations and the current state of affairs in that
regard.

The approach of negotiations was explained, in par-
ticular the question of an interim government and con-
stituent assembly which wilt draft 2 new constitution for
a democratic South Africa, ’

JS——




Commercial and industrial property
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‘Non-residential s
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RESIDENTIAL and

non-residential sectors’

of the property market
are behaving quite dif-
ferently in this business
cycle.

The latest Rode Report
on the SA Property Market
says while non-residential
indicators show no growth
to speak of, house prices
and flat rentals are grow-
ing in real terms.

aphis is reminiscent of
“ the situation we had in the
1982-83 recession, when
house prices were oblivious
of the slowdown in the eco-
« nomy.”
*  The end of 1990 saw cap-
- italisation rates for office

buildings continuing their-
. decline, with the exception
.. of Durban, where investors
,, are taking a cautious view

because of the imminent
. deluge of new office space.

O ERE 1 LN

Indusirial capitalisation
rates, on the other hand,
started increasing in the
second half of 1990, espe-
cially in Johanneshurg and
Durban.

Cape Town is the most
favoured city for investors.
Over the past three years
this city narrowed the cap-
jtalisation rate gap be
tween itself and Johannes-
burg to zero.

This applies to offices,
regional shopping centres
and industrial leasebacks.

Over the last year, cap-
italisation rates for in-
come-producing properties
in the Cape declined consid-
erably to become compar-
able to the best nodes on the
Reef.

The decline is a reflec-
tion of changed perceptions
of SA investors, who now
see the Cape more favoura-
bly.

1412

“A" probable reason is
political changes awaiting
SA. Investors, perhaps see
the Cape as more Wester-
-m_wm.m and stable in a future

Property investors in the
Cape made windfall capital
profits in the past year, un-
like in the rest of SA.

Unlikely

However, Rode says it's
unlikely the drop in capital-
isation rates will be repeat-
ed in the foredeeable future.

Also, market rentals
have stopped growing.

He say3: “The Cape party
is over for now.”

Property unit frusts are
still more attractive thin
directly held property, says
the report.

For offices, nominal

1)

ctor

tentals have stalled in
nodes, so they are declining
in real terms.

Buoyant until now, the
report says office take-up
may have started feeling
the recession. An exception
is Sandton CBD.

Analysing the latest
take-up figures calculated
from Sapoa vacancy sur-
veys, there’s an indication
that office take-up may be
slowing in many nodes.

However, other nodes put
in a surprise rally during
the last quarter of 1990,
making it difficult to gener-
alise,

Measured in square
metres, new office comple-
tions will fall by 16% this
year compared to 1990, ex-
cept greater Durban, which
will see a 52% increase.

For 1992, the decline is a
further 69%, but this must
be interpreted cautiously,

beca any projects
could still be announced
mw% completed before end-
1992.

“We note that in 1991 the
Cape will see an increase in
office construction of 12%,
but greater Durban will in-
crease by 52%. This tells us
the Durban office market is
heading for trouble.”

Healthy

For line and CBD shops
there is no nominal growth
1eft in market rentals, de-
spite phenomenal turnover
growth a square metre
notched up until end-1950
by major retailers.

The industrial market is
healthy because, to a large
extent, rentals and land
values have levelled off in
nominal terms and vacan-
cies are not rising.

The report says contract
prices are falling for hoth
residential and non-
residential buildings and at
end-1990 were between
10%-12% lower compared
to a year earlier.

“Non-residential build-
ing starts are moving
sideways, whereas house
gtarts have dropped
through the floor.

“The latter can be as-
cribed to high interest
rates, violence and theft in
townships, labour prob-
lems, instalment boycotts
and a mortgage funds
shortage.”

Writing in the report, di-
rector of Stellenbosch Uni-
versity's BER, Dr ODJ
Stuart, says it seems the
general economy may im-
prove during the second
half of 1991.

“But it doesn’t follow the

* building

ERVYIN RODE

industry should
also experience improved
conditions before year-
end.”

He says conditions may
remain sluggish during the
year, but should improve
during 1992.
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Aid for the cash-strapped small businessman

premises;. 30
Investron eting
manager Steve Cook says
relocation costs can be
damting for small entre-

THE Small Business Devel-
opment Corp (SBDC) and
Investron have come up
with a solution for cash-
strapped small entrepre-
neurs who need lar, preneurs.

premises. %\HY“} T “At the same time, there
| An agreement “gives!.tare many of the initial
SBDC tenants a temporary ° hatch of SBDC tenants who
rental concession until they  have proved successful and
are re-established in new have outgrown their ‘hives’.

“What is needed is tem-
perary relief which allows
these entrepreneurs to
make the transition to larg-
€I premises.

“Having been in touch
with property owners in Al-
rode South and Tulisa Park,
we obtained rental conces-
sions of 50% for tenants
coming out of SBDC hives

for a period of three months
on a one-year lease.”

The factories range from
100m? to 1 000m?, with
various sizes and configu-
rations between.

Rentals start from R950
a month.

Cook says it’s hoped to
extend this concept to other
areas,
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* Motion on ethics, % §acob COngress

it

THE Sgiith Afncan Cham- b

ber- of., Business ' (Sacob)
passed a,new, mot.xon at its
Transvaal regionmal con-
gress on Saturday which
Business,, Day omitted to
mention in its report of the
proceedings, Sacob direc-
tor-general Raymond Par-
sons said yesterday.

To complete the report,
he requested the following
be added: “The motion
adopted by congress stated
that while fully supportive

ms{ness bLy. haportar

ciples, congress was none-
theless deeply concerned
about widespread negative
perceptions ahout certain
business and related prac-
tices.

“Congress nrged Sacob to
consider a motion on the
question of business ethics
at its national Convention
in October this year.”

Business Day reported
yesterday that a motion t6

Sacob gress was with-
drawn from open discus-
sion because of the pres-
ence of the media, and the
motion was transferred to

the closed afternoon ses- |
sion due to the controver-

sial nature of the issue.

Sacob points out, howev-
er, that the above motion
was passed during the pub-
lic session. This was not the
same motion reporters

were barred from attend-
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" Budget may brm

'THE Budget is expected to
‘ring some relief to the
sproperty market.

* Sanlam Properties MD
‘Hendrik Bester says lower
‘interest rates will go a long
“way to helping home-own-
cers and smalt businessmen,
"whlle also boosting busi-
ness morale.

He says a higher level of
rconfidence, together with
:the expected improvement
sin the political scenario,
Jcould serve as a signal for
»foreign investment.

» Using Sanlam Proper-
‘ties’ Windhoek experience,
«he says the new Windhoek
YSanlam Centre’s offices
swere fully let on comple-

tion,
It's accommodating at
least five European embas-

sies and other agencies and

missions.

“A similar situation may
arise when sanetions are
lifted, and Pretoria, in par-
ticular, could benefit.”

In the commercial mar-
ket, he says there could be
opportunities for leiting to
the public seetor.

This may happen be-
cause government has less
finance for erecting its own
buildings.

There is still demand for
space, and this could be
rented from the private
sector.

L]
0 1 1

area, he says vacancy lev-
els in the CBD are higher
than in the decentralised
areas, particularly for non-
A grade space.

“Our office vacancy of
5% in Sanlam Centre in
Jeppe Street is much lower
than the average for the Jo-
hannesburg CBD.

“The market for shops is
reasonably strong, but ef-
fected in some cases by
lower escalations because
of weaker turnovers.

“The situation is better
than the figures suggest,
because a large percentage
of new space has been let in
advance.”

It seems the office over-
supply in Sandton is im-
proving, and is around 12%.

g relief t

‘)\’Dcw\ \0\\1 c\ In the Johanneshurg

he

“Office rén ls of R26/m*
can still be obtained for A-
grade space in the CED.
“The demand for office
space in the popnlar decen-
tralised eastern areas are
firm, and oversupply is re-
garded as being temporary.

“Our office parks in Hat-
field and Lynnwood are
nearing completion, and
letting is progressing stead-
ily.

Effects

“Moreleta Plaza, our
7 400m* shopping centre in
Lynnwood, was fully let at
completion in November
1950.”

On industrial property,
Bester says the market is

market

popular, and rentals . of
R13,50/m* for smaller units
are achieved.

“Rentals are moving
sideways, but Johannes-
burg is the one area where
there is stil demand for
larger industrial space be-
tween 8 00010* and 10 000m:,

“The first phase of Route
24, Sanlam Properties’ light
mdustnél park between Jo-
hannesburg and Jan Smuts,
will be ready by May,

“The first letting of
1 000m* has been concluded.
We are optimistic that the
development fulfils the
market demand for smaller
units between 970m* and
360m*.”

In Pretoria, he says de-
mand is not as strong as

Johaanesburg, but rentals §

Ly

SINNQJIY TV -

¥ JUNXINNY

oo “Our Sanlampark Sand- feeling the effects of there- are rising at least with the
ton has a lower vacancy cession, inflation rate.
rate, and rentals in the re- “However, our view  “We expect the slack to
gion of R26/m* are holds good that the demand be taken up with the next
achieved. and rentals for smaller upswing, There’s enough
‘| “We are planning a pnits of about 500m? or less zoned land available for de-
major upgrade and expan- will be sustained, velopment.” ’
, Y sion of our Randburg Sap- “Although the short term  Rentals have stabilised
lam Centre, Randburg shop ~ does not hold much promise  in the Cape, and Sanlam is
, rentals have increased by of an improvement, we are investigating the develop-
e about 15% in the last year. optimistic on the longer ment of one of its sites in
“In Pretoria, our R100m  term. Parow, while the economic
Sancardia shop and office “On the Rand, areas such upswing is expected to
. ] development will be ready as Strydom Park, Robert- benefit Durban sooner than
" Bor the 1991 Christmas sea- ville and Wynberg remain elsewhere,
ig
02 IT9YAYd SINNODIV
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THERE are conflicting
views ahout Cape Town's
property market,

Sanlam Propertieg MD
Hendrik Bester says in the
Commercial market the
taend to locate in northern
urban areas such a5 Bel-
ville continues,

“This market is not ag
oversupplied as Cape Town
central and the southern
suburhs,

“There’s a trend to new
developments and meod-
ernisation of centrally lo-
cated older buildings in 4p.
ticipation of the economic
Upswing around mid-1992,

“We're investigating
business opportunities in

is region,

“In Mitchell’s Plain, onr
R75m shopping centre will
be ready for Christmas,

i

€ expect’ rénts tq
move sideways jp the
shorter term ”

Pam Golding commep.
cial and industrigj division
manager Johp Pistorius
Says the commercia] mar-
ket in Cape Town ig strong,

Shortage

“There’s 3 shortage of
good stock with 3 number
of local and overseas inves-
tors keen to buy,” he says.

Interest js high in tourjst-
related Properties, sp de-
mand for hotels and leisure
developments jg strong.

“Our commnercial djyi-
sion handleq about R10,7m
in deals in February,

“This included a hotel for

|Conflicting hv_ié‘_w; Ph

R8m and vhll OUsS commer- i Sl
cial Property sales anq fi
rentals,

“There ig Substantia)
commercia] development
in the CBD, on the Fore-
shore and nearby,

“But although there ig a
substantjal amount of
stock, iv'g being taken up,
with rentals of around
R2%5/m* for good office ! 4
aecommodation, ’ : Pég

“There’s a large amount » a
of stock available in Clare- - ff
mont, but some large devel.
opments are finding ten-
ants,” he says,

On the industriaj front,
he says institutions are on
the buying trail, seeking oyt
good stock,

Their demang js boosted
by that of some private in.
vestors,
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Ken Vernon

B“F the businessmen of south-
ern Africa are really (o get
down to the business of doing
business freely and openly,

they are going to have to remove
business from the clutches of poli-
ticians and bureaucrats.

That must have been the over-
riding message emerging from
last week's first open meeting be-
tween South African and African
businessmen, in Mbabane, after it
was very nearly sabotaged by the
sensitive egos of both governmen-
tal and non-governmental bureau-
crats.

The Africa Sub-Saharan Econ-
omy and Trade (Asset} confer-
ence, “sponsored” by the SA
Chamber of Business (Sacob), the
SA Foreign Trade Organisation
{Safto), the National African Fe-
derated Chambers of Commerce
and Industry (Nafcoe) and BMW's
Herbert Quandt  Foundation
{which picked up the tab), proved
to be controversial even before it
commenced when Swaziland's
King Mswati failed to open the
gathering as scheduled.

reports on

it seemed certain influential
Swazi government figures and
businessmen had been overlooked
by the organisers.

Egos askew, they apparently
whispered into the King’s ear that
— seeing he was current chair-
man of the Preferential Trade
Area (PTA) grouping that bans
business with South Africa — he
should not be connected with the
Asset conference.

The next hiccup came when the
Nafcoc delegation, led by the or-
ganisation’s president, Sam Mot-
suenyane, reportedly left in a huff
because a rival organisation -
the Foundation for African Busi-
ness and Consumer Services —
was given too much prominence.

The conference sub-title, “Sce-
nario for a sub-continent”, seemed
about to take on an ominous and
all too familiar meaning.

But as the bureaucrats tossed
their curls and left, the business-
men got down to business,

At tea breaks, at the bar, over
dinner, on the golf course, busi-
nessmen were making contacts

and making deals. Brochures ap-
peared as if by magic out of dark
business siits (is that why they
are called business suits?)

South African and African busi-
nessmen doing business is, of
course, nothing new.

Such business is reportedly al-
ready worth an estimated
R10 billion a year, having almost
doubled in the past two years.

However, this business has pre-
viously had to he conducted under
the table. The aim of the Asset
conference was to promote such
trade as it emerges increasingly
into the light by bringing together
key personalities in the region to
evalnate opportunities and defi-
ciencies in areas such as trans-
port and communications, human
resources, technology, etc.

In fact the discussions mainly
revolved around the generally ac-
cepted need to form a southern
African common market.

That many of the so-called key
personalities who were needed to
discuss this theme decided they

could not attend for various —
mainly political — reasons, gives
an inkling of the problems the re-
gion faces if it decides on an eco-
nomic merger.

Yet, not unexpectedly, all of the
participants seemed to agree that
closer co-operation of a formal
nature seemed both necessary and
desirable if the region was to de-
velop, prosper and, more impor-
tantly, become viable enough to
financiaily combat other regional
economic giants such as the EC,
the US and emerging commeoen
markets in Asia and South Ameri-
ca.

There was universal agreement
that South and southern Africa
needed each other, that the region
needed to “harmonise” its efforts
in every endeavour.

“Serious attention needs to be
focused more on regional co-op-
eration and development that will
ensure the optimal utilisation of
the potentially enormous natural
and human resources in the south-
ern African region” said Mr Mot-

suenyane — before hg left.

His words were echood enough
times to make one suspecy that a
common speech writer had been
hired by many of the speakers.

But while many of the problems
of the southern African region
were enumerated, and while what
needed to be done was identified
over and over, no concrete plans
for action were proposed.

One of the few positive sugges-
tions for immediate action was
made at the beginning of the con-
ference by BMW chief Reinhard
Kunstler, who suggested that the
existing regional trade organisa-
tions, the Southern African De-
velopment Co-ordination Confer-
ence, the PTA, the Commeon Cus-
toms Union and others, should
merge to aveid duplicating efforts
in building a united economic
front.

What he did not mention was
that each of these competing or-
ganisations in fact represents a
strong and entrenched self-inter-
est group whose interests ironi-
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Rejoining Africa

THE recent Scenarios for a Subconti-
nent conference in Swaziland — the
first time representatives from 14 Afri-
can states publicly met SA business-
men in 14 years — began on a pessimis-
tic note. From there things got steadily
worse.

The conference, the first of a series,
was aimed at providing mostly SA
businessmen with an understanding of
regional issues in view of SA's immi-
nent return to the international arena.

The meeting comes at a time when
there has been a surge in trade be-
tween SA and countries in the region.
As a result, it elicited a high level of in-
terest from SA businessmen who will
soon need to grapple with some of the
intricacies of regional co-operation.

The conference demonstrated, more
graphically than the organisers had
hoped, that the process of reintegrating
SA into the region will not be quite as
easy as some had thought,

This is because Africa is undergoing
a crisis of monumental propertions.

Also, SA businessmen are not yet ac-
customed to dealing with African gov-
ernments. It is clearly something
which will regnire more care and un-
derstanding than was shown at this
conference.

Whether the conference organisers
were vietims of an internal Swaziland
power struggle or whether some as-
pect of diplomatie protocol was
breached is a moot point. But the fact
is Swazi King Mswati III and Swazi
Prime Minister Obed Dlamini pulled
out of their conference commitments
at the last minute.

To make matters worse, the five-
person delegation from the National
African Federated Chambers of Com-
merce and Industry (Nafcoc) — co-
sponsors of the conference with the SA
Chamber of Business (Sacob) and the
SA Foreign Trade Organisation (Safto)
— pulled out the next day.

Either the walkouts were the result
of an unseemly degree of petulance on
the part of the parties not fulfilling

i
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fraught with difficulties:

1™ COHEN |

their commitments, or they were the
result of a not entirely uncharacteris-
tic degree of insensitivity on the part of
the white SA businessmen.

An opening pessimistic note was
provided by the London School of Eco-
nomics and Political Science’s Christo-
pher Coker who did not use the phrase
“Afro-pessimism” but clearly sub-
seribed to the idea.

The 1980s were a “catastrophe” for
Africa, and Europe no longer felt im-
plicated in its predicament, he said.
Regional development was not possi-
ble; only some kind of regicnal reha-
bilitation.

Unfortunately, much of the available
evidence is on his side.

EC funding for southern Africa de-
clined in real terms by 30% last year.
The UK, for example, was divesting
from the region on an unprecedented
scale, Coker said.

One third of British companies had
divested from sub-Saharan Africa
since 1985.

Other states in the region were
structurally different from SA, which
had a vast array of trade tarrifs, ex-
change controls, licencing systems,
and zoning arrangements.

Coker's negativity was balanced by
African Development Bank vice-presi-
dent Adewale Sangowawa, whe said
that contrary to the gloomy predic-
tions forwarded, he was optimistic
African economies would emerge
stronger and buoyant after the reforms
underway in the region.

Increasing regional dialegwe was
taking place, political differences were
being resclved and confidence was
growing, Sangowawa said.

Sacob deputy president Hennie Vil-
joen called for “open frontiers” and
said the time had come to start break-
ing down those divergent political bar-
riers that could influence co-operative

The conference Was billed as “histor-
ic”, mainly hecause of the delegates’
high standing. Representatives from
the SADCC, the Preferential Trade
Area and influential businessmen and
bankers from Zimbabwe and west
Africa for the first time attended a
conference organised by SA.

To the extent that it exposed SA busi-
nessmen to their counterparts, the con-
ference was a success.

But the desire ouwwmmmmm by Safte CE
Wim Holtes before the conference that
“some kind of communication struc-
ture” would emerge appeared further
away after the conference than before.

In fact, communication emerged as
a major difficulty, both in the broader
sense because of the pullouts and in a
more immmediate sense.

For example, the hotel's phones did
not work.

The conference was billed as a “Sce-
nario for a Suhcontinent”. One can only
hope it was not.
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Cops warn on

A Py
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By IKE MOTSAPI
POLICE will be but in furll force today o protect people
wanting to go to work. =~ -~ -

Colonel Jack de Vries, hcad of the ha:son dmsmn of
the Soweto police, last night warned that the police
would ensure that law and order was maintained as
thousands of people countrywide commemorated the
31st anniversary of the March 21 1960 Sharpeville
shootings.  Se 213 ”

De Vries wamned that mumndauon would not be
tolerated. e ]

He said: I want to assure people who use u-ams o
£0 to work not 1o be afraid to use them today. ™ & ¥ =~

“Police are going to make sure that people canymg
weapons are not allowed to board trains today.”

ER Post Offlcﬁ‘
workers on strike”

WORKERS at the Alberton Post Ot’ﬁoc have beeu on
strike since Tuesday, demanding the removal of a senior
official, whom they accuse of arrogant and racxst be-
haviour towards black staff. -e-

In a statement yesterday, the woﬂcers acmlsed the
Post Office management of bemg reluctant to take steps
to redress the issue.

The workers, members of the Post and 'I‘elecom-
munications Workers® Association;. had “also ‘called .on _
management.to scrap all alleged rac:st pm:nces at the

Post Office. - Sapa. : ‘

.Boycott by squatters

GRAHAMSTOWN re- maml w; wiute sho
sembled a ghost town

early yesterday as a three- Ho we v er. am- -

day-old consumer boycott  stown Chamber of Com- | |

wsparked by a squatter con-  merce president Mr |.
' troversy began to make its  Bobby Wynne gaid it was
mark. Sewstan 243/ T{ still preimature to gauge
. Most of the city’s the success of the eco-
stores were deserted atthe  nomic siege because

start of the day but filled

*‘mid-month trading fig-

N

* 7ipay the day*progressed; * ~ures-are generally low?, .}
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ANC to call for countrywide' boycott
PRETORIA — The ANC will call for a  mentto implement a constituent assets hly
national consumer boycott from April8to  through non-violent pressure.

- 13 to pressfor. & constituent assemnbly, 2 =~ ANC national executive memberJames

senior ' ANC ‘official of the PWV region .S:Stuart also announced that within the next

announced in Pretoria yesterday. two days, the ANC’s violenge monitoring

However, confirmation of the proposed\commntee was expected to identify the
boycott dates could not be obtained froma“ “rgal” perpetrators of the political and
ANC headquarters, although it is under- " tribal viclence that had engulifed the coun-
stood a national consumer boycott was try in the past few months.
agreed upon dt the ANC's consultativecon-3 ' Nkomo announced picket demonstra-
ference i"J shannesburg last year. tjons were being planned for April 6, Solo-
ANC leader A B Nkomo told a Sharpe; mon Mahlangu Day, to protest against the
ville Day rally in Mamelodi, near Pretor} ¥ imprisonment of “our people”, particular-
the poycott was intended to force govern- 1y those on death row. — Sapa.
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RETAIL furniture group Barnetts
has reported a 40% decrease in earn-
ings to 5,8¢°(9,7c) a share in the six
moenths to end-December.

Turnover in the company’s con-
timifiig operations dropped marginal-
* ly to R28,4m (R28,5m), but turnover

in discontinued operations recorded a
| 154% rise to R509 000 (R441 000).

A decision was made to close the
synthetic marble business which ex-

5
[ mEvERLY HuCkLESBY

perienced technical problems and re-
corded a R150 000 loss in the year to
end-June. The group has decided to

Barnetts reports 40%30 aﬁieﬁfﬁﬁm n a%ngs

concentrate on retail and not manu--

facture.

Despite a 7% decline in the interest
bill, income before reduced taxation
dropped 16,5% to R1,8m (R2,1m).

It is company policy not to pay an

interim dividend.

Directors said in a statement today
they were concentrating on tight as-
set management which resulted in an
improvement in the quality of the
debtors book and a reduction in fund-
ing reguirements.

Closing down cosis were reflected
as an extraordinary item and gearing
dropped from more than 54% to just
over 43%. ‘

-
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A HE majestic granite hills and
decp green ficlds that sur-

i [ought over before
This exquisite Jand was both
the battleground and the prize for a
decisive war between Boer and Baso-
tho way back in 1865, The black peo-
ple, whose land 1t was, were driven
casiwards 1wards the Malwti mous-
tains and imo what is now Lesotho,
“They weuldn't stay on their side,”
says Henry de ta Harpe, whose fore-
bears steked out the farm Groolver-
wull saon after thal war of conquest
was complele. “They kept coming
auross and slealing caitle the way they
da today,” Be la Harpe now feascs
his farm out and spends time wring
a history of the district which he
hopes (o have published,

He has no sans, no certanty that the
farin will temam in De fa Harpe
hands. But despite government
changes to the Land Acis, set outina
While Paper this weck, De la Harpe
docsn’t expect Groatverwulf to be
bought by a black farmer, not for a
while anyway. “There are no big
black farmers in the arca, and while a
man in Johannesburg may have the
money he won't last long,” De [a
Harpe says. '

“Even Lhe blacks here are 100 slow
to learm and 1o set in their old ways.
There is more to laming than ilking
cows and driving traciors Even a
guy frem Hillbrow can do that.”

Back in Fouriesburg, the 500
whites in the town aren’t bracing
themselves for black neighbours ei-
ther. For a sian, nobedy in the adja-
cent township of Mashaeng has the
money, be assured of wtar. Ard be-
sides, this Tittle town right now has
more new bodics amving than it has
bedroaims,

Aﬂci’ years of watching the agri-
culture on which the town depends
being slowly sapped by inflation,
drought and spiralling deb, the pea-
ple of Fouriesburg are getting ready
for a nice litde boom. And the lifeline
they are being thrown, oddly
enough, comes from the descendanis
of the people whose land their own
forebears forcibly seized.

At the end of this month, interna-
tional funds for the Highlands Water
Project in Lesolho are being released
and work on the scheme; already un-

WAV, 1243 -

derway, will begin in earnest.
Fouriesburg’s fanmers won't see any
of the waler, drought or not — some
will be used for imgation in Lesothn
and the rest piped awrth and west for
use on the Rand, But n's been good
ni2ws for the town,

“We've got beautiful growth here,
nice good bleom,” says BD Saay-
man, Fouriesburg's town clerk for
the past 17 years, The road to the ex-
panded new border post at Caledon-
poort has beenarred, 16 houses have
been put up 10 house engincers and
supervisors working on the water
scheme, and another 11 are o he
built “If you wanted to come and live
in Fouricshurg now, | couldn't help
you. There is not a house available,”
Saayman says,

Ncw quarters for the South African
Police are being built, in anticipation
of more traffic and therclore more
rralfic effenders and a new bank is
under construction, “The old one
won't be big enough for the money
that Is coming in,” Szayman says
with a chuckle, .

Fine times ahcad for Fouriesburg, it
would scem, s6 much so that one res-
iddent has been asking R270 000 for o
tattily thatched house. The young
man from Madeira who runs the local
cafe says he has bought a Mercedes in
the eight months he has been here,
cven i?hc has paid a price for it in be-
ing bored witless. But just across the
taad from the town clerk’s office, in
carshot of Saayman's cheeriness, is a
man with a problem,

Hennic Venter has a wall full of cor-
tificates in his office, including one
that came with his Pro Pairia medal
for “defence of the Republic and the
prevention and suppression of terror-
ism”, eamcd while serving as a licu-
lenant on the berder. But despite the
personal louches, Venler is imrilated
by his surroundings — he is, afler all,
town clerk of Mashaenp; until last
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JOHN PERLMAN visiled
Founesburg and found the tewn
booming because of the
Highlands Water Project but
strugghng because of a
fownship boycott

week he had his office 1n the 1own-

ship.

“Last week 1 wis blocked from en-
termg the township, They had put up
a barricade this lugh,” Venter says,
standmg up and poiming to s chesy,
From the sian of the year township
residents had refused to pay service
charges and a consumer boycolt of
the wwn was under way, but this was
the last straw. Venter packed up inc
offices and 1ook Iractors und office
eguspment ¢ul of Mashaeng.

This beycolt, he says, has him baf-
Tled. Mashaeng, unti! now, was com-
pletely sell-funding — 11 now has ar-
rears approaching quatter of a mithon
rand, “They have everything ey
need — 1amred roads, clectricity, ex-
actly the same standards as the while
town, For Uus they paid R32 a monh;
comparc that o & while arca,” he
5ays.

“"We got the while kids to play crick-
cl against them, we made them a box-
ing ring, we gave them mini crickel
and we arranged netball, All of that 1s
now dead,” he says, "all stopped by
paitics”.

Fouriesburg has convened a forsm,
including busincssmen, 10 try and
deal with the problems, The censu-
mer boycott, after all, has aircady put
one shop out of business, But Venter
secms resigned o “just letting the
blacks themselves sort it out. | sume-
times wonder if we do 100 much for
them anyway. Every time they pet in
trouble we are there to sort it oul,” he
5ays.

“They will spend moncy on rub-
bush, bt they don't want to pay for
their prioritics. And now they are

FAR o

TR
v‘,gxfﬁ"

e

H

f
i
sl

¥

burg

W .'f':"'
o !

ming m pelines IR questsns of
municipal services These are baae
services, they Brave nothing 1o do waih
onc man one vole What has loga!
gevemment got to do with apar|-
head

Venter says channels have been
opened to the Tocal ANC. “Lasl week
we dropped some pamphlels on the
township from a plane,” e says, The
pamphlct begns “PEOILE OF MA-
SHAENG! The SUFFERING come
to an end"! The SUFFERING came
teran end'! You can buy agan m Fou-
niesherg. BUY and be sure that there
1S MOREY 10 pay satarics ™ It gacs
On 1o say that a commiee has been
formed 10 bsien 1 grievances. “Come
10 your townclerck, he wall arrange
these talks,” 1t concludes. “THIS
COMMITTEE LIKE TO TALK AND
LISTEN"" (Stc).

Veater says he too will listen, bul lus
final poin is given emphasis by the
revalver-shaped bulge m us beige sa-
far suit. 1e glances at anotlier framed
certificate, this one thanking the
“Fouticsburg Friends of Rhodesia”,
signed by a wrnkle-free lan Snuth
and says: * Fhey Ounk thas is hke Rlo-
desia or South West but it asn'e. The
plattetand wilk stand strong whatever
happens. They are not Just going 10
Tun away with us.”

The Mashacng comrade who tokes
us 1o his leaders insists that isn't thear
inlention “We have a sertus prab-
lem witlt the whites here because they
think we want (o kill them,” he SUYS.
“The other problem in the smiall
towns is that the security police do
what they want because there 15 no-
body to stop them.”

Thc towmship, which houses some
10 000 people, appears quiet agan,
There are two boys putiing up pos-
ters, but 1t"s only 1o idvertise a show-
ing of “The Danng Dobermans”,

The Mashaeng branch of the ANC
Yeuth League, formally Jaunched

(LN " <%

Photographs: KEVIN CARTL

Tess than a week ago, is mecting n
small liltle hall. No names, nogr
tures, please - - 14 of e mewl
have already been detamed, v
have clashed with pohee belme
15 of them arc up un charges ol ol
lic violence. Each person with gy |
1o make addresses it to their cho
spokesmn wearmg a South Afn
Communist NMarty badge, who il
the cobbled-together consetisus v

“We dispie Venier's view tha
have *everything they need | o
Red Badge The edeaincity he 1
— which has now been et el
sireet lights, noomare " Abomn
people have clectricy in therr o
homes,” he says, ““There are s
few houscholds wah (aps
share 1aps an the streel it are ala |
25 metres aparl. And we sull e |
bucket system for sewage ™ .

I

Rul Badge says the service e ‘
boycott was embiarked on m Jam <
hecanse people simply conld oy 1
“The average saliry here 3s ahont I
amonth, because most of the ey b
are domestic workers, [Tow can v |
ple pay R32 out of tht™™”

The consumer hoycatl was ihe 1.
sult of an all-too-Familiar cyyie 1o
1y-five residents were summon,d 1
appear m eourt for not paying 1 1
bills. “We felt we should show «oh
darity by marching 1o the coun,™ v |
Red Badge The poliee dssagreed + |
clashey followed in whidh 1oy
and rubber bullets were fited il |
Ticemen's houses were hurned

“Then we apptzed for alegal non b
56 that those ligher up could sec o
grievances,” Red Badge says Tl
sel sirict condinonsg -~ enly Sive
could marclh and we had to pn
R20 000 deposit with the 1o n
council. But there are mose than 50+
of us with grievances and of courw
we den't have R20 (0. S¢ w
Taunched the consumer boyea ™

The ANC Youth League is propae !
to negoliate, Red Badpe says, R it
public viglence and non-paymen
charges must he dropped bt 1h
town counctl — what's left of n
must resign, and “all services ey
run effectively while negotiations,
continue™. That would jast abou o
it, says Red Badge, then almost as an
afterthought adds: “And we don 1
wiant Venier o come back, He used 10
talk about us as his people, Whay
docs he think this is? His farm?”




’Confllctmg ANC statements on boy

Staff Repbrters b 1_1\3‘ 4\ -

The ANC 1s¢consndermg staging
a week-long consumer hoycott
of white-owned bhusinesses
throughout the country should
the Government not allow
exiles to return unconditionally.

This was one of a number of
protest actions discussed at the
ANC's consultative conference
in the ‘event of a Government
delay.dn meeting its precondi-
tions' regardmg the return.of
exiles, a spokesman at ANC
head office said yesterday.

In an announcement contra-

et

dicting this yesterday, ANC re-
gional executive member in
Pretoria Dr Abraham Nkomo
said a national consumer boy-
cott had been decided on and
would take place between April
8 and 13.

Campaign

Speaking at at a rally in Ma-
melodi to launch a signature
campaigh for a constituent as-
sembly and an interim govern-
ment, Dr Nkomo added that the
ANC was planning to start a
campaign to test its members

for the Aids virus. @/ @
The ANC hea ice has

however said it had decided
only to intensify its campaign
against Aids and that no deci-
sion had been made regarding
testing its members.

The ANC has also announced
plans to march to certain pris-
ons in SA and in the homelands
to demand the repeal of the
death penalty,

In the“education arena, a
campaign has been launched to
identify empty white schools
which could be occupied by
" black pupils.
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FORECAST BEATEN @

JD Group chairman David Susman was cau-
tious in his interim report last year, when he
forecast only that the full year’s earnings
growth would exceed inflation. However, he
told the FM at the time= that the second half’s
earnings growth could be in line with the
first half’s 32,7%, indicating EPS of 135¢ for

the full year.

A

FOX

Last year turned out to be an exceptional
year for the retail furniture industry, as well

' as for the JD Group. In the year to end-

contpunnt —7P

e’

December, EPS rose to 143,2c. The 37% rise
in turnover came mostly from instalment
sales, as the gross debtors’ book grew by 38%
to R529m during the period. Financial direc-
tor Colin Stein says great care was taken to
maintain and improve the quality of the
group’s debtor book and arrears came down
from 7,4% to 6,1%.

There was vigorous growth in the group’s
discount chains, Price 'n Pride and Joshua
Doore — which generally work on lower
margins than Bradlows and Score Furn-
ishers — resulting in a reduction in the
group’s operating margin. Stcin contends
that a swing by consumers towards pur-

chases at discount stores is to be expected in

the conditions that prevailed during 1990.

This year, says Stein, the group’s stores
will be expanded across the board in a con-
troiled fashion. Three stares are scheduled to
open during 1991. Stein says that, should
suitable opportunitics present themselves,
they will be considered, provided adequate
returns can be achieved. Any expansion will
be funded cut of trading cash flow and bor-
rowings.

Gearing remained at the 54% level and did
not fali as Susman was expecting at the
halfway stage. Stein is comfortable with the
group’s gearing at current levels. 1t

An uncertainty facing furniture™¢om-
panies sclling on credit is the effect-of -any
changes that may be made to deferred tax
allowances under Section 24. The industry is
curreftly negotiating with the Comissioner
. of Inland Revenue on the matter. In any
event, considering the growth in the group’s

!
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debtors’ book, management is confident that |
the group will not be adversely affected this
year.

The share price has almost doubled to
615¢ since last July. It now stands on an
earnings multiple of 4,3, a rating still well
below the average of 6,8 for the furniture
sector, Gerhard Slabber




] "eningé expansions and reno-
“ vations, including an R8 million
Hgdermsatmn at Kenilworth
tcentp; ” ’“u

Ay economy, particularly

‘relaxation of interest
qs,, will, in the next few
mghths, filter through to the
cash consumer and this will be
beneficial.

Earnings rose only 4,5¢ a
sharegto 116,6¢ but total divi-
vends. are 106 percent higher
at §7; 5c -after a drop in divi-
dend "covér to 1,92 times (2,04
last year). :

Margms«were trimmed to 26
percent from 2,7.

“We are: disappomted in our
turnover and profits. We hoped

ﬁ"’ eﬁcash?trade, is very tough °

P eelmg the pmc@

- we would do better. Turnover

dropped in January largely be-'

cause of the economy. There
was just no cash around.”.

Eight stores and” aahypﬁl‘-
market had switched to-scan-
ning and all Western Cape
stores would have scanning by

* September.

The company aimed fo have
scanning in all stores in time
for VAT in October.

The results also showed that

/in a tough economy the group

was paying higher wages but
not getting the productivity
needed.

“Everyone in South Africa
will have to look:at this and we
are talking with the unions
about it.”

!




By TOM HOOD "~
Business Editor

CRIME rings and super-
market theft cost Pick ‘n
Pay millions of rands and
puf a brake on the retail
giant’s unbeaten record
of increasing sales and
profits over the last 24
years.

“Normal pilfering we can ex-
pect and control but this was
wholesale stealing,” said chair-
man Raymond Ackerman
today. |

“It wis linked to the political
struggle/with some workers in
cahoots, They were virtually
saying their job was to to clean
me out.”

Turnover rose 18,5 percent
and topped RS billion for the

" first @e Yin the 12" siofiths to

end-February and could exceed
RS6 billion in the current year,
said Mr Ackerman.

“On R6 billion turnover we
expect to have a good increase
in profits and earnings. I am
optimistic of a 15 to 20 percent
increase.”

But the recession made a big
impact on business in January
and February and group profit
before tax rose only 6,5 percent
to almost B140 million, though
a record.

“Shortages rose in certain
stores due to a serious increase
in crime rings and theft,” he
said.

“These are being tackled as-
siduously by the company. The
crime factor does not deter
from the fact that the company
made great strides in its ordi-

-

1

- nary shrinkage control-and-ex- - -~

pense control.”

Earnings were also affected
by unlisted investments, which
consist partly of insurance
linked policies, not performing
well after a strong perfor-
manece last year.

The cost of launching the
group’s value-added foods pro-
gramme was greater than ex-
pected and impacted on profits.
However, the initial teething
problems were over and the
products were selling well.

This new section carried 300
lines and another 400 lines
would he added soon.

“We were obviously disap-
pointed with the results be-
cause we were projecting at
least a 15 percent profit in-
crease for the year,” said Mr
Ackerman.

He recalled that five years
ago, the company had a similar
resul{ where the large growth
in pre-tax and after-tax ‘profit
was temporarily rediced with
a modest growth. N

However, Mr Ackerman said

he took a positive view of the
future. Market share was in-
?.rcigsi_ng strongly in the food
jeld. | : .

“On the labour front we have

been upgrading olir wages and
staff situation for over five
years and we are now looking
forward to reaping the benefit
for all the work .done in this

area.

_ “What we would like from:- 8
the unions'is more flexibility:: - §
.and the mobility to be more? ¥
. productive.” C

Turnover benefited from the
opening of 12 new stores, reno--
vations at four hypermarkets
and expansions in various
supermarkets.

Hypermarket=No 14 is to
open in mid-year at Northgate,
north: of Johannesburg, as well
as a number of supermarket’

@ See page 3
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'Too much p

| “'Normal pilfering we
| can expect and control
but this was wholesale

stealing”’.

| RAYMOND ACKERMAN:

TOM HOOD

CRIME rings and supermarket
theft cost Pick 'n Pay millions
of rands and put a brake on the
retail giant’s unbeaten record of
increasing sales and profits over
the last 24 years.

“Normal pilfering we can ex-
pect and control but this was
wholesale stealing”, said chair-
man Raymoend Ackerman.

“This was linked to the politi-
cal struggle with some workers
in cahoots. They were virtually
saying their job was to clean me
out.”

Turnover rose 18,5 percent and
topped R5 billion for the first time
in the 12 months to end-February
and could exceed R6 billion in the
current year, said Mr Ackerman.

“0On Rébillion turnover we ex-
wmneno:ﬁommoon.ﬁnammog
profits and earnings. I am op-
timistic of a 15 to 20 percent in-
crease.”

But the recession made a big
impact on business in January
and February and group profit
before tax rose only 65 percent
to almost R146million — still a
record.

Earnings were up 45 percent
to R86,6 million, equivalent to
1106c a share and a dividend of
575¢ (52¢) was declared. ©

Earnings were-also affected by
unlisted investments, -consisting
partly of insurance-linked policies
which did not perform as well as

ick an
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put brake on
Pick 'n Pay

the previous year.

The cost of launching the
group’s value-added foods pro-
gramme was greater than expect-
ed and impacted on profits. How-
ever, the initial teething problems
were over and the products were
selling well.

This new section carried 300
lines and another 400 lines would
be added soon.

“We were obviously disappoint-
ed with the results because we
were projecting at least a 15 per-
cent profit increase for the year,”
said Mr Ackerman.

Productivity

He took a positive view of the
future. Market share was increas-
ing strongly in the food field.

“On the labour front we have
been upgrading our wages and
staff situation for over five years
and we are now looking forward
to reaping the benefit for all the
work done in this area.

“What we would like from the
the unions is more flexibility and
mobility to be more productive”.

Turnover benefited from the
opening of 12 new stores, renova-

- ting the productivity-needed.

d no pay

tions at four hypermarkets and
expansions in various supermar-
kets.

Hypermarket No 14 is to open
in mid-year at Northgate, north of
Johannesburg, as well as a num-
ber of supermarkets, expansions
and renovations, including an
RS million modernisation at Ken-
ilworth centre.

“The economy, particularly in
the cash trade, is very tough but
the relaxation of interest ratesa
will in the next few months filter
through to the cash consumer and
this will be beneficial.”

uWe are disappointed in our
turnover and profits. We hoped
we would do better. Turnover
dropped in January largely be-
cause of the economy. There was
just no cash arcund.

However, the Western Cape,
the group’s home ground, pro-
duced “phenomenal” results —
“we came up trumps and the re-
gion had far and away the best
results of the group.”

Eight stores and a hypermarket
had switched to scanning and all
Western Cape stores would have
scanning by September.

The company-aimed to have
scanning throughout the country -
in time for VAT.

The results also showed that in
a tough economy the group’ was
paying higher wages but not m.mﬁ w,

S veone i South Aérica will:
have to leok at this and’ we are
talking with the unions about it.”
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year. The value of investment income
tnore than halved to R64m from R14,2m.

Operating  profit grew by 13% to
R133,4m, reflecting a serjous increase in
crime rings and theft and unexpected costs
related to teething problems during the
launch of Pick 'n Pay's competifive value-
added food programme.

But it was the effect of the financial
investments’ underperformance, coupled
with an increase in taxation and a decline
in the outside shareholders’ interest, which
appeared to have had the most damaging
impact on bottom-line profits.

Pick 'n Pay chairman Raymond Acker-

3 - . » )_‘__,__..'l.—-—-"’ -
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only

ordinary items B BV Jreh far short

R86,6m, 0F 1106ca ghare,

of projections. a-share was

at 5e

total dividend _oi 57,
deﬁlared, representmg' a 10/
over the previous year's an
dend coverhirom
e

ings fore exira-
Attributzble carnings, D05, 50 to

2,04 times 1o 82

man and Herman said at a media confer-
ence in Cape Town on Friday they were
confident of a considerable improvement
in the group’s performance during the cur-
rent financial year, particularly during the
second half as the effect of the interestrate

decline filtered through.

On the labour front, wage negotiations
are expected to he concluded this week, at
an average cost to Pick 'n Pay of about

16%.

Management is requesting more flexibi-
lity and mobility from the unions to enable

improvements in productivity.
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Supermarkets expé
rush on red meat hefore
VAT is introduced on
September 30.

from Pick 'n Pay said

he expected buyers to

begin stocking up on all

Jperishable goods — such
’“‘as red meat — that were

" how exempt from tax
i“"but would be subject to
12 percent VAT.

~+to happen before Sep-

tember, and said red
i’meat prices would be
e ke t down as much as

e possﬂ)le and for as long
J#as possible.

Raymond Ackerman:

He did not expect this

o
Serge engo;

of Checkers, also expect-
ed a rush on red meat
in his group.

. He said the company
would continue to negoti-
ate the best prices possi-
bie. He also expected
prices not to increase
drastically for three
months after the intro-
duction of VAT.

A spokesman for the
Meat Board expected an
upswing.in sales, but be-
lieved most people did
not’have enouglj dispos-
able income to bé able to
buy R500 to R1 000-worth

~ of meat in one go.

...I...)
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'JANUARY sales figures for furniture, ap-
pliancés) TV -and audio equipment have
confirmed earlier predictions by the Fur-
niture Traders’ Association (FTA) that
sales would begin to level off this year.

Following the “sornething near hoom
conditions” experienced in the second half
of 1990, sales in January grew by 176%
over January.1990 ~~ a real growth of
about 3%, FTA executive ¥irector Frans
Jordaan said yesterday,

+ This cornpared with an average of 20%
to 30% in monthly turnover growth last
year following the easing of credit restric-
tions last March. Co

In 1990 sales of furniture and household
appliances showed a real rise of 5,6%, the
Reserve Bank’s latest quarterly review

UE!

pull, '
Figures for January showed good

but growth in sales of actual furniture wag
lower than January last year. .
Jordaan:said the industry was “faced
with thereality of the new year,” including
the recessionary trend and pétential prob-
lems: associated with possible. changes. to
Fegdrdito deferred-tax allowances, =
v ?}{Q,@%anf"s‘a;iq;glé’tf towiship violenée and

AT e ,"“'wa""':;??:':-":"‘i"P‘-"‘!:,“: I LRI
)g‘f‘.«h\-".-' ‘...'-..‘p.,! i
?S conrirm .

urnitus

shows, and furniture prices rose faster
| than the inflation rate reflecting demand |

growth in appliances and audio equipment, ;

Sectioh- 24,10f -thé' Income -Tax. Act.withy.|

n 91

-
[ MARCIA KLEIN ]

‘industrial action eould also affect the in-
dustry negatively during the year.
However, the granting of credit was
being done on a more selective basis and
the quality of the debtors ledger was being
improved. Aggressive marketing could
also attraet a good percentge of consumers
discretionary incoms. ! .
The FTA was still “cautiolisly ‘optimis-
tic” that the industry could achieVe a'real
growth in sales of about 4% this jear.
1" [Total furniture; appliance,
and TV sales-
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for the six months to end-Decembper from 7,5% in the

18 months to Jype 1990. .
The investmept holding company, with interestg in

the marketing and distribution of wail claddings apd

Operating income of R732 000 compared with R2,1m,
Both figures refer to continning operations,

An interest hil] of R119 000 (R483 000) brought pre- -
1ax income to Reg3 000 (restated R1,6m), and g signifi- ;
cantly reduced tax rate of R6 000 (Rep 000y saw, attri-
butabie earnings at R&s54 gpgp (restated Rlm),

_ -



Resid nts
begin
consumer

boycott
RESIDENTS of the im-
poverished township of
Namahabi-Frankfurt have
decided to embark on an
indefinite consumer
boycott to force local !
authorities to accede to
their demands,

According to the ANC
Youth League’s organis-
ing secretary, Mr Zanele
Sithole, the boycott
started yesterday.

Residents are demand-
ing that the Frankfurt
business community pres-
sure the local town coun-
cil into upgrading

] facilities in the township,

The facilities involved
include the instailation of
& water-borne sewerage
system, the electrification
of houses, upgrading of
access roads in the
township and the local
stadium,

They also demand that
the 1axi rank in town be
upgraded and that the lo-
cal police stop harassing
residents, especially dur-
ing night vigils.

According to Sithole,
several deputations have
been sent t0 the Iocal
authorities but to no
avail.




Drowning of unionist

causes work

Own Correspondent @

The drowning of a Grob-
lersdal trade unionist led
to a work stayaway and
boycott of white shops
yesterday, resulting in
disruption of services in
the town.

The protest actions
were called by the South
African Commercial, Ca-
tering and Allied Work
ers’ Union (Saccawu).

Petrus Boy Njoma
drowned yesterday. It
has been claimed he was
pushed into the Olifants
River by a white.

His body has not yet
lreen recovered.

Lieutenant Oosteval
van Niekerk, liaison offi-
cer for the Eastern
Transvaal police, said no
arrest had yet been
made.

Police were investi-
gating a charge of culpa-
ble homicide.

Mathabatha Seema.
regional organiser for
Saccawu, said all the
town's black workers
participated in the
stayaway.

Mr Seema Faid work-
ers had vowed to return
to work only after Mr
Njoma's body was reco-
vered, ’

“The mood of the
blacks here can be de-
scribed in one word —
outrage.” he said.

Mikie Viljoen. regional
manager for Wanda Fur-
nishers in Groblersdal.
said his entire workforce
had stayed away from
work yesterday.

Kaizer Thibedi, assis-
tant general secretary of
Saccawu, said a worker
who had been present
when the incident
occurred reported the
matter to the police.

Mr Thibedi said the
union’s information was
that three men — a
white and two blacks —
went out to collect
money owed to a store.

After they had con-
tacted some clients, the
white man invited his
two black colleagues to
go on a fishing expedi-
tion at the river. where
Mr Njoma drowned.
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TOUGH ¢onditions in what is tra-
ditionally the better half of the
year saw Cape-based clothing re-
tailer Bergers produce a 13,6%
increase in earnings to 34,3¢
(30,2¢) a share in the year to end-
December 1990.

Chairman Howard Mauerberger
said trading conditions deteriorated
in the second half due to the state of
the economy, increased unrest and
consumer boycotts, At the June 1990
interim stage, Bergers increased its
earnings by 39% to 10,3c a share.

Bergers now holds 94% of the
merged business Bergers Trading
Holdings (Bertrad} which was formed
through Bergers acquiring 54% of In-
dependent Fashion Holdings (Infash)
for R1,8m in cash.

An increase of 71,2% in turnover
for the year to R143,0m (R83,5m) re-
flects the acquisitions during the year.
of Hilton Weiner and Infash. ’

:Mayerberger said the investment
1and-acquisitions were essential “to
ensure, that the group had the infra-
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structure and facilities to cope with
its long term growth plans”. Berger’s
turnover growth exeluding the acqui- .
sitions would have been 26%.

Operating income rose by 45,5% to
R13,7m (R9,4m} and the interest bill
of R3,lm, was more than 13 times
higher than R227 000 interest paid
last year.

The increased interest arising
from the acquisitions saw pre-tax
profits up by 155% to RI10,6m
(R9,2m).

Acquisitiorl}@%1 ﬂl}l\elpﬁ ¢
Bergers thro,ugh t if%ar

A small increase in tax resulted in
a 21,7% increase in net income after
tax to R7,5m (R6,2m), and after min-
ority interest, attributable income
was 13,7% up at R6,9m (R6,1m).

A 135% higher dividend of 14,75¢
(13c) a share was declared.

Mauerberger said the increase in
net income was “contained” by inter-
est payments on the acquisitions, ex-
pansion of the Bergers chain and sub-
stantial investments in computer
equipment and fittings.

Bertrad results for the 10 months
to end-December show turnover of
R133,6m compared with R27,6m for
the year to end-December 1989, and
income of R10,6m (R1,3m) after inter-
est of R3m (R258 000).

After tax and minority interest of
R3,2m, attributable“income was
R7,4m (R992 000). A dividend of 3,7c a
share for the 86-million shares now in
issue was declared from earnings of
8,6c (11,0c) a share.

Mauerberger said comparisons of
the results of Bertrad with the pre-
vious year were meaningless due to
changes in the business’s structure.
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By Derek Tommey

The American Chamber of
Commerce in South Africa (Am-
cham) has produced an econom-
ic charter spelling out the so-
cial, economic and political fac-
tors which foreigners lock for
when investing in a country.

The charter comes at a most
appropriate time as South Afri-
ca is in dire need of new foreign
investment.

It is increasingly apparent
that withont economic help
from overseas South Africa has
little chance in the fereseeable
future of being able to meet the
economic expectations of the
mass of her people.

Amcham says the first thing
foreign investors look for in a
country is politicaland regional
stability. “In South Africa a new

politica er is vital for creat-
ing confidence and the condi-
tions for a sound and dynamic
economy”.

It says it will suppert any
peaceful negotiations leading to
the creation of non-racial demo-
cratic multi-party state.

Any constitution should protect
property rights, including intel-
lectual property rights such as
patents, trademarks and copy-
rights, Amcham says. The con-
stitution should also guarantee
freedom to enter contracts as
well as equality before the law.

Economic stability, is a pre-
requisite for strong and sus-
tained private sector fixed in-
vestment, says the charter,
which criticises the lack of con-
sistency in monetary and fiscal
policies in this country.

Amcham also requires a

market-oriented economic sys-
tem, free of the shackles of
apartheid and bureaucratic
over-regulation.

Foreign investors require a
favourable tax enviremment. A
disproportionately high tax rate
militates against invesiment,
and high direct personal tax
militates against attracting and
retaining skilled staff.

Amcham points out that the
South African corporate tax
rate is among the highest in the
world.

Foreign fixed investment is
also encouraged in an atmo-
sphere where there are specific
and clear rules, no arbitrary de-
cisions, no special deals for spe-
cific companies and no fears of
nationalisation or confiscation
of assets.

iles ».o_,mmms investors’ charter

Amcham recognises that gov-
ernments want to see profits
reinvested. This happens where
policies create a favourable en-
vironment for foreign investors.

“But restrictions on the repa-
triation of profits and exchange
controls in general serve only to
discourage new investment”.

Finally Amcham points out
that South Africa has a deve-
loped infrastructure and it is es-
sential that this infrastructure
be maintained.

Amcham says its entry into
the debate about a post-apart-
heid economy must not be seen
to he one of interference by a
foreign entity.

Instead it should be seen as a
contribution by foreign inves-
tors with a stake in the counfry
who would like to see the ex-
pansion of US investment here.
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THERE were no champagne pops nor
ululations, but a few tears were shed
when Pietersburg’s notorious racial
landmark Oasis supermarket opened its
doors to blacks two weeks ago.

And new owner Mr Carl Nethling,

_amid death threats from the ultra-

rightwingers who used to patronise the
shop, is faced with a diminishing turn-
over as black customers give his shop a
wide berth.

Today, the store, standing at the
corner of Mare and Rissik Streets, has
no name as the husband and wife
Neethling team works round the clock
to change the image and name of the
shop.

Sore point

Workmen were yesterday taking
down name plates, leaving the shop
simply as Supermarket.

The Oasis, opened in 1965, had
been an exclusive white supermarket,
with black people only served through
a side window.

It was a sore.point amongst local
black people, with some forcing their
way in and creating scenes. Others
however had a different approach.

Contract

They would simply stand at the
window, order large amounts of
groceries to be brought by white shop
assistants, have them rung up at the till
and then walk away.

As shop after shop dropped the two
entrances, Qasis stood out as an oasis
of sorts for white extremists who
abound in the CP controlled town.

The Neethlings bought the shop last
year, under a contract that stipulated
that they would not desegregate the
shop for at least & year.

Problems
Neethling told the Sowetan yesier-
day that he had decided to open the
shop fo all races “‘in line with the
political climate in the country™’.

[ ByMATHATHATSEDU |

This has however led to problems
with his white clients, who used to buy }
on credit.

++] get threats from them saying they
will not settle the accounts, that they
will kill me and that they will never
shop here again because 1 have sold
them out by allowing Africans in,”
Neethling said. 0

Palace

“We had been brainwashed into
believing that this was right. It was like
a white palace for the past 30 years but
times no longer allow that and there is
no way I am going back.

““We have taken a dip in sales as 2
result because all these whites no
longer come here.

“But I ask myself where are they
buying that they will not find black
customers, as all shops are now like
that.

Bread

Neethling said that last week when
the shop ran out of bread - an event that
used to occur even in the past - whites
blamed blacks for it.

Neethling is worried, he said, be-
cause the exodus of whites has not been
matched by a swamping of black
customers.

I had thought that the response by
black customers would be much more
and now I do not know what to do, I
really need their support to show that
we can all work together,”” he said.

Policemen

When the Sowetan visited the shop
on Tuesday, a few black customers
were in the shop, two of them
policemen.

Meanwhile, the Neethlings are hard
at work trying to find a new name.
They are thinking of running a compe-
tition.
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~ERIC CHAROUX'S Coaching and the Black Ma
-ager, w:c__mrmn by Juta and available from lead-
sing booksellers. Price: R39,95

*{.{This book stresses that fundamental social and
,.fn.n.ono_E-n changes to our sociefy are prerequi-
isites to successful black advancement in busi-
' NESS. ...

t."-Charoux writes: “We are the witnesses of a
: upique phenomenon, one of unparalleled impor-
itance and significance in the history of South
-African leadership: the advent of the black man-
-ager on:the South African organisational scene.”

" “South- African organisations have reached a
- stage where they have no option but to accelerate
the upward mobility of their black employees.

. ]
" The book graphically illustrates the “macro
environment” in which business ovm«.mnmm.wmua
details its impact on the organisation!
~ It paints a futuristic picture of the “pew South
“ Africa” from a corporate perspective. Itgives an
:updated overview of the current status‘of black
‘advancement and proposes an invigorating stra-
“tegy for its effective implementation. * «.

1t takes an in-depth look into what it i like to
be an “upwardly mobile black potential'man-
_ager” by means of a detailed case study; spells
out step-by-step the coaching process and pro-
 vides the line manager with a method of coaching
his or her potential manager. e

The book provides a list of selected readings
which a newcomer to the field would have ‘to
! digest in order to acquire expert knowledge.

Charoux writes: «Coaching has its place. It

' must be part-of a carefully defined and orches-
.trated strategy.

“Managers have a fundamental role to play in
managing the change process, thereby helping to

agers

gociety. The so-called black ad-
\ 11 become increasin,
jor importance — a strategic nécessity'to ensure
the survival of companies inanew Sou "~
This is an important bookfor co
iry and the black marnagel
sible, expert knowledge. <
Dr Charoux is an'author,
al psychologist and-a o
multinational .organisat
ment, assessment 'a
has ‘held senior po
published papers on

Itant to national,
isations in blaék
d_chreer managemen
sitions in industry” aic
] dentification of 12ader-
1, traiving and ‘development. {3 .

A management.
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Bergers does well in
difficult conditions

By Derek Tomme ') (
N N

. Bergers is a highly sueccessful
| clothing retailer which operates

258 cash clothing stores aimed
at the better-off black and
white shopper.

It has also been one of the
top performers on the JSE in
the past year with its share
price more than doubling from
110c to 245¢.

Against this background of
strong share market activity its
shareholders are likely to be
both pleased and disappoinied
with company’s figures for the
12 months ended December,

Pleased %—;\‘1\

They are likely to be pleased
because the company shows
continved growth. Turnover
rose 71 percent to R143,0 mil-
lion, helped partly by the acqu-
sition in February last year of
two other clothing chains, Hil-
ton Wiener and Independent
Fashion Holdings.

Operating profit showed a
highly acceptable increase of 45
percent to R13,7 million. But
then came the disappointments.

A sharp jump in finance
charges from R227 000 io
R3,! miltion resulted in pre-
taxed profit rising only 155 per-
cent to R10,6 million. And a 21,7
percent increase in tax pay-
ments led to a taxed profit of
R6,9 million, only 13,7 percent,
more than last year.

Earnings a share were equal
to 34,3c against 30,2¢ in 1989.
The dividend has been raised by
only 13,6 percent from 130c to
14,75¢ a share,

Chairman Howard Mauer-

berger reports that trading con-
ditions deteriorated in the see-
ond half of the year owing to
the general state of the econ-
omy, the increase in unrest and
consumer boycotts.

Mr Mauerberger says the in-
crease in the interest bill arose
from the acquisitions of Hilton
Wiener and Infash and also
from substantial investments in
computer equipment and in fit-
ting out the group's new mer-
chandise distribution centre in
Cape Town,

Income

Operating company Bertrad
had sales of R133,6 illion and at-
tributable income of R7,4 mil-
lion equal to 8,6¢ a share. A div
idend of 3,7c has been declared.

Mr Mauerberger makes no
profit forecast, possibly because
of the high degree of uncertain-
ty about the business outlook.
But the conditions which have
given the company its huge
sales growth in the past three
years are still there. It would
seem to be only a matter of
time, before Bergers again
starts reporting further sharp
increases in profits and, one
hopes, in dividends.
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PICK 'n PAY F*3q\q)  (30)
CASH MANAGEMENT

The mest conspicuous aspect of Pick 'n Pay’s
performance for the 1991 financial year is an
alarming drop in the rate of growth in EPS,
oceurring largely in the second half. There is
also a more favourable trend which is not
highlighted — perhaps because chairman
Raymond Ackerman wants it that way.
Ackerman’s comments accompanying the
results concentrate on negative aspects but
do not mention the laudable advance in trad-
ing income. The year’s increase of only 4,5%
in BPS arises not because trading was poor,
but rather because of what could be de-
scribed as flawed cash management. Growth
in trading income — the primary test of how

e

This rate of increase in trading income
was achieved despite what Ackerman de-
scribes as “a serious increase in crime rings
and theft” as well as unexpectedly high costs
associated with the Value Added pro-
gramme. The latter consists of marketing
processed and packaged food products which
compete head-on with Woolworths’ foods.
Doubtless, it was these problems that caused

“Pick "n Pay's Ackerman ...
targeting R6bn sales

the margin to stick at 2,58%. It compares
with margins between 1986 and 1990 of
2,5%, 2,75%, 2,71%, 2,74% and 2,57%.

The weak earnings growth was related
primarily to management of the group’s
large liquid resources, including cash ba-
lances and short-term investments.

In 1988 it became evident that the group’s
tax rate had fallen to just under 37%, from
roughly 42%, because of exempt income der-
ived from investing in insurance policies
(Companies May 18.) It turns out that these
insurance policies are linked to listed equi-
ties. Ackerman says that because the JSE
fell last year, income on these investments
also dropped; investment income has plum-
meted by R7,8m, or 55%. The accounting
policy is to treat fluctuations in the value of
these investments as losses or gains in in-
come.

Moreover, in 1990 net interest received
amounted to R4,2m, but in the 1991 year net
interest of R500 000 was paid — a swing of
R4,7m. Hence, in the year under review, a
total of R12,5m in pre-tax income has been
forgone, Had investment income and interest
earncd remained the same as in 1990, EPS
would have been about 120c, up by 13,3%.

According to financial director Chris
Hurst, one reason for the reduction in inter-
est received was the large capital expendi-
ture involved in the bid to beat the introduc-

the group’s core activity performed — has
done better than at any time since 1989, an

exceptionally good year for the group.

Whereas in 1990 trading income rose by
only 6,5% on the previous year, this year it is
up by 18,6%, shading the 18,5% growth in

turnover, which reached R5,19bn.

- of 24,5%. If the tax rate remains in the same

PACE SLOWS
Year to Feb 28 1990 1991
Turnover {Rbn} .vecciees 4,38 5,18
Trading income (Rm} ..... 17,1 1334
Investment income (Rm) 14,2 6.4
Earnings (Rm) ..oooeceeeianns 82.8 86,6
Earnings {€} ... 105.9 110,6
Dividends (g} .oeeeesiirnenne 52,0 57,6
LEnA vl

e _aalily (io)

tion of YAT, at the end of September, with
the installation of electronic scanning équip-
ment. At end-February 1990 cash on hand
was R59m; as at February 28 this year, the
cagh balan.ce is R46,5m. With interesé re-
ceipis declining as much as this, the outlay
for the equipment must have been large

From the growth in turnover there is litile

doubt the group has increased market share
Ackerman has no hesitation in predicting the
1992 financial year will see the R6bn mark
comfortably attained. This suggests turnover
growth' of about 15,6%, and a -further in-
crease in market share. If management can
glso contain shrinkage (theft), then the pre-
Interest margin should again improve.

A marked improvement in EPS can also
b.e expected in 1992, assuming the board can
find a way to invest the liquid assets so that
r:.jturns on these investments do not fluctuate
; :rei::f'ly because of the state of the stock

With turnover at the forecast level, and
the trading margin hopefully returned to
2,7%, pre-interest trading profit would be
around R162m. Should interest received and
Investment income together be about Ri2m
mstqad of the 1991 year’s R5,9m pre-tax
earnings will be about R174m — an,increase

range (37%-3‘8%), as it has for the past two
years, the;e is no obvious reason why this
increase should not carr
peorease sh y through to the
It may be hoping for too
much to expect
EPS to reach 138c. But anything closg to

g

Gerald Hirshon
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Randburg }
!CBD gets
?ready[ {l%r
blg boos

) *By Jaequelme Myburgh

1 Randburg 5 centra] busr

ness dlStI‘lCt (CBD)is set

7| -ifor a major boost with
-,;more than. 40 000 sqm !

) {gsurroundmg the exrstmg ;
.| ibusiness ‘district. being

earmarked fon offrce

, ','!Space e

I ‘At a town council
meetmg last week it
was decxded that - an
area west of the' CBD —
feurrently zone_d for ﬂats
— and a second .areéa’

/|- Inorth.of‘the business
-district, how zoned, for
I resxdentlal purposes
<{ "{can be used for busmess
Wl purposes ko

+ The first : area 1s west

|- of Surrey- Aveniié, be--
ltween Dover ang’ Harley
A

streets; and the’Council

“The latter expanswn
.of the business :district
'1s north of Bond, Street
sand east of . Mam Road,
‘and has been: earmarked
Hor office-dévelopment |
w1th a ftoor ; ratlo

The charrman 'of the

-jcouncil’s management

committee, “Andre
Jacobs, said; the town's
{CBD, as defined at* pres-
ent was; not yet ‘com-

k pIete]y full, 'but the. new

deveIOpment was being

. jearried out with.a. 15--

year view. .. . ,,,J '
“Randburgs CBD as’

it is, is gomg to- fill i up in

‘four years’, tlme \he

. sald ey
Je Mr Jacobs said Rand-
. burg"was a dynamic

jtown, experiencing an- ..
nual growth of 8 per-
cent, and that there
. would he demand forin-
creased office space. .
He did not anticipate.

| pubhc opposition to- the .

development since the
strategy. had beén -

|- iplanned through public
Iparticipation,

"At the same, meetmg,

.{the couneil approved
| -lthe. upgradmg and fu--
“Tture development of the

road. network in and.:
around. ‘the. CBD “as the
need anses” i} 7._ O ,,,

A



Woolworths signs up

AFTER months of industry speculation,
retail giant Woolworths has made a firm
commitment,to ogen a 3 800m* fashion and
food store in the Fourways Mall north of
Johanneshurg.

Construction on the R170m project will
start in June.

“This commitment ends months of spec-
ulation in the market place as to whether
Woolworths would sign, and puts Four-
ways Mall ahead in the race for a viable
regional shopping centre north of Johan-
nesburg,” Matrix Projects development di-
rector Athol Viviers said yesterday.

The 50 000m* Fourways Mall is sched-
uled to open in September 1992. Commit-
ments have also been received from Hy-
perama and Ster Kinekor,

The complex will include a 15 500m* Hy-
perama, five cinemas, a health and raquet
club, Clicks, CNA and a 10 (00m?* fashion

ogFourWays
30

component anchored by Woolworths.

The balance of the retail space will be
tenanted by restaurants, financial
services, furniture stores and fast food
outlets. b{Pay 2 .

Leasing agent Ronnie Sevitz of Investec
Property said the volume of inquiries from
other national retailers far exceeded his
most optimistic forecasts.

Negotiations were under way with
Traworths, Foschini, Daniel Hechter and
Hilton Weiner.

These and eight more deals were expect-
ed to be concluded within the next 10 days,
Sevitz said,

“We will have no trouble renting out all
the available space, and will prabably even
have to turn some people away,” he added.

| PETER GALLI




Union
breaks

By IKE
MOTSAPI

THE Sounth African
Commercial Catering
and Allied Workers
Union has suspended
the boycott of white
businesses in
Groblersdal, a union
official said yester-
day.

Mr Mathabatha
Seema, regional chairman
of the umion’s Grobler-
dal’s branch, said his
organisation decided to
suspend the boycott of
white shops for the time
being ‘‘because every-
thing is being done™ to
recover the body of Petrus
Njomeo, who was al-
legedly pushed into the
Olifants River two weeks
ago by a white colleague.

Body

Seema said the police
had been doing their best
to recover the body since
Njomo was pushed into
the river on March 19,

Njomo was allegedly
pushed into the river by a
white colleague while on
a ‘‘fishing’" expedition,

Mr Greg Hoffman, in-
dustrial refations manager
of Wanda Furnishers, said
the fate of the white man
will be decided tomorrow
when he reports for work.

The man is currently
on suspension.




Consumer bod
Bired 4 / y
THE, National Black Consumers
Union (NBCU) has called on govern-
ment to reduce the rate of VAT and to
possibly exempt staple foed items
from the indirect tax system.

NBCU president Nonia Rampho-
mane said at a media conference yes-
terday if government wished to uplifi
+ha nanr then it should heed the con-

\?Laq}s VAT cut
20 /
| BEVERCY-HUCKLESBY |

been dropped, liberating more cash
into the industry.

«This means that all businesses
will be in a position to sell us their
wares at reduced costs as soon as
VAT is introduced.

“The government must now show
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FURNITURE retailer Protea Furn-
ishers (Profurn) will achieve its fore-
cast of a 33% increase in earnings to
30c a share for financial 1991, chair-
man Edward Ronbeck says in the com-
pany’s apnual report.

He says he is confident Profurn will
sustain profitability “from a solid base
and with the backing of the Supreme
group” — the company was acquired
by Supreme Industrial Boldings in Sep-
tember 1989.

In the year to end-December 1990
Profurn’s earnings of 22,5¢ a share re-
flected a turnaround from a loss of 130c
a share in the year to August 1989 ona
125% increase in turnover to R160m.

Ronbeck says “ander the new man-
agement team installed by Supreme,
significant managerial and operational
restructuring took piace resulting in
the substantial turnaround for this
period”.

Growth opportunities in the furni-
ture and television markets are ex-
pected and Profurn “is strongly posi-
tioned to take full advantage of these to
further assist its organic growth”.

Profurn has developed into “a major
profitable furniture group operating in
SA and the neighbouring states” in the
first full year’s trading activity since it
was acquired, he says.

Ronbeck says results for the year
reflect the successful implementation
of asset management, expenditure con-
trols and increased productivity. “The
decision taken at the time of acquisi-

[ MAACIA KLEIN 1

tion to concentrate o retailing furni-
ture as the oympany’s core activity

“was vindicated by the performnance

achieved.” .
He says results also refiect the suc-

cessful expassion of two new chains,

Supreme Fumishers, which operatesin

independent neighbouring states
through eigit stores and TV Life, a
specialist TV retailer selling to the
local market through 11 stores.
Through consistent controlled
growth anc development, Profurn “has
foth the financial and operational re-
sources tomeet future challenges and
is well positioned to take advantage of
any improvernents in trading condi-
tions, especially in a sector which
stands tobenefit significantly {rom the
socio-ecenomic changes which will
come about as part of the new SA".
During 1990 13 stores were closed,
four stores opened and 10 stores re-
sited. i 3
‘Al costs associated with tiese trans-
actions were accounted forin the re-
gults for the year. The cormany has 69
profitable stores. .
The company's future dividend poli-
ey is to declare a single lividend for
the year covered at least ive times by
earnings. L
Profurn has made anallowance of
RS51m for tazation on inome in antici-
pation of possible changs to Section 24

. of the Income Tax Act
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CHECKERS

YOU SHOULDN'T PAY MORE

WILL FOREIGN CAPITAL SAVE THE CHECKERS' TROLLEY FROM CRASHING?

L

The vultures are circling over Checkers — as
they have repeatedly in its 35-year history.
The grocery chain — SA's second largest —
has had 10 MDs in 20 years. Major share-
holders, from the Herber family to Sanlam,
have never shown a full commitment to the
business, in contrast to rival Pick 'n Pay.

Now Checkers is publicly on the market
again and being looked over by a mysterious
Israeli consortium.

On the face of it, recent management
moves have been socund. MD Sergio Martin-
engo is acknowledged as a highly competent
finance and administration man. He does not
have predecessor Clive Weil’s unique charis-
ma bui has made some welcome changes,
reversing the overwhelmingly centralised
structure and trimming a bloated head
office.

Martinengo acknowledged that the
Checkers Warehouses were losing money
and needed to be reviewed urgently. He
closed the South Hills warchouse and the
rest of the division has been absorbed into
the supermarkets.

Yet there has been a reversal of fortune.
Weil turned a R42m loss into a R23m profit;
since his departure Checkers has shipped
back into the red and lost R467 000 in the
interim to December.

Martinengo says this is a hiccup, that the
chain will return to the black by June 1991,
make nice profits in 1992 and 1993 and
reach its full potential by June 1994. But
investors can be forgiven for scepticism.
“Haven't we heard all this before?” is a
phrase reverberating around the IJSE.
{Checkers is not listed but it is the main
component of Sanlam’s Tradegro.)

Natie Kirsh and Gordon Utian made simi-
lar promises of recovery just before Check-
ers’ crash in 1985 — and it went back into
the black only after a complete reversal of
their policies. In view of this history, the
grocery trade is understandably nervous.
Jeremy Hele, of the Grocery Manu-
facturers’ Association, says that many
payments to suppliers have been held
up by queries, an indication (perhaps) {8
that Checkers is trying to hang onto
cash for dear life

The most visible problem is not manage-
ment but real estate. Martinengo touched on
the issue in an interview with the FM (Busi-
ness June 28): “Unfortunately, our leases
have continuous trading provisions that usu-
ally make it very difficult to move.”

It is the key dilemma. In the early Eighties
Checkers went on a massive expansion pro-
gramme. To improve cash flow, then owner
Kirsh Trading sold its interests in new prop-
erties on a leaseback arrangement, Not only
was Checkers obliged to pay rent and stay
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MD Martinengo

open, but as it took head leases it was respon-
sible for collecting rent from other tenants.

While Checkers was determined to grab
good sites and increase market share, its

... facing a reversal of fortune

feasibility studies for
the likely success of
the stores were, at
best, gquestionable.
The most notorious
blunder was the Rose-
bank Galleria, Johan-
nesburg, which has
not made a cent since
it opened. Other dogs
from that era include
Brackenhurst,
Ridgeway and Phala-
borwa.

The institutions,
which need to protect
their shopping cen-
tres, are understand-
ably reluctant {o let
supermarkets aban-
don a centre — so
they lock them into
clauses which force them to keep their doors
open, often for 20 years. Even a company in
the same stable such as Sanlam Properties
has a commitment to treat Checkers on the
same terms as other anchor tenants.

Says former Tradegro CE Mervyn King:
“Retailers should test the continuous trading
clauses in court. I have no doubt that an
entrepreneur would fight these clauses.”

Martinengo admits that the poor perform-
ers are a burden but argues that no more
than eight stores are real drains, Of course,
other stores would be marginal, and site for
site its stores compare peorly with Pick 'n
Pay's. So for the first time Checkers has
appoinied a director of planning and devel-
opment, Clive Thomas, an accountant who
previously ran the meat interests.

Nevertheless, Checkers is far more
healthy than when Weil and King were given
the task of turning it around back in 1985,
Says King. “Checkers was then a step away
from judicial management. Many loss-mak-
ing stores have been culled and Checkers’
sites are now a source of strength, not weak-
ness. It is a powerful high-volume distribu-
tor.”

Gaps in top management have also played
a part Morale was hit when Weil left; top
merchandisers John Williams and Brian
Sacks left soon after. Fundamentally, San-
lam’s reaction to past mistakes has been to
be wary of an entrepreneurial culture. Weil
left because Sanlam wouldn't pay him a
premium for turning the company around.

This echoed the events of more than 20
years earlier when Raymond Ackerman left
because he was not given a shareholding by
the Herber family, and was not given full
support by them He was able to carry out his
ideas in his own chain, Pick 'n Pay.
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Ever since, Checkers has been plagued by
unfavourable comparisons with its newer
compelitor.

As Martinengo admits: “Checkers has
been unable to establish an identity in the
market. Certainly at one time we seemed to
act like a ‘me-too’ Pick 'n Pay, but we are in
a different business. We are firmly in the
grocery business and do not have a large
proportion of higher margin non-foods to
support us. | would consider a 1,5% margin
on sales very good in the areas in which we
operale. With our product mix we cannol
expect to achieve Pick 'n Pay's 2,5% plus.”

Failure to develop a non-food component
has been a major negative for Checkers. Says
Aloma Jonker, retail analyst at Mathison &
Hollidge: **“The hypermarkets sweeten Pick
'n Pay's margin; even more so, the Hypera-
mas are OK's strongest feature.”

But Checkers is not such a lame duck that
the Competition Board would aflow one of its
competilors to snap it up, Says board chair-
man Pierre Brooks: “Checkers may be in the
red but it is not in such bad shape that the
failing company doctrine could be invoked.
This is used when one company absorbs
another which is under imminent threat of
liquidation, even if it gives the former control
of a sector.” This doctrine was used to justify
FSI's 1akeover of Arwa, which gave it a
monopoly of the pantihose industry.

“If Checkers is sold we would like the sale
which will least disrupt competition,” says
Brooks. “We would not be keen to see its
demise. The disappearance of such a major
player would have a significant effect on
competition in the retail trade.”

Not just the board, but probably the Cabi-
net itself, would not allow the demise of
Checkers; 18 000 jobs are on the line. So if
the Israelis do buy Checkers they are unlike-
ly to be allowed to carve it up.

There is certainly an acute shortage of
domestic buyers. In view of the chain’s poor

returns, it is unlikely that Sanlam could sell.

Checkers to another institution. Rivals Old

.

Mervyn King ...
the clauses in court
R

o slod 41 (20)

Mutual and Liberty Life base
investments on purely business
grounds They do not share
Sanlam’s desire to gain a con-
trolling interest across key sec-
iors,

A management buy-out,
Rusfurn style, might look at-
tractive if Martinengo really
believes what he says about the
chain’s potential. 1t 1s no secret
that this course was considered.
But, unfortunately, potential fi-
nanciers do not share his opti-
mism. The worldwide trend is
against highly gearcd buy-outs.
In any case, the sheer size of the
operation would make a Check-
ers buy-out much more difficult
than Rusfurn.

Brooks will look very closely at acquisi-
tions by any other retailer. The Israeli con-
sortium, provided it is not fronting for a local
operation, would be acceptable to the board
— certainly more so than Pick ’'n Pay, OK or
even Pepkor. But Pepkor has a well-regarded
supermarket arm in 70-outlet Shoprite,
whose MD Whitey Basson is still bedding
down last year's acquisition of Grand Super-
markets. Acquisition of certain Checkers
sites would, though, give the Cape chain easy
entry into the lucrative Transvaal market.

Cynics point out that it is difficult to find a
decent supermarket in Israel and the exper-
tise of the consortium lies in the diamond
industry, Nevertheless, an entrepreneurial
owner — prepared to reward management
for turning Checkers around — could quick-
ly restore niorale.

Checking the suitors

Several suitors have sought Checkers for
just a few sites. Game would like to turn
some Checkers Warehouses into its own
stores. Pick 'n Pay has for years cast covetous
glances at a few sites, such as Hillbrow and
Killarney n Johannesburg, Sea Point in
Cape Town, and maybe three others. Breoks
says that, depending on the circumstances in
each case, the board would probably be more
tolerant of the acquisition of certain sites.

But what would be the point of selling the
most profitable sites if Checkers remains
lumbered with the poor performers?

Martinengo is fighting hard for the integ-
rity of the company and its 18 000 employ-
ees But the Checkers name may already
have too many ncgalwe connotations

Says Jonker. “There needs to be a clean-
outl, particularly of middle management.
There is no point in getting emotional about
preserving jobs. Sanlam must be realistic
enough to cut its losses.”

If Checkers is sold the new owners are
unlikely to care about Checkers' strategic
role in the cconomy. Their decision to buy
will be based purely on business principles,

The next guestion would be: Who to head
the chain? No-one will do the job on a civil
service-type package. The consortium would

have 1o buy 1n retail talent. The easiest move

| eil c

echoes of errors past

would be to lure back Clive Weil and John

Williams from Game. Even better, Shop-

rite’s Basson would be worth a premium.
Alternatively, an expatriate South Afri-

-can could be brought back. Peter Dove, for-

merly the golden boy of Pick 'n Pay and now
in Hong Kong, would be an excellent choice.
The scientific management skills of former
Edgars MD Adrian Bellamy, now in the US,
would also make him a candidate.

It is most likely that the consortium would
bring in overseas management, However,
such imports would take a year or two to
learn the peculiarities of the local market —
and how to cope with SA's unique labour
problems. Whoever takes over Checkers will
have (o tread warily on the labour front.

A supermarket should be eminently sal-
vageable. Even if it works at no margin, it
can make money from cash management
and on the 13th month — the rebates it gets
at the end of the year.

Once it has rationahised its store portfelio,
and acquired clearer positioning in the
marketplace, Checkers could turn out a good
buy after all. But at the sort of price that
Sanlam is likely to sell, trolley for trolley you
certainly shouldn't pay more. [ |
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should not be disruptive
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THE West Rand towns of Krugersdorp and
Randfontein face a massive consumer boycott
before April 30.

A regional spokesman for the African National Con-
gress, Mr Vusi Mavuso, said the organisation would
consult other anti-apartheid formations, including the
Pan Africanist Congress, the Azanian Peoples Organisa-
tion and civic associations to decide on when and how
to implement the action.

“But it would definitely be before April 30, the
deadline agreed upon in the Pretoria Minute for the
release of ali political prisoners,”’ Mavuso said. .-

The boycott threat follows the armed Afrikaner

Weerstandsbeweging offensive on Saturday which put
paid to ANC attempts to march on the Krugersdorp
Prison.

The march to the Krugersdorp Prison was cancelled
following threats by armed rightwingers,

It was one of several planned by the ANC and its al-
lies throughout the country to demand the release of
political prisoners and the return of exiles.

Angry ANC supporters, who were also incensed by
the bombing of a bus that was 10 take Toekomsrus mar-

SOWETAN Monday April 8 1991

By THEMBA MOLEFE and MATHATHA TSEDU

chers to the town, decided to boycott white businesses
in the two towns at a meeting held afterwards at the
Roman Catholic Church in Kagiso.

Damage to the bus was estimated at R35 000.

Arrested

An attempt to disrupt an ANC march on the Pretoria
Central Prison backfired when AWB leader, Mr Eugene
Terre’Blanche, and 13 other rightwingers were arrested
for refusing to dismount the statue of Paui Kruger.

In Johannesburg, about 2 000 people marched peace-

flly to the Johannesburg Prison where a delegation, led

by ANC leader Mr Andrew Mlangeni, handed a
memorandum t6 prison authorities.

Alinah Dube reports that the march in Pretoria, led
by Umkhonto we Sizwe chief of staff Mr Chris Hani
and Mrs Winnie Mandela, was preceded by fiery
speeches by the two leaders who said negotiations
would crumble if violence persisted,

Mandela said prison doors would have to open
““forthwith and the prisoners let-out before negotiations
or talks about talks®’ could be resumed.

——




March row:-.
ANC calls ¥\
boycott

DARIUS SANAI

THE ANC has called for a
mass boycott of all white-
owned businesses in Kru-
gersdorp and Randfontein
in response to the forced |
cancellation of an ANC |
march in Krugersdorp on |

Saturday. f
Witwat%{-spra dﬂwé !

spokesman Thami Luphoko |
said yesterday the boycott '
would probably start on
April 20.

Saturday’s march was
aborted after thousands of
ANC supporters were con-
fronted by gun-wielding
rightwingers.

Luphoko said the boycott
would go ahead even if the
town councils involved
agreed to let the ANC stage
another march. “They must
be shown that our freedom
of association is a right, not
a privilege.”

ANC stewards ordered
people to turn back on
Saturday because “we don’t
want to gamble with peo- |
ple’s lives”, ,

The date for the boyeott
will be finalised after dis-
cussions with Azapo and -
the PAC this week, he said.

He expected the ANC
leadership to support the
hoycott, and that the liaison
between the growps in-
volved would make it “fuily
effective”,

A spokesman for the
Krugersdorp Town Council
said he did not know of the
boycott plans and the coun-
cil was not planning to dis-
cuss the issue,

The Randfontein Town
Council was unavailable
for comment yesterday.
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are denied

' THE Southern  Natal,
" region of the African Na-
tional Congress yesterday
denied it had planned a
nationwide consumer
boycott between April 8
and April 14.

In a Press statement,
the ANC said aithough
the National Campaigns
Committee had agreed in
principle to launch a
nationwide consumer
boycott, it emphasised
that such 2 campaign
could only be embarked
upon “after a thorough
consultation with  all
- organisations and struc-
tures on the ground™”.

This consultation was
still in progress.

““The ANC, the Con-
gress South African Trade
Unions and the South Af-
vican Communist Party
therefore declare there is
no consumer boycott
planned on those dates,”
the statement said. - Sapa.
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The strong upward trend
in new car sales in the
first three months of this
year — 15090 in January,
17416 in February and
20 369 last month — at
first sight suggests that
the motor trade and the
economy are on their way
to better times,

Lﬂ} But unfortunately this is
i far from the truth.
gzSources in the motor trade
f=3ay that much of March's
good sales figures were
» the result of the Anglo
s American Corporation —
SA’s biggest company —
ghanging its policy on
o COmpany cars.
'* Dealers says that many
nglo American em-
JDloyees now receive a car
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allowance instead of a
company car.

The has led to a new-
car-buying spree by Anglo
American empioyees,
which has given a’ wel-
come hoost to the smaller-
car market,

It was not possible to
confirm this report with
Anglo officials yesterday.

But the auction marts
have been selling a large
number of cars recently,
which have been adver-
tised as coming from
Anglo’s head office and
which seems to confirm
the dealers’ reports.

The March new car
sales figures are the best
since last August's slightly
freakish figure of 20 460,
and before that the best
since October, 1988,

Sales of light commer-
eial vehicles increased
from 9581 in February to

9968 in March (last year,
10 850). But sales of me-
dium commercial vehicles
dropped to 364 from 412 in
February and 478 in
March, 1990,

Heavy commercial ve-
hicles showed some im-
provement, rising from
446 in February to 557 last
month, but this was below
the 703 sold a year ago.

Altogether, new vehicle
sales in March totalled
31248, compared with
26855 in February and
303578 in March last year.

New vehicle sales for
the first three months
were §1878, down from
84871 in the same three
months of last year.

The National Associa-

5

tion of Automobile Manu-
facturers welcomed the
increased sales in March.

But it said it was
seriously concerned by the
continzed weakness in
medium and heavy com-
mercial vehicle sales,

It said the Govern-
ment's decision to intro-
duce vaiue-added tax on
September 30 on the basis
of an immediate full input
credit for capital goods
could create serious prob-
lems for thie new commer-
cial vehicie sector.

It was likely to face
cash flow problems in the
next two quarters owing
to the deferment of capi-
tal expenditure followed
by a huge leap in orders
for -delivery in the fourth

uarter ’

q \
Bert Wessels, chief execu-
tive of Toyota, said he was
satisfied, with the March
‘figures, - which ‘saw his
company’ increase .its
market-share to above 29
- However, he was.not .
optimistic about the out- )
lock for new car-sales'in
the coming months owing -
to the ‘difficulties facing
the economy. '



Confidence will plunge, ANC warned

By Michael Chester w_m‘%_ﬁp_

The SA Chamber of Business
has warned the ANC that the
current weak level of business
confidence in South Africa is
likely to plummet even further
as a result of its controversial
ultimatum to the Government
to meet new demands by a May

9 deadline or face a breakdown mu__:mwo for political m»%
in political fons. % .
in poli negotiations. 2 Crucial

Sacob also forecast that po-
tential new investments from
overseas would be affected if
political talks collapsed.

Concern over business reac-
tion was voiced, by Sacob at a
news conference in Johannes-
burg yesterday at which it was
disclosed that its business confi-
dence index last month was at
its lowest since apartheid
caused the crisis in internation-
al isolation in 1986.

Sacob director-general Ray-
mond Parsons said: “The whole
busines mood is now fragile and
vulnerable — appalled by the
nmmnm._w: of violence _.r.___ Eﬂ_m
i townships and now A
| lownswes y

threats to post-apartheid politi-
cal progress.”

Business sentiment both in-
side and cutside SA was bound
to suffer still more damage if
there were a breakdown in po-
litical talks — with a dramatic
impact on the chances of new
invesiments vital to the faster
economic tempo that was a pre-

If the ANC genuinely wished

to encourage foreign and local

. investment, said a Sacob state-

ment, it would also have to

modify its proposals about still
heavier taxation burdens.

As successful overseas econo-
mies moved towards lower di-
rect taxation, it was crucial
that SA taxes stayed at compet-
itive levels. A positive future
tax scenario was essential if
foreign and local investment
was to be promoted.

The business world was deep-
ly concerned about the com-
bined effect that the ANC ulti-
matum and tax proposals could

have on business confidence.

Vital social goals'— such as
adequate education, housing,
health services and social pen-
sions — became feasible only if
the economy grew fast enough
to finance them.

Sacob urged the ANC to un-
derstand that an even larger
State share in the economy
would inevitably produce still
worse inflation and thus reduce
SA’s ability to achieve even a
fraction of the social expendi-
tures envisaged by the ANC.

Sacob appealed to all the par-
ties concerned to make every
effort to keep political negotia-
tions on track.
® The ANC’s decision to involve
itself in negotiations with the
Government had so isolated the

organisation that it had ended -

up using the death of people in
the townships “as leverage to
boost its bargaining power at

"the negotiating table”, the

Azanian Students Convention
charged yesterday.

Azasco publicity secretary
Sipho Maseko said in a state-

ment that “the present internal
wrangling between the ANC
and the Government” showed
not only that negotiations be-
tween the two parties were a
non-starter but also “the
bankruptcy of the joint monitor-
ing groups they have both es-
tablished”.

® The ANC Youth League yes-
terday issued a strongly word-
ed counter-attack against In-
katha Freedom Party leader
Chief Mangosuthu Buthelezi and
said it was not surprised by his
“insults and accusations” as he
was “echoing his master’s voice,
President de Klerk”.

Bludgeoned

This week Chief Buthelezi
gaid the ANC’s latest demands
to the Government would
plunge SA into a major crisis.

“Having run his KwaZulu
bantustan as his own political
domain and on a one-party
basis, the IFP leader had ruth-
lessly amd ferociously blud-
geoned any opposition,” the
Youth League said.
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Doore, Price 'n Pride, Bradlows and Score
Furnishers, will “remain undaunted by dif-
ficult times”, chairman and MD David
Sussman says in the furniture retailer’s
annual report.

While he makes no forecasts for the year
ahead, Sussman says “the prospects of a
new SA with social stability and the crea-
tion of jobs bodes well for all of us”.

Sussman says the group increased its
earnings almost 40% to 143,2¢ a share dur-
ing the past year.

At year-end, Sussman said the group had
suificient retained earnings to meet any
changes in Section 24 allowances.

Stock levels were consciously increased
during the year to R86,6m from R59,2m “in
anticipation of a shortage in availability”,
and although the group entered 1991 slight-
ly overstocked, Sussman says all stock is
“good clean saleable merchandise”,

Borrowings were affected by an in-
crease in credit sales and higher stock
levels. Sussman says this is disappeinting

MARCIA K|

from a gearing point of view, but a wise
long-term strategy as fixed interest rates
at the time of the sales will be higher than
expected rates during 1991,

Margins also remain under pressure.

In financial 1991 JD Group will be open-
ing the first of an expected five central
distribution centres.

Sussman says although turnover for the
year to end-December increased 36,9% to
R645,7m, a dramatic increase in sales
“should not undermine the quality of the
debtors’ book”.

Joshua Doore, with 24 stores, increased
sales 33,5% while its debtor’s book grew
R50m to-R154m. Bradlows, with 60 stores,
increased sales 21,6% and its debtors’ book
grew by R42m. Sales at Price 'n Pride (23
stores) increased 56,8% and its debtors’
book increased by R28m. Score Furnishers
— with 68 stores — increased sales 38,9%.
Iis debtors’ book grew by R25m.
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PASSENGER car sales in March
were bolstered by pre-emptive
buying by-the private and corpor-
ate sectors ahead of the quarterly
new car:price increases.

Figures released by the National
Association-of Automobile Manufac-
turers of SA (Naamsa) yesterday
show new car sales, further aided by
manufacturers’ improved supply po-
gition, rose 7% to 20 369 units eom-
pared with the 19 045 units sold in the
corresponding period last year.

Despite the prevailing high cost of
finance- and low levels of business
confidence, light commercial
‘vehicles (LCVs) held up well, and the
sales decline-was limited to a slender
4% to 9968 (10 350) units,

Quarterly sales for passenger
vehicles at 52 000 units are at the
same, level as last year, but LCVs
showed a 10% drop to 26 520 (29 500)
units” y

Contbined new vehicle sales
showed a 2% increage to 31258
(30 576), units for the month on the
back ‘of improved passenger car
sales; but quarterly sales were down
3,5% to 81 878 units against the 84 871
units sold in the corresponding
period-last year.

Naamsa said the continuing weak-
ness in the' medium commercial
(MCV) and heavy commercial
vehicle (HCV) sales was of serious
concern {o'the motor industry.

MCV and HCV sales in March fell
249% to 364,(478) units and 21% to 557
(703) units;respectively.

MCV and HCV sales have re-
mained severely depressed through-
ouf the first quarter, with MCV sales
22% lower at 1050 units (1 358) and
HCV sales down 26% to 1426 (1 917)
units compared with the correspond-
ing quarter-last.year.

Naamwsasaid, the introduction of .if |
value added.tax(VAT) at the end OF .11+ Grpti=FIONA KRISCH  Sourcei NARMSA -

I
| MARC HASENFUSS |

September’ this year on the basis of
an immediate, full input credit in
respect of capital goods could create
serious problems for the new com-
mercial vehicle sector of the indus-
try. ‘ .
Naamsa anticipated that, during
the period leading up to the introduc-
tion of VAT, new commereial vehicle
sales would be adversely affected by
the inevitable deferment of capital
expénditure by businesses.

Corporations would be able to ac-
quire capital goods, including any
type of commercial vehicle free
from VAT by virtue of the fact of the
credit companies would receive for
tax paid on capital goods.

“Moreover, commercial vehicle
manufacturers would probably face
a quantum leap in orders for deliv-
ery during the fourth quarter of 1991,
whilst experiencing cash flow diffi-
culties during the second and third
quarters.” .

In the light of government's deci-
sion to deny an input credit'iff re-
spect of company cars, Naamsa said
VAT was unlikely to disturb demand
for new cars. in the months'prior ic
its introduetion. s
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A BREAKDOWN in
the negotiations would
pose a serious danger
for business sentiment
inside and outside the
country.’

The South African
Chamber of Business said
this at a Press conference
yesterday and urged the
ANC not to suspend talks
with the Government.

Sacob also guestioned
the ANC’s tax proposais
and the ultimatum to State
President FW de Klerk to
respond to certain politi-
cal demands by May 9.

By JOSHUA
RABOROKO

The ANC's threat 1o
withdraw from the negoti-
ating process would mot
be conducive to the crea-
tion of a positive invest-
ment climate in South Af-
rica.

Economy

Sacob appealed to all
the parties concerned 10
make every effort to keep
political negotiations ‘on
track as there was a great
deal at stake for the econ-
omy.

A\

The reaction follows
the weekend pronounce-
ments by ANC deputy
president  Mr Neison
Mandela that the
organisation would
suspend  talks if the
Government had  not
taken steps, including the
dismissals of Defence
Minister Magnus Malan
and Law and Order Min-
ister Adriaan Viok, by
May 9.

Mandela warned of an
increase in ‘‘mass ac-
tion”® because of the
Government’s *‘failure 10
honour agreements with

r the ANC™".

« Sacob said while it did
not wish to become in-
volved in party politics,
nor did it want to dis-
courage debate on major
economic issues, it was
deeply concerned about
the combined effect
which these twin develop-
ments could have on busi-

ness confidence.
As pointed out, in the
latest  DBusiness Con-

fidence Index, although
business confidence ap-
peared to have stabilised
in March it remained vul-
nerable to political un-
certainty and continued
violence.

|1
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Clicks stores repeat
good -performance.
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CAPE TOWN — Clicks Stores has reported | :£"%waekly close : AR :
its third consecutive year of strong growth, |- % <3 _(cants) . g
exceeding the projected R560m mark in 150 e R - ! ;
turnover and showing a 25%_increase in - 5
attributable profits to R20,5m. 5: :
The (tape-based retail group’s perform- A4 /

ance far the year to March surpassed that
of its competitors as consumers “bought
down”, shopping around for cheaper pro-
ducts in tough economic times, MD Trevor
Honneyset said.

pyxha

Turnover, which grew by 29,5% to i ol b e 2T Earoet
R551,9m, continued to exceed inflation, - Co et et S
Honneyset, said. The group reported excel-  consumer demand with, creative; buying

lent sales in January and Febrnary this
year, contrary to the experience of most
other retailers, and the trend had contin-
ued into the current financial year, he said.

The profit margin dipped slightly from
7,67% t0 7,5%, largely as a result of shrink-
age and general increases in production
costs, particularly labour costs.

But directors were happy with the over-

all result. “Hard work and a skilled man-
, agement team who were able to respond to

and marketing policies enabled us to (-
duce excellent results” l-iiaEs .
A major expansion programimg, fﬁgh
increases the number of Clicks and Diskem
stores from 165 to 195 by December fis
year, is on target. The group is heatingihe
n
the years in which new stores ave’opencq,
but Honneyset expects the stores th: CUrh-
_ pensate with good profits In future ye gs
O To Page 2 N ‘f'.,"; %

—— n.—:a.“—“u.g—.‘_‘,/h-‘-':‘
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Another new developmentrexpéected.to  ment the first phase of its store-based

improve future profitability is the acquisiz; -

tion in August last year of the in-store

jewellery counters from concessionaires.

The creation of a separate upgraded jewel-
lery division has already boosted sales,
Honneyset said.

The group will also make a significant
| investment in technology and will imple-

cornputerisation programme this year.
Ten scanning storres-will be brought on line
and a communications network, linking-up
all group operations electronically, will be
commissioned during the first phase,

Honneyset attributes a considerable in-
crease in the interest bill (up by R400 000 to
R656 000) to 'an above-average increase in
stock levels.
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Foschini hopes for contlnu &

CLOTHING and jewellery . retail
group Foschinl was hopeful it would
continue its pattern of growth in
financial 1091, chairman Stanley
Lewis said in the annuai report.

+ Foschini, whose operating divi-

sions inelude Foschini, American
Swiss, Markhams and Pages, has
shown a 20,5% compound growth. in
earnings and a. 208% compound

- growth in dividends over the last 10

T IntheyeartoDeeember 1990, Fos-
chini’s consistent performance saw a
319% increase in net income to
R73,4m and a 33% rise in earnings to
762,2c a share on a 24,3% increase in

| MARCIA KLEIN .
turnover to B822m." -~ - ¢,

The group also declared at tores were u:gened and 25 boutiques
dividend from retained earnings in -were estab withln theFoschln!
"adidlﬂon to a 225¢ cash glvéglend. dtvisl
wis said the international reces- Turnover levels lncreased ln th
sionary climate could make the first' “3acond half despite hire "
half of the year very difficult. 3% , Testrictions, and the jewellery manu-
He said financial 1990 bad senm facturing industry had approached
ted ?all-tbmereeo nﬂﬁ the authorities in this regard. -
share 6|°‘1l”'+! '..' ..lMarkhamsopened llnewstora

wluch seven new stores wm opened.
several relocations were made and

| growth curve

& Four' new Pages stores were
many stores were fully refurbished. “opened dnrlngtheyearandanumber
The dwismn gained market share. were refm-

" Financial 1690 was a year of con-
lidation and' satisfactory profit
for American Swiss. Six new

Jduring the year, -. ..

~..'-v
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pays

Investment in technology and
computer systems continues to
benefit retail group Foschini.

The group operates four re-
tail divisions — Foschini,
American Swiss, Markhams and
Pages.

Analysts suggest that Fos-
chini remains the leader in mer-
chandise technology in SA, but
lags behind Edgars and Woeoitru
in debtor control and financial
systems. :

However, substantial invest-
ments are taking place in these
areas.

The financial systems should
be at a level comparable to
those of Eidgars and Wooltru by
mid-1991, while accounts receiv-
able should take until end-1992,
an analyst says.

Chairman Stanley Lewis says
in the 1990 annual report that
all operations now fully compu-
terised. All stores are linked to
the mainframe computer and
information can be captured
every night,

This enables management to

have timeous, accurate and de-
tailed information to make qual-
ity decisions on the procure-
ment and distribution of mer-
chandise.
. Foschini’s major benefit from
the investment in technology is
the continuned advance in the
pre-interest margin from
15,7 percent in 1986 to 20,7 per-
cent last year. /

Directors note, however, that
1990’s margin was an exception-
al achievement, which will be a
challenge fo maintain in the
current year.

Reviewing finanecial 1990,
directors say the high accounts
receivable relate to the increase
in eredit turnover in the second
half.

For the full year, accounts re-
ceivable rose 30 percent to
R320,135 million on a 24 percent
advance in turnover. This

Faith in techno

off for K yschini
Sb ulgidy

8y

Diagonal
Street

Jabulani
Sikhakhane

growth necessitated increased
borrowings.

Despite the higher borrow-
ings, Foschini still managed to
reduce gearing from 43,7 per-
cent to 28,2 percent at year-end.

This was largely due to more
cash generated by operations,
which rose 32 percent to
R187,942 million.

Capital expenditure was
tightly controiled, with plans for
a new distribution centre being
sheived.

But directors say that shelv-
ing this centre was partly due
to the introduction of new tech-
nology and computer systems,
which enabled. the more effi-
cient use of existing space.

Last year, for instance, 25
new American Swiss boutiques
were established within the Fos-
chini Ladies’ Division.

Analysts suggest that this for-
mat of jewellery boutiques with-
in Foschini stores substantially
improves its profits without any
additional capital outlay.

The Ladies' Division, the lar-
gest contributor to group turn-
over and profits, continued to
gain market share, The turnover
index rose 26 percent, while
trading space rose 2,4 percent.

Markhams was the star per-
former, with the turnover index
up 29 percent and trading space
up 10 percent.

Expenses were well-con-
tained, with profits showing a
healthy incraese.

American Swiss’ turnover
index rose 16 percent, with trad-
ing space up four percent.
Directors say turnover levels
improved in the second half, de-
spite hire purchase restrictions.
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CAPE TOWN — Faced with the
toughest trading conditions in
its 22-year history, Clicks Stores
produced its highest-ever turn-
over of R552 million —repre-
senting a 29,50 percent growth
in the year to February 1991.
Operating profit before tax
and interest was up 26,50 per-
cent to R41,351 million
(R32,677 million) and earnings
attributable to shareholders

were up 25,01 percent at
R20,457 rnillion (R16,364 mil-
lion).

Chief executive Trevor Hon
neysett said he was delighted
with the group’s performance,
especially as it came on top of
consistently outstanding resuits
over the past three years.

The year under review, how-

P i
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ever, had been exceptionally
difficult for retailers as mar-
gins had again been placed se-
verely under pressure from ris-
ing operating and gervice costs.

Hard work
sgowever, sheer hard work

and the dedication of our people
— coupled with a gkilled man-
agement team who were able t0
respond to consumer demands
with creative buying and mar-
keting policies — enabled us to
produce excellent results that
included breaking the
half-billion rand turnover bar-
rier by more than 10 percent,”
Mr Honneysett said.

The expansion programme
was on target and a further 3
stores were opened bringing the
total number of Clicks outlets to
116 and Diskom to a national
trading platform with 49 out-
lets.

Earnings per share were 25
percent up at 102,29 cents
(81,82¢) and the dividend for
shareholders, also up 27,30 per-
cent at 28,00 cents, gave cover
of 2,4 times.

Total dividends for the year
were 43 cents, up 96,50 percent.
— Sapa.
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recession

By AUDREY D'ANGELO
Business Editor

CLICKS Stores (Clicks) shook
off the effects of the recession
to achieve profits comfortably
ahead of inflation in the year
to February.

Although CE Trever Honney-
sett said it had been “faced with
the toughest trading conditions”
since it was founded 22 years ago,
the Cape Town-based group lifted
operating profit before tax and
interest by 26,50% to R41,3m
(R32,6m).

Attributable earnings were
25,01% higher at R20,4m (R16,3m).
This translates to earnings at
share level of 102,30¢c. The final
dividend is 27,30% higher at 28¢,
making a total of 43¢ for the year
covered 2,4 times by earnings.

Turnover rose by 29,50% to a
record level of R552m — against
the trend in the past year, when
most consumers were buying on
credit and stores selling only for
cash reported lower sales.

Clicks and its subsidiary chain
Diskom, however, have success-
fully penetrated the black con-
sumer market which normally
buys for cash.

Honneysett said, in an inter-

view yesterday, that the incomes
of black people who still have
jobs are higher and they have
more disposable income than in
the past.

He said the group’s margins, at
7.5%, were slightly down from
7.6% the year before.

The main reasons margins had
been under pressure were a
0,25% rise in shrinkage and theft,
higher labour costs without a cor-
responding incraee in productiv-
ity and “general inflationary
pressures”.

He thought the rise in thefts,
which was mainly in the Trans-
vaal, was due to high unemploy-
ment.

Discussing prospects for the
current year, Honneysett said
sales for the first two months
were 10% ahead of target. “1 am
very happy with our perform-
ance”.

He intends to continue expand-
ing both Clicks and Diskom this
year. The group had 165 outlets —
116 Clicks and 49 Diskom —bythe
end of February.

“We are planning to open at
least 30 more by the end of De-
cember,” said Honneysett.
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“There is an outside chance we
shall have 200 by then but we are
definitely planning to end the
year with 125 Clicks and 70 Dis-
koms.”

Some will be in the Western
Cape but most of the planned
growth will be outside this area.
Most of the profits come from the
“Fransvaal, where there are now
49 Clicks and 10 Diskoms.

“The opportunities for growth
in Diskom are enormous,” said
Honneysett.

Most of the Diskom branches
are at busy commuter points but
an exception is a new store re-
cently opened in the Golden
Acre. “Diskom is High Street ori-
entated and Clicks is now mostly
in shopping centres.”

The group has already expand-
ed outside SA. It is in Swaziland,
where it trades under the name
Safeway.

“We shall expand there,” said
Honneysett. “We are in Bophuta-
tswana and are about to go into
Lesotho. We are looking at Nami-
bia — which seems to have set-
tled very well. We have heard in-
credible success stories from
retailers there.”

- e



CBD ASSOCIATION ¥ 124!
END OF AN ERA@

Whither Jo'burg CBD? It’s a question that
has crossed many lips and been the centre of
as many arguments over the years. The
answers have been numerous and varied.

There are those who wrote off Johannes-
burg as the country’s commercial capital
years ago. They say the centre is dying and
rapidly being replaced by vibrant decentral-
ised office nodes like Sandton.

Others, while they accept decentralisation
asa fact of life — as it is in many major cities
— point to the changing face of the CBD as
testament to the fact that it is thriving and
has never been healthier. Johannesburg
CBD, they say, is alive, well and facing a
challenging future with confidence. Johan-
nesburg is a multi-nodal city, they say, and
the growth of areas like Sandton is actually
an indication of the city’s weltbeing.

Not surprisingly, one of the champions of
this view is the Johannesburg CBD Associ-
ation — an organisation which represents,
promotes and lobbies for property and busi-
nesses in the centre of town. It is in their
interests to ensure that the centre continues
to thrive.

Established 14 years ago, the organisation
was, until this week, headed by founding
chairman and yrban affairs consultant Nigel
Mandy But at Monday night’s annual meet-
ing he stepped down. With his departure.
from the hot seat the association has decided
to restructure to meet the new challenges
facing the city.

All of which involves the reorganisation of
the association along the lines of Sapea.
Association member Bernard Snoedyk says
this means setting up a small executive com-
mittee made up of the chairman, deputy
chairman, a city councillor (possibly) and
the chairmen of eight standing commitiees,
These committees will concentrate on specif-
. ic areas such as civic affairs or public trans-
port and infrastructure.

. The next element will be the association’ s

council — elected by rank-and-file mem-
bers. Its function will be to define the guide-
lines and convey the thoughts and needs of
members to the executive committee. Under
the new system the chairman will serve for a
maximum of two years.

The envisaged structure will replace a coun-
cil of about 30 members headed by the chair;
man. “That was fine when there was a, person
like Nigel who devoted an enormous amount of
time to the association,” Snoedyk says. “How-
ever, it is impractical if the chairman can’t.”

The general idea is that the association will
be able to focus simultaneously on a broad
range of issues. [ ]
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NO RUSH TO THE T
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The Group Areas Act will be scrapped shortly
but national supermarket chains are not ex-
actly lining up to move into black townships.

The legal obstacles may be removed but
the political and investment considerations
remain, making it unlikely that the chains
will open in black townships in the near
future. The chains are heavily patronised by
blacks in the downtown stores and in centres
close to townships, such as Highgate and
Southgate, near Soweto. This is because
township supermarkets such as Black Chain
can’t compete on price and range.

But the chains are acutely aware that it
would be a public relations disaster to open
inside a township before it became accept-
able to the community.

Pick 'n Pay chairman Raymond Acker-
man believes that there should be a {ive-year
moratorium to enable black business to de-
velop. “1 do not like regulation but I believe
that there needs to be some compensation for
previous disadvantages.”

Pick ’n Pay supplies black traders through
its Price Club wholesaling arm, so it can't
afford to take away their business through its
own outlets. - .

Such a maratorium would certainly
be opposed by Shoprite, a Cape-based
chain of 70 supermarkets specialising in
the lower end of the market, which has
declared its intention to move into un-
dertraded areas of the Transvaal, such
as the townships.

Ackerman's caution seems prudent.
At one time food was the only commod-
ity in which blacks were allowed to
trade and it is still politically unaccept-
able for whites to own an equity stake in
a food business.

Integrated Marketing Research’s
Teddy Langschmidt says: “The average
black still perceives business to have
been a beneficiary of apartheid, which
offered cheap labour and easy access 1o cap-
ital and land.”

Soweto retailer Richard Maponya says it
is not yet acceptable for the chains to move
into the areas in their own right, but that a
partnership could soon be acceptable. “The
black partner might not be able to match the
chain rand-for-rand, but he should buy his
share over a period.” In the past, partner-
ships were considered fronts for white
chains, and Pick ‘n Pay gave up attempts to
form joint ventures when local chambers of
commerce refused to endorse them.

The most that has been accepted by town-
ship leaders in chambers of commerce and
civic associations has been a management
contract. The best known have been between
the Score Group and Maponya’s supermar-
ket in Soweto and the Tembi supermarket in
Tembisa on the East Rand. .

Says Score’s Ronnie Taurog: “We hope
that we will be able to take equity stakes
soon. We have obviously learnt a great deal
about training in the townships that we
would like to put to good use.”

Shoprite is unlikely to open in the town-
ships until equity stakes are permitted.
Shoprite MD Whitey Basson says the chain
will not open on either a franchise or man-
agement-fee basis but would accept a genu-
ine partnership. “In the future, partnerships
should be only people who can bring specific
skills to the table, and not just a black face.”

But, says Gill Stacey, who consults with
major food companies on township trade:
“Any white businesses establishing them-
selves in black residential areas will be in-
creasingly questioned by residents. Black
residents will patronise the large chains in

white areas, but more militant factions
among the black youth and political groups
would oppose a move into their areas.”
Checkers was at the sharp end of militan-
¢y with its joint venture store in Mdantsane,
near East London. It was burnt down in
unrest. On the other hand, it has a successful
store in Chatsworth, an Indian township
near Durban, and Pick 'n Pay has a flourish-
ing supermarket at Mitcheil’s Plain, the
sprawling coloured arca on the Cape Flats.
Checkers MD Serge Martinengo says the
chain will certainly look at opportunities in
townships but go in as a fully fledged Check-

=m 1247

ers store only. “It would be disastrous if it
was perceived to be a second-rate store. It
must provide the same, full service as other
Checkers .”

Much will depend on the attitude of prop-
erty developers. The main investors are life
assurers who are obliged to put their fidu-
ciary responsibilities to their policyholders
over entreprencurial hunches. Gavin Main,
Liberty Life’s director of shopping, says de-
velopers are naturally wary of such high-risk
investments. “Net only is there a greater
physical danger to the centre because of
unrest, but we also have to be sure that we
get acceptable returns from our tenants. For
instance, there are township traders who still
find turnover-related rentals difficult to
grasp.”

But institutions have already invested in
certain township areas. Sanlam Properties,
for instance, has a neighbourhood centre in
Katlehong. Sanlam Properties GM Dolf

_Multer says higher risk investments are de-

signed to “spice up” the portfolio, rather
than to dominate it. Saniam Propesties has
centres in Bisho, Ciskei, and Giyani in the
" northern Transvaal, as well as Chats-
worth, and is building a centre at Mit-
chell's Plain. Maponya has had no tak-
ers for his proposal for a Cresta-sized

centre in Soweto (Business March 15).

Muller, though, says he expects a
cautious approach to be taken to black
shopping centres, as it was to white
shopping centres. “Shopping centre de-
velopment has been an evolutionary
process. First there was the ribbon de-
velopment and the cluster of neighbour-
hood shops. In the Sixties a shopping
centre meant a supermarket, 15-20 line
shops and maybe 300 parking bays. It
was another 10 years before regionals
like Sandton and Eastgate were built.”

Maponya is surprised by such caution:
“There is a flood of people coming to Soweto
from the rural areas. They want to be able to
shop where they live, and not forced to go
shopping downtown, or at best at the fringe
centres on the outskirts.” :

These centres are close enough to Soweto
to get traffic but the developers hedged their
bets by making them accessible to nearby
white suburbs. John Mackay, of property
brokers Edwards Mortimer, says the recent-
ly opened Scuthgate centre would have had
more long-term growth if it had been built
much further into Soweto.
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KAGISO residents will launch an indefinite boycott of
Krugersdorp shops next Saturday in retaliation for
the toin council’s refusal to allow an African Nation-
al Congress' march in the town last weekend,

~ This was'announced yesterday by the Krugersdorp
Residents’ Association (KRO) at a press conference
held in Johannesburg, '

A stdtement released by KRO noted that 1o specif-
ic reasoins had been advanced by tlie couticil when it
refused to allow ANC members to mareh to the local
prison to demand the release of political prisoners.
“But because of the racist attitude ‘thatKrugersdorp

v

has, to. black. communities, threats by the right-wing’

element were not atténded to. Rather, our communi-
ty was then intinidated.” © ~ '™ )

About. 70-heavily armed members of the Afrikaner
Weerstandsbeweging and Conservative Party pa-

St

‘trolled"Kfugersdorp last Satirday to ensure that the

march did not take place.




No placs

IF affirmative action had no
effect on the masses we might
dismiss it as just another
false hope, but affirmative ac-
tion actually does positive
harm - and to those who can
least afford it.

As apartheid begins to
wind down there are increas-
ingly louder calls for a race-
based policy of affirmative ac-
tion.

Much of this has a ring of
reasonableness about it. After
decades of State-imposed
disadvantages blacks feel they
need something extra to
speed up their socio-economic
progress.

What is meant by “some-
thing extra” has been made
painfully obvious to me dur-
ing several visits to South
Africa, most recently in Oc-
tober.

One example is the de-
bate about whether firms such
as Pick 'n Pay and Checkers
supermarkets should be al-
lowed to do business in
black townships.

If those firms began oper-
ations in black townships there
would be several significant
benefits for many blacks.

Blacks would have more
convenient shopping opportu-
nities, and a larger selection
of goods at lower prices than
what is available through

el

American economist WALTER WILLIAMS
argues against ‘affirmative action’ as a
policy for the ‘new’ South Africa. He claims

it benefits only the blacks
- the business people.

existing sources.

The benefit of lower
prices is significant when we
recognise that a higher stan-
dard of living is possible
through higher wages or
lower prices for goods and ser-
vices.

The argument against
large white-owned firms hav-
ing operations in the town-
ships is that as black entrepre-
neurs have been discriminat-
ed against they cannot com-
pete effectively with
white-owned firms, which have
had all the advantages.

I have been told that
whites should be kept ouf of
the townships to encourage
the development of black en-
trepreneurs.

I countered the argument
by offering two alternatives.

First, altow white firms to
enter the market in black
townships. If black people
feel strongly about the devel-
opment of black firms they
simply should not shop at
places such as Pick 'n Pay
and shop instead with the ex-

east need it
& (@)@
istin blackter-
chants.

Thus Pick 'n Pay, for ex-
ample, would go out of busi-
ness in the townships.

Secondly, I suggested
black peopie be allowed to
hold a referendum on
whether white firms should be
allowed to enter townships.

Neither of these sugges-
tions was warmly received.
The significance of this atti-
tude is that it reflects an un-
willingness on the part of
some blacks to eliminate apart-
heid entirely.

The position is identical
to that when South Africa’s
racists laid the groundwork
for apartheid.

The question for South
Africa is whether current
apartheid laws will be re-
placed with ‘enlightened’
apartheid — in which, for ex-
ample, businesses in black
townships are reserved for
blacks only.

If such a practice comes
to fruition in the ‘new’ South
Africa blacks will have dem-

for racism

onstrated that their struggle
was not for freedom but
merely to change the colour of
the tyrant.

Only a tiny fraction of the
black population — black busi-
nessmen — would benefit
from keeping white businesses
out of townships, and this
will demonstrate that blacks
too are as willing as aparth-
eid’s architects to impose high
costs on the masses for the
benefit of a few.

No doubt employment
will also become a target of af-
firmative action pro-
grammes.

Again, there is an air of
reasonableness in such a call,
Blacks have indeed been
held back from the acquisition

of skills and education to
compete adequately with
whites, who have had all the
advantages.

There is however nothing
one can do to change history
except to acknowledpge it
and ensure no repetition of the
past.

Wherever it has been
tried affirmative action has
failed to produce the desired
results.

The task that lies before
all South Africans is rather tc
eliminate once and for all
every vestige of racial/ethnic
privilege from their society.
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ATL order and direct
gelling , company Mas
Holdings ; (Mashold) is
Jaunching a customer
| ) its 3,5-million
qkl__gtomgrs.‘ -
The lajurich is in line with

the-latest marketing trend’

in.8A for customer clubs.

JSE-listed Mashold has
nine mail order catalogues
and.three direct selling op-

_erations, with its subsidiar-

jes ‘selling® clothing,shoes;
‘erotkery, household goods
and educational books.
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MEDIA SPOT by Marcia Klein

Mashold marketing man-
ager Julian Ardagh says
Mashold has “ineredible

. reach into the black con-

sumer market”.

With more than 3,5-mil-
lion economically active
black consumers on the
company's books, Mas-
nold's catalogues and cus-

tomer . clubs are ideal
vehicles for marketers fo

get their message across to

this huge market.

“No gther publication or
direct mailing list has the
same black consumer mar-
ket penetration as
hold’s,” he said.

New group club manager
Richard Francis says the
publication will offer edit-
orial, special discounts and
product samples, and aims
to offer extra advaniages
for the group’s .customer
base.

«We intend joining forces
with various product manu-
gacturers and' marketers
who are not in competition
with the range ‘offered. by

‘the group’s,catalogues,. to’
create a range of benefits
for our customers.”

Francis, says: dnanufac-

. turers will get exposuré for
their prodicts through-the
vast I,customer' base, and
custorners will gét discount
benefits, - free sainples’ or
prizesicf Sk

Outsidé ’comipanies. are
also offered marketing
opportunities: by’ way of
Mashold’s vast customer
base, - e

o
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setbacks f

The depressed gold price
and the introduction of
VAT have serious impli-
cations for the owners of
commercial and indus-
trial property, says John
Whiting, chairman of
Pangbourne Properties

(Panprop). Svﬂ%\:‘k\({\ ]

“about 50 percent’ of
such property on the Wit-
watersrand is directly or
jndirectly dependent on
gold mining,” he says.

«If the gold mining in-
dustry takes a knock, so
does the property indus-

ry.l‘

Mr Whiting also
saysthe closure of mines
and cutbacks in produc-
tion affects hundreds of
goods and service suppli-
ers in the industrial sec-

tor,

This could lead to a se-
rious fall in demand for
factory and warehouse
space as well as office
accommodation.

«Ihe imposition of
VAT at a rate of 12 per-

.cent from October 1

could lead to serious
cash flow problems for
commercial and indus-
trial property OWners.

Reclaim input

«t,andlords will be ob-
liged to pay the tax with-
in 30 days of rendering
month-end rental state-
ments.

“They may, however,
reclaim their input from
the Receiver only when
tenants settle their rent-
al accounts.

«Infortunately, many
tenants, particularly in
the current difficult eco-
nomic climate, are late
payers.

“This could tie up at
the Receiver, interest-
free, substantial funds
which could be more
profitably deployed else-
where.”
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EW STUDIES have re-
b vealed that no more
1 §§ than a handful of five
supermarket chains
control well over 50 percent of
the muoltibillion-rand retail
trade in food items that go into
shopping baskets every year.

The combined total of 800 hy-
perstores and supermarkets
run by the quintet of giants —
Checkers, OK Bazaars, Pick 'n
Pay, Spar and Shoprite — ac-
counted for almoest R13billion
of the R24 hllion spent on gro-
ceries last year.

Supprettes, each with an an-
nual turnover of Rl millton or
more, shared R3,7 bitlion of the
food market.

The balance — less than a
third of the overal] total — was
divided between the 20000
smaller-fry grocery shops scat-
tered around beth wrban and

| rural areas.

. Slice _
The huge slice of food sales

4 taken by the five giant chains
| was as much as 65 percent in

and around Johannesburg and

{ Pretora at a recent count.

The pattern of whales and

| minnows inside the massive

food retail business is under
constant study by Ibis Market-
ing Infurmation  Services,
whose computer databank is
ﬂam_w considered as crucial to
the grocery trade.

Ibis joint managing director
Gordon Pasley explains that

- hawkers miss the count be-
-cause the small range of fooed-

stuffs they offer does nof usual-
1y put them in the bracket of
full-scale grocers. -

The spaza shops that operate

" in many black townships come

into the count — bat recent stu-
dies conclude that their com-
bined impact an total food sales
may he nowhere near as big as
often assumed.

Popular guesstimates about
the collective clout of spazas in
retail sales may be hopelessly
exaggerated, says Ibis. Recent

!’

news teports had put the num-
ber of spaza shops now 1n busi-
ness as high as 35000, shating a
combined turnover of a phe-
norenal R7 billion,

“Qur own surveys, drawn
from 125 field workers, put the
real total of spazas at closer
to 3000,” says Mr Pasley. “In
foodstuifs, their combined sales
could be only around R500 000 a
year — R1 billion at most, noth-
ing like as sigmficant as sug-
gested lately.”

All of a sudden, the figures
on the spazas and the break-
down of sales patterns in the
grocery retail business have be-
come far wore than of mere
academte interest.

They have come under an -
tense new spotlight as a result
of the launch of a special inves-
tigation by the Competition
Board, the State watchdog on
monopoltes and fair business
practices,

The investigation is looking -

into all aspects of the supply

and distribution of foodstuffs by
retail outlets,
It was triggered L allega-

tions by small producers that
some retail eopglomerates
were guilty of dictatorial prac-
tices, twisting their arms to
keep prices low — or run the
risk of losing buge orders,

It is the sort of complex bus-
ness affair that has drawn little
attention from newspaper
headline writers so far. It
sounds dull — whines never to
be settled. Yet there is a lot at
stake for consumers in view of
the mammoth s1ze of food bills
in household budgets — and the

fact that everybody’s pocket '

could be affected by the out-
come.,

The SA Chamber of Business
(Sacob) has underlined one very
fmportant aspeet in its owm
subnussion to the Competition
Board mvestigators: the best
performers among the large
multiple groups end the day

The bi

Grev
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The Competition Board,
watchdog on monopolies,
has launched a special
investigation into the run-
ning of the massive
R24 billion-a-year food
retall trade. The outcome
may be significant not
only for black and white
businessmen but also for
consumers, reports
MICHAEL CHESTER.

with pre-tax profits as low as
only 3 pereent.

The implications sound clear:
SA consumers have little to
complain about if they weigh
the cost of shopping against
such slender profit-margins,
particularly when they reflect
on the fact that net proiits of
the best of British supermarket
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by only five chains — Sains-

bury, Tesco, Gateway, Safeway
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chains come out twice as high  makes that look nothing ex-
at about 6 percent. traordinary at all.

Nor does Sacob back away Sacob points out that in Hol- and Asda.
from the spotlight on the con-  land, as an example, 42 percent

centration of so much food re-
tail business in so few hands.
Though 50 percent of food sales
may be dominated by five
chains in South Africa, a couple
of interpational comparisons

-

of sales go to only four chams
— Ahold, Vendex, Superunie
and Ziko.

And in Britain, as much as
G0percent of a much larger
food retail trade is controlled

Moreover, Sacob senior econ-
omist Bill Lacey argues, there
is still plenty of elbow-room for
small traders and newcomers,
especially if they use a bit of
initiative and lure customers
with the special advantages of

a2

personal  service, location,
phone-in orders and home deli-
veries, credit accounts and
other merits which the giants
cannot match.

Equally important 1n the de-
bate strred by the Competition
Board probe, according to
Sacob, is the chance to tackle
the whole issue of market
shares 1 the mammoth foed
retail trade from a black/white
business angle new that old

apartheid hbarriers are crum- .

bling.

In its submisston to the
board, the chamber makes par-
ticular note of the unque divi-
sions that apartheid caused to
the food retail business,

Apartheid legislation pre-
vented black businessmen from
owniog and operating shops 1n
white areas, and white busi-
nessmen were excluded from
black areas. What now?

“Sacob is not insensitive to
the fears of small black retail-
ers whose businesses mught be
threatened as a-result of the
removal of the Group Areas
Act,” says the submussion.

“It mtght be argued that the
abolition of all racial legisla-
tion should be accompanied by

intervention measures wheh.

would provide for a transition
period in the black areas which
would effectively exclude any
intrusion of the multiples and
white retail operations in the
black townships.

“This might ensure the sur-
vival of black retailing inter-
ests, but could only he to the
cost of black consumers. Sacob
conld hardly be insensitive to
black consumer interests, even
if clothed under well-inten-
tioned ‘affirmative action’ pro-
gramimes.

“The resolution of this dilem-
ma might require an accommo-
dation in the form of some
partnership arrangement which
could satisfy in some respect
the interests of the black com-
munty and black businessmen.

“To that end, Sacob believes
that white and black business

must examine pew partnershtp
techniques which would facilt-
tate the adjustment process
and evelve appropriate busi-
ness strategies for the post-
apartheid era.

“Furthermore, Sacob weuld
be supportive of transitonal
measures — such as special §i-
nancial assistance — to small
black businessmen which would
not interfere with the develop-
mett of a single econemy.

“If it is proposed that a ra-
cially divided environment be
retamed for whatever regdon.
then Sacob would express its
unreserved gpposition.” -~

Sacob director-general Ray-
mond Parsons confirms that
talks are now likely wath the
National African Fedetated
Chamber of Commerce and the
Foundation for African Busi
tess and Consumer Services on
the 1ssue. R [

Bargains M

*
The outcome of the partfer-
ship feelers contd be impoetant

- not only to black and whitere-

-

tailers but also to consumers.
Ihis researchers estimaie
that black township consumers
spend as much as 80 percent of
therr food budget at te.
owned stores in the big mggro-
politan centres. N
“The reason s guite sinffile,”

says one researcher, ..@S..

need to find better price Har-
gains than the ones on offer

near to home. It is well known |

that shop prices in the black
townships are normally quite a
lot higher — often because of
the damage caused in spasms
of unrest and complex distrabu-
tion problems.” o
The investigation launched
by the Competition Board,
whether intended or not, lopks
likely to open a brand new dia-
logue on black/white business
relations. Considering the scale
of food buying in 2l household

budgets, there’s much at stake .
for the retail trade — and‘con- ;

sumers. O .

e
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Pep, ‘the countrys blggest low-
income elothing retaill group

-gotiating to buy Harties from
recently listed Hicor.

Harties, which has just over

- Pep. 3

e

Rooyen, son of the Renier van
Rooyen who founded PepG.
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200 stores, also sells clothing in'
the same market segment as

There is another lmk bétweer;
the two groups. ‘Harties’” execu-, -
. tive chairman is Rénier van—

" 0 percent of
rtIES{ sharesg and was listed
:1ast:November.tt . Y

“*Tn addition {6its' Store inter-

with more than 900 stores, is ne-+ 2+ €5ts, It also haS'a' dlothing man-

ufacturmg division which
‘makes schoolwear, and children
and men’s clothing.

'Hieor’s operating income in-
creased 244 percent to R12 mil-
lion in the year to February,
1990

" _However itis expectmg only
a ,small‘ “increase in’ operatmg
“income in the year to February

1991 and earnings a share to de-

cline from:9,1¢ifo 8,5¢ a share.
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Pep set to buy
Harties stores

Business Staff

PEP, the country’s biggest low-in-
come clothing retail group with more
than 900 stores, is negotiating to buy
Harties from recently listed Hicor.

Harties, which has just over 200
stores, also sells clothing, footwear,
blankets, and household goods for
f)ash in the same market segment as

ep.

There is another link between the
two Cape-based groups. Harties’ exec-
utive chairman is Mr Renijer van
Rooyen, 34-year-old son of the Mr
Renier van Rooyen who founded Pep.

Hicor owns 90 percent of Harties’
shares and was listed last November.

In addition to its store interests, it
also has a clothing manufacturing di-
vision that makes Schoolwear, and
children and men's clothing,

. Harties neeed a R9 million capital
Injection last year to eage tight finan-
cial constraints,

Rapid growth curbed its ability to

generate positive cash flows, the di-
rectors said in the last financial re.
port.

Harties planned to continge its
stores expansion, but the rate of
growth was expected to taper off.

Hicor's operating profit increased
244 percent to R12 million in the year
to February 1990.

However it is expecting only a
small increase in operating proft in
the year to February 1991 and earp-
ings a share to decline from $,1c to
8,5¢c a share,

Harties, started by Mr Renier ju-
nior, grew from five ‘stores to 180 and
kept profitable.

The shops are basie in fittings and
appearance with gaudy decor, bright
colours and simple furnishings. Aver-
age shop size is 230 square metres,

Harties has more than 30 shops out-
side South Africa, most of them in Na-
mibia and others in Lesotho, Boputh-
atswana, Transkei, Ciskei, Venda,

L
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NEGATIVE real growth in the sale of

uél;ite and brown goods 15 expected over
1981,

Sales of appliances this year would be
measured off a high base. due to the dra-
matic increase in demand after the lifting
of hire purchase restrictions in March last
vear, industry operators said.

Growth in appliance sales had been
steadily decreasing after reaching a peak
in October last year.

Retailer Liaison Committee chairman
Derek Russell said consumer spending.
which stayed high for most of 1990 *'fuelled
by credit”, would be modest this year.

He estimated that appliance sales would
show a negative growth rate of between
7% and 8% over 1990, and 1991 would be a
“difficult year” for the industry.

Russell said legislation which brought in
HP restrictions in 1988 had “knocked the
electrical market heavily in terms of sales
growth, and demand levels {or electrical
products fell off dramatically”.

By the time restrictions were reduced in
March 1990, furniture sales were increas-
ing by over 20% while appliance sales
werg growing by only 5%.

With the resurgence in the electrical
appliance market after March. appliances
did not come back as strongly as sales of
audio equipment and TV.

In the 12 months to December, appliance
sales were 26% up on the previous year.
reaching a peak in October and showing a
steady decline since then.

February’s sales figures had bucked the
trend slightly, but this was off a low base
as sales figures for February last year had
been negative. The downward trend since
last October was likely to continue this
vear, Russell said,

However, there was “huge potential in
the medium-term, and the iatroduction of

eared
cods
Mﬁﬁlqlm.

MARCIA (KLEIN ;

refrigeration and eleciriclly inlo nomne
could see sales grow dramatical.

UK marheling director turnitire .nd 1y
pliances Arihur Svlomen said there wouw. i
not be growth i the sale of white i
brown goods this year Growth would be u2
by about 157 1n rand terms. in hine Wit
inflation.

The market for TV sets would he abow
300 009 for coleur units and 200000 for
portable black and white. About 70 0C0 1o
80 000 VCR units would be sold,

Solomen said the increase in sales sinee
jast March meant that the base had 1
creased dramatically. This made reul
growth thuis vear particularlv difficoi

Buying patterns had changed. favourin.s
electrical appliances. with the electrifica-
tion of township areas. Recent trends in-
cluded the upgrading of TVs trom biack
and white to colour, and bouyant sales ot
smaller electrical appliances.

In the black consumer market. there nad
not been much growth in sales of video
recorders and M-Net decoders.

/" White appliance’
y sales
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“Pepkor

or “looks’at Harties’

o . . MARGIA KLEIN At s
PEPKOR y&sterday confirmeq it waslooking at buying a
Hicor division, Harties Stores, ‘

... epkor MD Armisld, Louw yesterday would not. furnish

any details other than to say the group was looking at-a
pogsible deal, -, -, ¢ C TR

' This fq;ldi’ygé the, receritly. listed Hicor’s cautionary
announcemént earlier this week that negotiations were




_lﬂ..m ANC plans to ﬁ::nr..m
-consumer boycott on the West
Rand starting tomorrow 'in
protest against the allegedly
- racist mﬁ;:amm of the Kru-

YRR _—g:; At i 4 3;@

ion publicity secretary Nom:
viula, Mokonyane told The Star
gmn the boycott was aimed at
;pressuring the business sector,
{ “ -as ratepayers, to force .&m

MHEmm_.mnoé 950 bmmoo_m- ‘

JE——

councils, ﬂEn: mnm um- “Wwere.

racist, 3 negotiate s&n__ the:

two civic associations.” =~ & ¢

Ms Mokonyane said the boy:
cott followed several. racial
incidents carried out by right-
wingers and AWB members in
the past four months.

-~ Sheisaid public, mmn_rsom

weére still closed’ to Emnwm nm.

.- spite the scrapping of the mmw-
- arate Amenities Act.

And blacks were still mmEm

. denied. freedom of association
-and movement in the .two

.EE latest En_nmu» was

" ‘refusal of permission for a

"march to Krugersdorp prison

by the local town council and

" the burning of a bus by the

AWB in Toekomsrus,
. Ummomw__um

RO

"' Ms; Mokonyane said - :5;

"during a march on April 6, the
AWB had paraded with Emmm

in a bid to intimidate the ANC.
_She added ‘that the town

noE_EHm had Hd?mmn to ummo.

- tiate with the civics and the

TPA for a nonracial metropo-
litan chamber. Another reason
was the removal of black taxi
ranks in-the city centre.

Ms gowouwmum appealed to
the community to exercise
discipline during the boycott
and said Esa_aﬁ_cu would ...
not be tolerated. <A

Sl

- Marshals ﬁoc_n BoESH. the ~
boycott and explain to.peo-
ple moEE macuu_nm in 85. the

reason behind the nmEummms
. The ANC was optimistic

. Ewa it would be’as effective as
: wnmﬁo_._m campaigns, she said.

The boycott has the suppert
of the local black business
body, the taxi association, the
SACP, Azapo and Cosatu. . :
1 To ‘alleviate possible hard- :
mEu by. consumers,the taxi as-.
", $ociation has cut the fares :

-+ from Kagiso o .-owmuumwcﬁm _

by 90c. The rate is now R3.
From. Kagiso to.Roodepoort it -
§=_5w_.3§m§aomwwmo,



as blacks employ Whltes

' By Willie Mashau

LOUIS TRICHARDT o Ten
'Louis Trichardt Whites have ap- -
plied for employment at four
businesses owijied by blécks in
the CP-controlled town and will~
'start work in June, a black busi-
nessman Sald on Tuesday. o

. Ducksy Mukhondo sald that
although blacks registet 'their
bisinesses under the name of a
white nominee friend, lt is
known that they are the ‘sole
owners of the business and they
recewe custom from ali races. -

The busmesses mclude ‘hair

salons and a’ unisex outfitter

whicki operate in the central
business district. “Nobody is
against 'us except the town .

- council,” Mr Mukhondo said,
. Most of the shop owners in
. the town do’ not’ ob]ect to blacks
"'operating among them, except
for a few who-feel-that their
‘town is being invaded, he said.
:~ “They, (blacks) will in the end
try to attend our churches and
. enrol ‘their:children in our
- schools, which, will then be un-
acceptable as they will erode
our cillfure,” a: confectionery
shop owner said.

Town clerk Hein Basson said
he was “not aware of any black
busmessman in the town”.

‘Mr Basson would not com-
ment on whether the town coun-
cil had given in-to the Decem-
ber 1990 consumer boycott com-
mitte¢ démand that the CBD
should be Opened fo all.
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 CLICKS
EXPANSION KICKS IN

maintained at the current rate, Clicks could

continue to increase EPS at 20%-25% annu-

ally until at Jeast 1995. A challenging state-
ment? Certainly. But the results for the year
to end-February offer support for that view.

Turnover was up by 30%, with trading
profit, earnings and the dividend all rising by
more than a quarter. As in previous years,
the expansion of the trading base was a
major cause of the improvement. .

There are now 116 Clicks stores, up from
101 a year ago. A well established trading
recipe is in place. It seems the group has
developed a consumer acceptance and a mar-
ket image as a leading toiletry rtetailer
wwhere the shopper genuinely pays less.” Its
mainly white customer base includes a wide

_ range of income groups and the emerging
middle-class black buyer is supporting the
chain in rising numbers.

Diskom is the group’s newest toiletry and
gift retail chain. As group CE Trevor Hon-
neysett puts it, Diskom’s merchandise has a
“bottom. of middle- to lower-market feel
about it.”” The chain serves 2 burgeoning

“black clientele and grew from 33 to 49 stores

.- in the 1991 year. It, too, has an established

trading recipe that Honneysett says is widely
accepted.

Stores in the Clicks chain are typically
gited in major shopping centres which usual-
ly involve a lengthy planning period. In con-
trast, the Diskom stores are situated in strip-
type or downtown locations where an
opening can be planned and effected within
three or four months — an important reason
why the chain has been growing much faster

than Clicks.
‘BIGGER BASE B

Year to February 28 1989 1990
TFurnover RmM} .oeeriien 426 5562
Operating profit (R} ... 32,7 41,4

Earnings (RM) . 16,4 20,5
Earnings (€] .oveenes 81.8 102,3
Dividend (&) ceoivineinenes 34 43

~ While, on average, it iakes two Diskom
stores to do the turnover of one Clicks outlet,.
a Diskom store occupies about half the
space, is more easily controlled, requires a
smaller ratio of staff to sales and makes a
larger profit contribution.

Ambitious expansion plans remain on
track. The formidable target of 200 Clicks
and 300 Diskom stores in operation by 1995
becomes more realistic with each passing
financial year. There should be no difficulty
in funding the development from internal
resources {Companies June 15).

The groups selis only for cash, so the
performance over the past year — when
most retailers reported a softening of cash
sales — shows the resilience of the trading

‘ FINANCIAL MAIL » APRIL » 19 + 1991 « 93

As long us successful new store openings are

FOX Fon Wl

operations. @

At 1 600c, the share price has almo
bled fr_om a year ago. The final divids;n(fiogf
28c brings the total to 43¢, which puts the
share ona yield of 2,7% and a p:¢ of 15,6. For
a counter that looks capable of doubl’in.g its

earnings every three years the price i
: e pri
excessive. Pt s

Gerald Hirshon
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be the case — expanding credit sales should
enable the group to derive a higher propor-
tion of its income from financial activities,
As Sussman points out, the fixed interest
rates prevailing at the time of doing the sales
will be higher than the rates the group ex-
pects to be charged on its own borrowings
during 1991.

Even so, interest and leasing cover had
dropped last year to 2,9 times, so pre-tax
profit could well prove brittle should sales
slow abruptly this year. However, it’s hoped
that any easing in economic conditions will
result in a stronger sales performance at the
non-discount chains, the 60-store Bradlows
and the 68-store Score Furnishers, with fa-
vourable effects on margins,

On present indications, increases in earn-
ings and dividend of at least 20% still look
attainable for this year, while rising credit
sales will help to fuel longer-term growth.
The share looks reasonably priced on an
historicai dividend yield of 3,8% and p:e of 4.

Ardrew McNulty

FOSCHlNEFm\qu\
TRADING WELL

Activities: Chainstore, retailing clothing and
Jewallary.

Control: Lewis Foschini 53,22%.

Choirman: S Lewis; MDs: C Hirschsohn; B
Belcher.

Capital structure: 10,2m ords. Market capital-
isation: R1,37bn.

Share marked: Price: 13 500¢. Yislds: 2,3%
on dividend; 5,6% on earnings; p:a ratio, 17,7;

cover, 2,6. 12-month high, 13 500¢; fow,
6 000c. Trading volume last quarter, 5 620
shares,

Yeur to Dec ‘87 ‘88 ‘89 90
ST debt {AM} ......... 136 24 144 138
LT debt (Rm) ....... 30,7 404 €05 56,8
Debtiequity ratio ..... 0,33 027 039 027
Shareholders' interest 0,44 042 041 0,45

Int & leasing cover . 9,1 114 75 7.8
Return on cap (%) .. 26 30 29 31
Turnover (Rm) ........ 407 529 8661 822
Pre-int profit (Rm} ... 68,5 98,9 1252 170

Pre-int margin (%) .. 17,1 189 189 20,7 °

Earmings (&) ...cosee.. 333 488 B73 762
Dividends ¢} .......... 141,4 206,0 242 311
Net worth {g) ... 1218 1500 1834 24560

Foschini's results for the 1990 financial year
were considerably better than most analysts
expected. An exceptionally buoyant second
half reflectng operating profit growth of 37%

enabled the group to record an impressive
performance for the full year.

The turnover advance of 24% was about in
line with most analysts’ forecasts, but the net
operating income jump of 35% surprised
almost everyone. Joint MD Clive Hirschsohn
says there were many reasons for this leap.

He notes the pre-interest margin rose to a
record 20,7% thanks to hard-won producti-
vity increases. These were achieved across
two fronts. Firstly, the group’s clothing com-
panies had their best clearances ever, result-
ing in an important profit contribution. Sec-
ondly, and more significantly, the investment
in information technology is paying off. This
is helping to improve stock control and the
efficiency of purchasing and distribution.

Hirschschn says most of the real growth in
turnover can be ascribed to demand from the
black sector, as off-take from white consum-
ers has been stagnant for several years.
Asked if easier credit conditions were re-
sponsibie for the additional sales, he says
that while the percentage of cash sales has
fallen marginally, the group has not changed
its policies on granting credit recently.

Moreover, though accounts receivable are
up by 30%, Hirschsohn says “the collection
rate remains satisfactory and the average
days outstanding have hardly moved at all.”

New store openings apparently did not
contribute materially to the bottom-line re-
sult. Most only came on stream during Octo-
ber and November. Of the 22 new outlets
opened during the year, the men’s clothing
chain, Markhams, accounted for half. This
partly explains the 29% increase in the
Markbams turnover index, compared with
26% for Foschini and 16,3% for the jeweller,
American Swiss.

Tight control was maintained over capital
expenditure, most of which continued to be
channelled into information technology. This
investment has enabled plans for a new,
multi-million rand distribution centre to be
shelved. Restraints on capex also enabled
lower gearing, even though additional bor-
rowings were needed to finance the enlarged
debtors book.

Ordinary share capital was increased be-
cause 0,5m new shares were issued at R72,33
per share to pay for the purchase of 1m Lefic
shares, for a new staff incentive scheme.
And, to celebrate the good results, a special
scrip dividend bonus of one ordinary share
for every 23 held has been declared, based on
a share price of R91. The premium genera-
ted from the issue of the new shares, together
with the share distribution reserve created
from the current year’s retained earnings,
has meant an increase of R77,1m in share-
holders’ funds. The current distribution re-
serve will be reflected as new shares in the
1991 accounts.

Stanley Lewis does not offer any predic-
tions for 1991’s results, However, Hirsch-
sohn says real growth is budgeted.

Apart from the 1985 dip in profit, the
group has an outstanding record (return on
average shareholders’ interest over the past
nine years averages 60%). In the past few
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weeks the share price has risen to R135,
from around R75. At the current pe, it is in
line with the average for the sector, but still
offers value. The small number of shares
traded emphasises that the counter is held in

firm hands. Gerald Hirshon

CUSAF £m 4 |4l|q]
A VINTAGE YEAR(E)

Achivitles: Composite insurer.

Control: Commercial Union London 36%, UBS
28%, GFSA 24%. -
Chairman: A M D Gnodds; MD: J A Kinvig.
Capital structure: 70m ords. Markeat capitalisa-
tion: R245m.

Share markel: Price: 2 450c. Yields: 4,3% on
dividend; 13,5% on earnings; p:e ratio, 7.4;
cover, 3,2. 12-month high, 2 500c;: low,
1 650¢. Trading volume last quarter, 11 000

shares.
Year 1o Dec ‘87 ‘88 ‘89 ‘90

Total assets (Rm) .... 305 432 572 724
Solvency ratio (%) .. 43,3 706 888 953

Underwritprofit(Rm. 10,8 21,3 11,6 (14,9)
Inv income (Rm) ..... 18,1 26,1 351 384
Pretax profit (Rm} ... 27,8 430 505 312
Earmngs (¢} ............ 187 312 387 331
Dwadends (c) 57 75 95 105

Nat worth (c} 1090 1629 2335 2896

The shori-term insurance industry may have
problems but in the case of Cusaf these have
not spread to shareholders, for whom 1990
was a vintage year. Since the FM reviewed
the 1989 annual report the share price has
bounded frem 1 700¢ to 2 450c. Adding in
the 103c dividend brings the total investment
return to a shade over 50% — far higher than
the 1988 return when, operationally, the in-
dustry was at the peak of its fortunes.

One reason for the rerating may stem
from expectations in the market that if there
is to be an Absa-style rationalisation of the
insurance sector, Cusaf — which has UBS as
one of its three major shareholders -—— would
be included. But management believes this
would not be the case and seggests other
reasons for the rerating: the shares are
tightly held; the group has produced consis-
tent growth in dividend and net worth; and
there is substantial value in Cusaf’s life
operation.

In fact, even when rationalisation pros-
pects are excluded, it would not be difficult
to justify the performance of the share, The
group has so far weathered current industry

D ]
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'Boymans maintains earnings

downyza:gg@rend

’ﬁand“‘ halts

. b lwarq .

SPECIALI'I‘Y clothmg and departmental
chain Boymans has halted its downward
trend by maintaining earnings in the year
{o end-February

The group, which ‘trades under John
Orr’s, Lev:sons Deans, Cyrils, John Scott
and Woolfsons mcreased its attributable
earnings by 32% to R2,5m for the year,
compared thh R2,4m for the 14 months to
. end-February 1990. There was a similar
mcgease in earnmgs to 23,5¢ (22,7¢) a share.

35.3
38,4

oc'(65_ D 2.7
. 214 e
e — B

‘ :3" *Figures for 14 months’
: endlng 28 Fabmary
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anﬁe.LEEEWHTDN Sowon BOYMANS

This was in splte of the econcmic down—
turn aggravated by:eonsumer boycotts and
_high interest rates, direetors said.
“>Financial dlrector John Connaway said
yesterday said the year had been particu-
larly pleasing for the company, which had
managed to come back after “bottoming

K]
1v.-u,},_,
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MARCTA KLEIN '

out” at the August 1990 interim stage “When
it reported a 38% drop in earnings to' ) 3c <
(15c) a share, i ‘

At year-end operating profits had’ m’* ¥
creased by 10,7% to R14,2m (R12,8m) on’a %
marginal 09% increase in turnover to’V
R180m (R188mmn). -

During the year Boymans embarked on’B
an asset reduction programme, Connaway
said stocks had eome down nicely.

Interest paid rose by 16,8% to R9,2m»
(R7,9m), bringing pre-tax profit up slightly
to Rém {E4,9m). Connaway said the inters.,
est bill was kept at a level lower than the
group had budgeted for.

Despite the fact that rationalisation was
costly, the balance sheet had been tidied up
with stock levels significantly reduced and
gearing contained.

Net profit for the year was up by 3,1% to
R2,5m after a small reduction in taxation.
Retained profit was R2,5m, compared with
R1,7m for the 14 months to end-February
1590.

Boymans did not declare a final d1v1- '.
dend.

Connaway said earnings were likely to
continue improving in financial 1992.

Boymans’s share closed yesterday at

' 1

“130c after reaching a yearly high of 145¢ in

August and a low of 120c in May 1990.

T
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From JOHN SPIRA

JOHANNESBURG. — Blue-
chip retailer Pick 'n Pay is
showing signs of staging a
comeback after initial market
reaction to the results for the
year to February took the
shares down from 2425¢ to
2150c¢.

The price has revived to 2350¢
— ostensibly on further consider-
ation of figures which showed a
mere five percent gain in earn-
ings a share in the wake of
(among other factors) a steep in- .
crease in shrinkage.

Because of Pick 'n Pay’s high-
profile investment status, much
comment has followed the results
— Some negative, but mostly pos-
itive.

Davis Borkum Hare analyst
Lindsay Lurie is among the opti-
mists, drawing attention to the
following bull points:

@ The company’s turnover is
expected to increase substantial-
ly in 1992 and 1993 because of in-
creasing consumption demand for
non-durables and semi-durables
as the trading down element
comes to the fore in a tight econ-
omy.

“Continued increases in private
consumption expenditure projec-
tions are based on the assump-
tions that the redistribution of in-
come is increasing, together with
a concommitant rise in the pur-
chasing power of the majority of
the population, ultimately due to
the increases in permanent remu-
neration in the long term.”

And Pick 'n Pay’s market
share should continue to increase

owing to ongeing expansions and
refurbishments in the trading
area, the franchising format
which is still being developed, the
company’s “superlative techno-
logical infrastructure” and the
extension of its consumer base.

® Profitability will increase
substantially owing to the inher-
ent operating efficiencies of EF-
TOS (Paynet).

“This system, which constitutes
the provision of a banking facili-
ty, provides the company with a
marketing advantage and encour-
ages consumer spending because
it makes finance more available,

“Ultimately, not only is it easi-
er for customers to make pur-
chases with the use of debit
cards, but this simultaneously
opens up a new customer base.

“This advanced technology ren-
ders Pick 'n Pay far more resil-
ient than its competitors in coun-
teracting any slump in profits
which may arise from solely
cash-based trade in particularly
tough tirmes.”

® Pick 'n Pay’s scanning tech-
nology helps to reduce shrinkage
by facilitating the identification
of its sources.

“It is obvious that Pick 'n Pay
is well ahead of its competitors
in curtailing shrinkage it is esti-
mated to be less than 0,5 percent
to the 1992 financial year-end.

“The sources of organised
crime in terms of backdoor
shrinkage have already been ar-
rested.”

® The analysis suggests that
the company’s operating efficien-
cy which will be necessary to

handle VAT is more than ade-
quate owing to Pick 'n Pay's ad-
vanced technology and in-house
training,

® The management of working
capital shows continued improve-

ment the stock turn of 13,4 times
is “very encouraging”.

® Return on capital employed
is averaging 27 percent.

One of the biggest drags on
profitability in the past financial
year was the slump in investment
income (unlisted ordinary and
preference shares, insurance con-
tracts and loan levy) from
R14,2 million to R6,4 million.

It was the tax-free proceeds
from insurance contracts that
failed to meet expectations.

The firm believes investment
income in the current year may
revert back to 1990 levels, be-
cause;

@ Management is considering
the sale of insurance contracts. If
sold, they would raise cash of be-
tween R56 million and R66 mil-
lion, which funds could earn at-
tractive rates of interest.

If the contracts are not sold,
investment income could well
improve, though this is subject to
the buoyancy or otherwise of the
stock market.

The firm recommends that the
shares be bought, though the re-
port was compiled when the
price stood at 2150c.

Yet the recommendation was
clearly based on a view covering
the next two years, in which
event the price difference should
not affect the conclusion to any
material extent.
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BACK to basics has been good for
| pational jewellery chain Sterns which
faced liquidation only 18 months ago.

The group, a household name for mueh of
its 100-year history, is liely to be around for
quite a w!:ilg-.lunger after a quick turnaround
in its forfunes:

The new oyners won control of Sterns with
a R12-million'sealed bid jn compesition with
Foschini ‘sabgidiary Ameriean Swiss. They
took over the, losing 72-store chain three
weeks after TrysiBank moved into the bran-
ches to secure R6,2-million advances.

The industry was sceptical about the pri-
vately owngd ,,Gondgold—Tanur eonsortium’s
confidence ithiat it would restore Sterns 1o
profitabilty. Losses were running at “horren-
dons” levels, staff morale was at rock-botiom
and stores were denuded of stock. .

But minaging director Maurice
Hartshorne, Who moved i with the new ows-
ers, says thé group gtarted its current year
this month With a clean glate and is back in
the black. ¥

Fallen

While the stores have been brought back to
profitable trading and staff has heen remoti-
vated, Steris has paid creditors every cent of
R4,5-million-owing at the time of the take-
over. All bad-debi and stock discrepancies
have been brought to account.

There afe two more branches than there
were at the takeover, five new stores will
open this year and-a refurbishment pro-
gramme is well under way.

" Staff pumbers have fallen through natural
. attritiongbut the salary bill has increased.
o ielieve we pay above the market
d,” says
i

Fatesibut productivity has increase
Mr Hartshorng. COR
<+ Ip’s been' a remarkable recovery for,a ré-
,,}gjlgl; of ggn;essential — not to say luxury —

3 e alh .
een under tight squeeze In ; ‘
M Rut there has been no magie recipe-ie

MAURCE HARTSHRNE: Aggressive markéting Piture TOM EDLEY

ines af atime when disposable incoinié has
iy

to profitable trade

QLo Cam|T) 2"‘.“‘“‘ .

By IANSMITH  °

success. Mr Hartshorne, a former Edgars
executive, says much of the credit must go to
the new owners' commitment to rebuilding
the group and to sound retailing. .
“Many people in the business believed they |

" had overpaid for Sterns. "There is no doubt

they hought little more than the name, loca-
tions — and lots of problems.

“Byt it would have been & sad day if Sterns
had been allowed to die.” 5

Sterns sold diamond engagement rings to
three generations of South Africans. At one
time it was credited with selling more en-
'gjgge;nent rings than all other retailers com-

ined.

Lunch

But financial problems came to & head
after control in the listed Sterns Diamond
Organisation was sold by the Barnett family,
which had owned it for 40 years, to a UK
company holding family interests of Solly
and Maurice Jacquesson.

Now Sterns is part of the Retail Jewellery
Group, which includes the up-market “Tahur
chain, Galaxie (Tvl) and Goodgold, which
sells jewellery door-to-door,

Sterns' losses were still high in the first six
month to March 1380, but the chain broke
even last year.

“For a eouple of months we traded profit-
ably,” says Mr Hartshone.

He says being part of the larger group has
brought some benefits. For instance, Sterns
has moved out of the extravagant Sterns
Centre in New Doornfontein and shares a
head office with sister eompanies in Commis-
sioner Street, Johanneshurg.

All the companies operate independently,
but the executives lunch together every day.

Sterns is returning to the aggressive mar-
keting which built ifs name.

“We were the first group to Jaunch a two-
year, no-deposit credit, scheme,” says Mr
Hartshorne. “It has gone well, but we keepa
tight control of the book.”




GOld mi 1l
already

By Mark Suszn "-Z{Lf‘l 9

The current crisis in the
gold mining industry is hav-
ing a severe effect on many
businesses and jobs in towns
that have grown dependent
on the industry.

And according to Roger
Lacey, senior economist at the
South African Chamber of Busi-
ness, the overall effect of the
moves could lead to reduced
growth even outside the min-
ing sector, with severe social
and political consequences.

After the decision to close
Gengold's Stilfontein mine two
weeks ago, many of the town’s
shops and small businesses
admit that they have been deep-
ly hit: no mine means no pur-
chases of food and supplies, and
no spending of miners’ wages in
the community.

But while Stilfontein is the
most graphic example, many
other mining towns are also
feeling the pinch.

Local businessmen involved
in traditional supply and sup-
port operations with the mines
are being forced to cut back
heavily, helping to pusk unem-
ployment up and consumer
spending down,

In Welkom, which has just
been hit with the news that
Anglo American intends re-
trenching a further 12 500 work-
ers on Free State Consolidated
mine, the situation is also bad.

Optimistic

According to Aubrey Nys-
chens, executive director of the
OFS Goldfields Chamber of
Commerce and Industry, some
businesses have already been
forced to rationalise or close
down as a result of the current
climate.

“In the short term there will
definitely be an adverse effect
on the economic activity of the
town,” he notes, although he is
optimistic that business wiil ul-
timately pick up again.

Similarly in Carletonville, the

ns

") o

eling pinch

local chamber of commerce
notes that the mining crisis has
already led to some non-mining
retrenchments,

“The small businessman is
suffering a lot and there is a

.general feeling of insecurity,”
~‘observes Annetjie Claasen,

president of the chamber.

In Klerksdorp, whose cham-
ber ineludes Stilfontein, the sit-
uation is even grimmer. Local
businessmen have begun to look
for ways of expanding out of de-
pendence on the gold industry
by increasing development in
areas such as agriculture and
industry.

“The ultimate objective is for
the town to wean itself from
the mines,” says Colin Hyman,
president of the West Vaal
Chamber of Business,

Nevertheless, in an area
where at least 80 percent of all
business is mine-related, and
mines contribute 62 percent to
the region’s gross domestic
product, Mr Hyman admits this
is a difficult task.

2
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as vehicle sa

FALLING new and used vehicle
sales prevented Durban-based
motor group Combined Motor
Holdings (CMH) from benefiting
from a substantial reduction in
interest paid in its past financial

ear.

CMH is a holding company for sub-
sidiaries which serve the major seg-
ments of the retail motor market,
namely new motor vehicles, used
vehicles, parts, workshop facilities and
finance and related insurance.

In the year to end-February earn-
ings dropped about 20% to R4,2m
(R5,3m) or 22c (28¢) a share.

However, the total dividend was
maintained at last year’s level. A final
dividend of 7c was paid, bringing the
total payout to 10,7¢, covered 2 times
2,8).

| MARC HASENFUSS |

The interest bill was cut to R2,5m
(R3,4m), while taxation came down to
R4,lm {R5,3m).

The extent of the contraction of the
vehicle market is evident in last year's
vehicle sales.

According to figures compiled by the
National Association of Automobile
Manufacturers of SA, vehicle sales
dropped 5% to 209603 units in 1990
compared with 221 242 units recorded
in 1989.

CMH's turnover remained virtuaily
static at R367m (R370m), but tightly
squeezed margins reduced operating
income a hefty 22% to Rllm (R14m).

In last year’s annual report, CMH
chairman Maldwyn Zimmerman fore-
cast an earnings growth in excess of

the inflation rate.

CMH's earnings were knocked down
15% to R5,3m (R6,3m) in this financial
period by a threefold increase in inter-
est paid.

Zimmerman remained confident,
expecting group turnover to approach
RS500m in the year ahead, and CMH to
return to an earnings level in line with
that achieved during 1989 and 1980.

This would be achieved by the full
year’s contribution from recent acqui-
sitions, the expected commissioning
during the third quarter of a large new
truck outlet in Westmead, Pinetown,
and the possibility of further acquisi-
tions, he said.

CMH shares remained untraded at
90¢ on Friday, hovering just above its
February low of 85¢. The share peaked
at 160c in May last year.
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By Amn croue? {4 . |

Althoug}f it is one of the smaller
contributors to group profit,
Cashbuild has long been one of
the strongest performers in the
Tradegro stable. For the six
months to end-December, Cash-
build réported a 23 percent hike
in earnings.

On the back of that perfor-
mance and possibly in the hope
‘of benefits to be derive ' from
the unbundling of Tradegro, the
share has surged to a record high
of 420c. This is well ahead of its
net asset value which at end-June
1990 was 127c a share.

What is probably much more
important to the share’s long-
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Tm g is the continuation
of the company’s excellent indus-
trial relations environment. This
will ensure that the benefits of
whatever strength there is in the
market place will not he whittied
away through low productivity,
shrinkage and strikes,

Latest indications from Cash-
build are that its pioneering in
dustrial relations efforts are cop-
tinuing to bear fruit,

Its recent annual salary nego-
tiations were concluded in less
than three hours. The lowest sala-
ry scale employees received in-
creases of 23,8 percent and the
highest salary scale employees
received 14,5 percent increases,
According to divisional human

are price on a high

resdurces manager Mr Andrew
Marambos: “More time was spent
discussing fringe benefit issues
such as housing loans, pension
fund, medical aid and share own-
ership schemes than actual
wages.”

According to Mr Marambos,

incentives continued to play a

major role in staff remuneration
packages.

“During financial '90 the av-
erage Cashbuild employee earned
an additional 48 months’ wages
in overtime and bonuses while
staff at our best store earned an
additional nine months’ wages.”

He adds that productivity im-
provement is a fundamental issue
in the bonus assessment.




A A AR A e e 1 LN R e i 1 . U [— e b e

IRV IR - . . '

JCCI outgoing president Jonny Frankel, left, addresses the organisation’s AGM
at the Wanderers Club in Johannesburg vesterday. Delagates to the meeting
included, from top: Rudi Franke); formerly of Tiger Oats; Sarlow Rand executive
chairman Warren Ciewlow and Transveal MEC for heslth services Fanie
Forreira, Mike Cato was appeinted the new JCCI president. Pictures: ROBEAT BOTHA
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PWYV deserves
a better de

sHaroN woob\ 30

JOHANNESBURG and the PWV re-
gion — backbone of the SA economy
Z should not be excluded from re-
gional industrial incentive pro-
grammes as they had been in the
past, outgoing Johannesburg Cham-
ber of Commerce and Industries
{JCCI) president Jonny ankel said
yesterday. G\ |4 4\~

A new industrial incentive package
was currently being negotiated and
the PWV again would not gualify for
any incentives for further investment
development, Frankel said at the
JCCI annual general meeting in Jo-
hannesburg yesterday.

But Johanneshurg deserved to
benefit even more from the imple-
mentation of those policies because
of its strategic importance and indis-
pensable position as SA's key gener-
ator of economic growth and jobs.

A new policy approach was needed.

Frankel said roral regional devel-
opment should not be ignored but
regional development should be for
the welfare of the people and concen-
trations of people, and not for the
welfare of places.

ZILLA EFRAT reports that Re-
gional Development Minister Amie
Venter said the national regional de-
velopment programme, now being
compiled, would be released in the
next few months.

- w—————
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SPECIALTY Stores, which con-
trols Milady’s, The Hub and off-
price groups Mr Price and Foot-
gear, ‘has continued its trend of
consistent growth in earnings over
the last five years.

In the year to end-February the
Durban-based retall group in-
creaséd its attributable income by
19% to R12,4m (R10,4m).

Joiit MDs Stewart Cohen and
Laurie Chiappini said yesterday
that “the group's strategic shift out
of departmental stores into spe-
cialtyr retail, targeting the fast
growing multiracial income mar-
ket, has proved to be the key to the
group's success”.

7 “I{3has helped us avoid the
depths of the recession that has
punished those tetail groups aim-
ing at the top end of the market.”
Turnover for the year increased by
33% to R245,9m (R185,4m), and op-
eraling income was 24% up at
R27,7m (R22,4m). Operating mar-
gins were 113%, and the group
was “confidently looking at
growfh in excess of 15%” for pre-

[ MARCIA KLEIN

dominantly credit divisions Mil-
day's and The Hub. Cohen said the
group would be exploiting the pro-
fit potential of the credit oper-
ations in the future.

Continued high interest rates
and higher borrowings to fund the
group’s debtors base resulted in
the interest bill rising to R53m
(R2,7m). However, Cohen said that
borrowings last year were lower
than they would be traditionally as
the group had the use of the pro-
ceeds from its R16m rights issue.

“Although the interest bill was
greater than a year age in absolute
terms, it is comfortably covered
52 times.” Gearing rose to 44%
from 36%. While pre-tax income
rose by 14% to R22,4m {R19,7m), a
lower tax rate arising from the
group’s export activities saw earn-
ings rise by 19% to 75,1c {63,2¢) a
share based on the number of
shares in issue. On a weighted
average basis, earnings increased
by 7% to 75,1c (70,3¢) a share.

- g

Specialty. Stores
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Graphe LEE EMERTON Source SPECLALITY STORES

A final dividend of 18c (16,5¢)
was declared, bringing the full
year dividend up by 10% to 275¢
{25c) a share. Return on invest-
ment fell from 31,7% to 29,9%.

Despite a tough year, the MDs
were pleased with the bottom line
improvement. They said that over
the last five years Specialty had
shown a 25% compound growth in
sales and a 41% compound growth
in attributable income. “From a
shareholders’ point of view, not-
withstanding the rights issue in

ss for Sp,elty.,_-

1990, t! pound five year
growth in earnings a share has
been 28,6% and dividends 25%".

Cohen said the group’s perform-
ance had been inhibited by a
planned strategy to cut back on
credit arising from the lengthen-
ing of payment terms.

Speciality’s largest division Mi-
lady’s increased its profits by 14%
on a 21% increase in sales.

The Hub, a seven store chain in
Natal contributing 40% to Special-
ty’s sales, had an excellent year.
The group’s ofi-price specialty
cash stores Mr Price and Foot-
gear, which were “low rental no
frills and no credit shops”, in-
creased their contribution to
group profits “and helped better
balance Specialty’s eredit/cash
business”.

Mr Price, which has 19 stores,
improved its performance signifi-
cantly. A further 12 stores will
open this year and 50 are expected
within the 1994 financial year.
About five new Footgear stores
will be opened this year.
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RRETAIL giant Pepkor's results for
i the year to end-February show that

; ;10w-income retailing has weathered
a-thé'storm of the economic downturn,

. w Pepk
* s*wWhich recently

. .»inine stores and

., Pepkor, parent of Pep — inciuding
«.Pep Stores, Ackermans and Shoprite
~-_ has increased its attributable
vséarnings by 17% to R79,4mi (R67.8m)

in financial 1991, with sales rising by
-32% to R1,96bn (R1,48bn).
or,

acquired Smart
-plentre from
;‘Tradegro, Met-
wi'e’s Frasers

»vHicor’s Hartieg
mstores, in-
creased its op- -
-erating profit
hy 25% to
B168,1m
(R134,7m). Pre-
fax profit was
23% higher at @ WIESE
TH1534m (R120,lm) after finance
“charges increased marginally to
mﬁl‘l,?m (R14.6m).

<3However, attributable profit was
~affected by a 51% increase in tax to

" n864,4m (R42,7m). A final dividend of

+.180¢ (131c)-a-share brapght the full

1 2bJelql.

Mushroom in
ers

LT 6
weath

'
&

|

year dividend up by 15% to 212¢
(185¢c) a share covered 3,2 times,

Interest-bearing debt rose by 433%
to R69,9m (R13,Lm) due to a substan-
tial increase in Pepkor's interest in
Pep and the acquisition of Grand Su-
permarkets. The group had cash re-
sources of about R200m.

Chairman Christo Wiese said yes-
terday growth “stemmed from an
outstanding performance by Pep Li-
mited’s divisions — Pep Stores, Ack-
ermans and the nine manufacturing
units.”

However, Shoprite failed to
achieve growth in operating profit —
which declined by 3% to RI26m
(R13,0m) despite a 55% increase in
turnover to R732,1m (R471,4m).

Earnings were affected by “con-
tinuing high stock losses, lower than
expected results from the recently
acquired Grand Supermarket chain
and some non-recurring costs associ-
ated with it”, Shoprite MD Whitey
Basson said.

Shoprite’s earnings declined mar-
" ginally to 27,2¢ (27,5¢) a share. The

dividend for the year was 13% up at

13,5¢ (12¢) a share covered two times

{2,3 times).

[ MARCIA KLEIN

v

g Pepkor
“downturn

Pepkor’s major operating com-
pany Pep, which contributes 90% of
the group’s operating profits, in-
creased its earnings at the bottom
line by 11% to R88,5m (R79,4m).

Despite a decreased interest hill of
R4,1m (R4,4m), a 60% increase in tax
to R60,4m (R37,7m) affected Pep’s
24% rise in turnover to R12bn
(R988,0m) and 26% increase in oper-
ating profit to R151,1m (R120,2m). A .
final dividend of 48c (42¢) was de-
clared, bringing the full year divi-
dend up by 15% to 78c (68¢).

Pepkor’s R31m acquisition of Tra-
degro’s 47% interest in Smart Centre
saw Pepkor enter a new rapidly
growing market. Pepkor Swhich has
increased its shareholding to 55,1%
after an offer to.minorities, "would
make a significant input to help it
grow at a rapid rate, Pepkor MD
Arnold Loow said, )

In terms of financial- 1992, the con-
version of debentures and preference
shares would affect earnings, but
growth in profits and earnings a
share was expected.

Pepgro, which derives its income
from dividends on its 57,5% interest
in Pepkor, announced an 8% in-
crease in atfributable earnings to
372,3c (315,3c) a share and declared a
final dividend of 86,5¢c a share,

Y




Pepkor’s.cash pile

‘expected-tosgroy
S Mecallylq)

! ByAnhCrotty
I . T

'I‘péspiéaé,' a disappoiﬁtin‘g'

performance from Sho-
" prite and a hike in:the
group ‘tax rate, Pepkor
managed to turn in a ster--
ling 17 percent hike in
earnings to 678,6c (579,8¢)
a share in the 12 months
to February.
The dividend for the full
year is 212c (185c) a share.

Management -

For :the current finan-
‘clal year management is
“striving to achieve its ob-
| Jjective of providing share-
_ holders with real profit
1 and dividend growth”. -
| | At énd-February the
- group had cash of around
R200 million. Strong cash
_flow seems certain to see

-.this figiire rise by the.end

of the current financial
year, despite recent acqui-
sitions, .
. The share price has
moved up strongly in re-
cent trading.’ At its cur-
rent R7 it is, on dn his-
toric,P/E rating of nine
‘times. ., - ‘

. ¢The. p"i;"'ospé'é’_'t,'s of veal .
Profit and dividend

' 544

growth, combined with a
cash-flush ‘balance sheet,
suggests ‘there. is' further
seope for price advance. -

Pepkor’s performance

* was boosted by strong

showings from Pep Lim-
ited. Group turnover was
R1,957 billion
(R1,481 billion) and operat-
ing profit rose 25 percent
to ' R168 million
(R134,7 million). =~ -
The slight reduction In
margins -~ down from .
nine percent to 8,6 per-
-cent - reflects the im-
pact of the weakness at
Shoprite, i
Finance charges were
virtually unchanged at
R14,7 million (R14,6 mil-
ion), 4 "

Increase

A pre-tax profit in-
crease of 28 percent was
held to a post-tax increase
of 15 percent.

The tax rate rose to 42
percent from 35,6 percent
because tax losses were
used up, ‘ !
" Edrnings before ex-
traordinary items were:up
17 percent to R79,3million

“ .

(R67,8 rnition),




3 Randf ontem

faces boycott

Randfonteln is: the ‘latest’ West
. Rénd ‘town to’ fall vietim to"a-
consumer :boycott launched in
 Krugersdorp last week.
," ;Residents of. Mohlakeng ‘and
“Togkomsrs yesterday resolved
"to boycott ‘businesses in Rand-
fontein from- tomorrow
The'Star" was" told-that’ both
boycotts. .were: sparkpd by, the
two Conservatlve fown councils’.
refusal /to ‘give. perm:ssion for
mareligs on March 6 to.demand
the: release of .political, {)rison-
.ers,” democratically 1,e ected
| local government, upgr 4ding. of
services and prow 10:‘1 o, Iand
| for the homeless. M
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SQUARING UP FOR BATTLE ©=

When government instructed the Industrial
Development Corp (IDC) earlier this year to
“concentrate on assisting medium-sized and
smaller enterprise,” the message was loud
and clear for the Small Business Develop-
ment Corp — a turf war was about to begin.

Even.though the announcement stressed
that the IDC would limit itself to projects
that *“fall between the large groups and those
served by the SBDC,” the SBDC had no
doubt that its territory wouid soon be en-
croached upon.

At the time, SBDC MD Ben Vosloo ad-
mitted there could be some overlapping be-
tween the two bodies (Business February
15), but SBDC officials are saying little
about the situation now. Make no mistake,
however, the battle lines are being drawn.

IDC GM, industrial finance, Jan de Bruyn
denies that any overlapping will occur. But
he confirms that the IDC — whose tradition-
al role is to fund large-scale industrial pro-
jects — will consider any applications re-
ceived from small industrizlists, without
necessarily referring them to the SBDC.

Forming the background to the conflict is
8A’s worsening unemployment problem and
low economic growth, as well as the impact
that crime, unrest and political pressures are
having on foreign investor confidence.

The SBDC is regarded as being the most
successful government organisation at creat-
ing jobs at the lowest cost. But the SBDC
says it’s starved of funds, while the IDC sits
with billions in unrealised assets. In the
March Budget, the SBDC received a R75m
handout from government, far less than it
believes it needs. The Development Bank of
Southern Africa on the other hand, which
mainly funds rural infrastructure projects,
will receive R1bn over the next two years
from the sale of IDC assets.

Understandably, the SBDC feels that it is
being sidelined. This could be because it has
less clout and a lower political profile, the
result of its less spectacular déevelopment
work.

The announcement in February sharply
outlined the threat to the SBDC, In a state-
ment, the late Minister of Economic Co-
ordination Wim de Villiers and then-outgo-
ing Trade & Industry Minister Kent Durr
told the IDC to “expand its role as a finan-
cier of industrial enterprises and to mobilise
its full financial resources to this end.” They
added that “this development task will re:
quire an increasing commitment by the JDC

because this category of enterprise (medium--

sized and smailer) can make a significant
contribution to generating employment.”
But the IDC seems unprepared for this
larger role. It mainly consists of a head office
staff that focuses on large investment proj-

ects and funding. The SBDC, on the other
hand, has developed a countrywide network
to serve its thousands of clients and has
hands-on experience in providing follow-up
and training services.

De Villiers and Durr estimated that the
IDC “should be able to mobilise R10bn over
the next six years for investment in indus-
try,” and that this could lead to “a total
investment of R30bn in the industrial sec-
tor.”

But giving the IDC carte blanche to ex-
pand into assisting smaller enterprises (uti-
lising its massive funding) could push the
SBDC out of its most profitable area. The
SBDC’s viability depends on its funding of
formal business enterprises, which allows it
to finance the high-risk informal sector.

The SBDC fears that by allowing the IDC
to move on to its terrain, it could be left with
only the unprofitable informal sector. So the
SBDC argues that it, too, should receive a
huge funding boost from the IDC.

But, says the IDC's De Bruyn, it is not for
the IDC to determine whether it should fund
the SBDC — that is government’s decision.

With the focus on the IDC and the Rlbn
grant to the Development Bank, it appears
that what is at stake is a choice between
targeting development fipancing on maxi-
mising job creation and economic growth at
the grassroots level, or on huge industriai
and infrastructure projects.

The first option — the SBDC’s speciality
— is less sexy, but appears to create more
jobs less expensively. The second option ab-
sorbs mammoth capital resources but may
render a meagre crop of new jobs.

For example, over the last 10 years, the
SBDC lent R1bn and says it created about
280 000 jobs at a cost to the corporation of
R3 600 per job. By contrast, the IDC, in its
1990 financial year afone, approved a record

amount of R660m for industrial financing,
creating only around 9 400 jobs at a cost of
R70 000 per job. |

¥ 2\ g
AIR TICKET DISCOUNTI

STILL GROUNDED

When Nedtravel and Travelink joinedforces
this year to launch SA’s first discount inter-
national air ticket agency — Just the Ticket
— they invited the travel industry to a kick-
off lunch to celebrate what they hoped would
be the advent of a new era.

Nedtravel MD Gordon Young and Just
the Ticket MD Bob Williams asked the air-
lines to sell them spare capacity at cost. They
could then sell tickets to the public at a large
discount. The timing seemed perfect. Faced
with an unprecedented slump in air travel
due to the Gulf War, it seemed the airlines
could only benefit from giving travel-starved
South Africans cheaper tickets through the
services of a consolidator such as Just the
Ticket. But the hosts were in for a shock. The
airlines asked Just the Ticket personnel to
leave the room; they then debated the pro-
posal behind closed doors and rejected it.

Nevertheless, Just the Ticket went ahead,
offering the public discounts on overseas
fares to about 40 destinations (Business
March 1). SA Airways and British Airways
announced their own discounts and the trav-
el agents feared that the price-cutting could
put them out of business. '

Two months later, however, Just the Tick-
et has still not been able to convince the
airlines to turn over their unsold tickets at
bulk discount rates. Williams has sold his
shares and will leave the fledgling operation
at the end of the month to run two other
trave] businesses. But he denies that Just the
Ticket is in trouble. “Just the Ticket has
exceeded expectations. We have met our
budget for the past six weeks and the amount
of phone calls we receive — some 750 a day
— indicates that there is a big market for
discount tickets.” : ]

New MD Kevin Rawnsley says the inten-
tion is stiil to establish 2 consolidation service
for airlines to dispose of excess tickets. “At
present, we operate on narrow profit mar-
gins. We pass on some of our 9% commission
from the airlines to the customer, and we
have special (consolidation) deals with a few
airlines. But the true potential of a discount
operation depends on the co-operation of a
broad spectrum of airlines that allow us to
sell at discount rates.”

Just the Ticket is known to be buying in
bulk from at least two of the smaller airlines,
Alitalia and TAP, but the larger airlines —

M
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New warehouse liftsXafelberg earnings

CAPE-hased furniture retailer Tafelber; 3
has reversed its downward trend in finan- MARCIA XLEIN l
cial 1990 by showing a 74% growth i@Earnings increased similarly to 7,53¢

earnings for the year to end-February. 7.01¢) a share and the dividend was main-
Chairman Eugene Theron said yeste tained at 3,5c a share.

day that Tafelberg was reaping the bene-  ~  Theron said Tafelberg, with its bigger

fits of its new warehouse, reflected in ag~ warehousing and floor areas, was ready

33,3% rise in turnover to R41,5m (R31,2m).”y: for any upswing in economic activity.
Operating profit grew by 8,4% to R22m7T;  However, he was not expecting an up-

(R2,1m) as a result of amortising the cost oy swing in this financial year, and felt eam-

of increased sales areas, Theron said. ings in financial 1992 would “at least be in
A 41% increase in interest to R491 000 ¢ line with those of financial 1991”,

(R348 000) saw pre-tax profit increase by & Tafelberg recently terminated negotia-

1,8% to R1,8m (R1,7m). - tions which had been taking place since
A lower tax rate resulted in attributable Q January. Theron would not comment yes-

profit being 7,4% up at R932 000 (R868 000).  terday on the negotiations.



Retailers’ credif.
policies to be ™

-DURABLE and semi-dura-
-bl; retailers selling credit
infurance policies outside
jthe, legal provisions of the
‘Insurance Act have come
urider the ‘watchful eye of
Registrariof Insurance Piet
‘Badenhorst.

‘Sources said the authori-
-fies were getting ready to
fstéa,mp out the practice.

- 'Badenhorst recently is-
'sued a circular to short-

_term insurance companies

expressing his concern over
certain malpractices in the
collection of credit insur-
ance premiums.

"Credit or hire purchase
insurance premiums col-
lected by many retailers as
agents on behalf of insur-
ance companies have ap-
parently exceeded the lim-
its laid out in legislation,

Also, a number had been
-receiving commissions be-
yond the Iimits.

yBadenhorst sdid ‘thatthé "
JFingncial Institutions
Office ,(FI10}, .had. already . .

taised, the issue with the
variolis short-term insur-

Poredet a o Ee gttt

SEAN VAN ZYL

ance companies involved.
The matter would be taken
even further at the end of
this month when Baden-
horst met the Furniture
Traders’ Association,

“1f retail concerns are
going to continue operating
these schemes, and acting
as agents, they will have to
comply with the terms of
the Insurance Act.”

Exclude

The FIO circular listed a
number of the malpractices
which have been brought to
its attention, including: the
writing of contracts by re-
tailers, not officially recog-
nised as insurance policies,
in the name of registered
insurance companies; pre-
miums determined without
proper bearing on the risk;
and high administration

-costsdédiiCted asa per=Ty

centage of the premiym.
A number of these con-

tracts also exclude the buy-

er of goods, that is the poli-

cy holder, from any
benefits of a claim in the
event of a loss, but not the
geller. .

While insurance com-
panies and the major retail
chains have heard of such
incidences, they all main-
tained that their insurance
dealings were completely
in compliance with the In-
surance Act..

Retail furniture and ap-
pliances group Ellerine’s
chairman Erie Ellerine
said that credit insurance
was purely optional for
purchasers applying for
credit. He added that his
company acted purely as
an agent and that the full
premium, minus commis-
sion and expenses, were
passed on to the underwrit-
ing insurance company. 1

However, he was not pre-
pared to disclose the
amount of commissicn or
administrative deductions.

——repymlty
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promising
small black businesses
fall by the wayside be-
cause they cannaot af-
ford to move from the
home or the backyard
to commercial offices
or industrial space.
The prospect of paying
for fittings and equip-
ment, Tong leases and of
having staff there to hand-
le inquiries while the en-
treprenteur  visits  cust-
omers, often proves oo
dovnting for the budding
small business sector.
These problems came

[lkiscr gl
SosablwtiLe
One of ihe members
of the |kageng
Womens' Club, Mrs

rla r.alsoalo. at her
1 unit.

By JOSHUA
RABOROKO

to the attention of many
sympathisers of the small
businessmen  when  the
high level of unemploy-
ment and the crippling
economic  circumstances
in the South African black
community took their toll.

An urgent need anose
to speed up the advance-
ment of small manufac-
turets and an innovative
and creative solution was
required. The one that
was amived at was the
otie started by the Small
Business  Development
Corporation, through its
“hive of industry.”

Concept
The hive concept has
been duplicated through-
out the county and is
seen as one of SBDC's
most successful industrial
initiatives.

To date there are 23

H such hives throughout the

country.

One such hive is the
one that the SBDC hes
temposarily structured in
the Central Business dis-
trict of Johannesburg to
the wne of sbout R10-
million.

It 15 expected to house
more than 250 small en-

'A% treprencurs from the
?

‘Witwatersrand.

The Sowetan Business
visited the new *‘hive™
and found 80 small entre-
preneurs who manufac-
ture and do an agsoriment

of jobs, including weld-
ing, fashion desipning;
car repairs and rebuliding
old cars; clothing: elec-
tronics: upholstery; flo-
rists; cupboards  and
Kkitchen units.

This unique hive, un-
like others, will have a
shopping mall where the
small business will dis-
play, as well as sell, their
products and make con-
tact with customers.

The “‘hive’* concept
works not only because
small manufaciueers can
rent their premises at low
rentals, but also because
they share communal
facilities such as welding
machines,  mechanised
saws and other carpentry
equipment at relatively
fow cost,

“The beauty of the
concept is that we can re-
cycle disused factory
buildings, old show-
rooms, railway sheds, and
even old jail buildings
and it a large numbers of
small contractors into in-
dividual *‘hives'’ at &
very reasonable cost,’’ ac-

A1 r .
ABOVE: Executive members
thelr newly-openod Mofolo o
Mr David Hiatshwayo and Mr Peggy Senne.
the Taverner's logistical statf.

cording to the ger of
financing and support ser-
vices, Mr Terty
Mclaughlin

One such example is
that of the six members of
Mmasakhane Womien's
Club who started their
businesses in the
townships,

As a result of the prob-
lems they encountered at
their homes, they decided
10 1ent a site Jointly at the
new city “‘hive’’.

A i e 4
of the Natfonal Taverners Assoclation sta

0
nding

at the door of

ffices In Soweto. They are Mr Qupa Motloung, Ray Molllson,
Below: Mr Ray Molllson celebrates with some of

PIC: MBUZENI ZULU
|
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RANDFONTEIN is
the latest West Rand
town to fall victim to
a consumer boycott.

Residents of

Mohlakeng and
Toekomsrus townships
yesterday resolved to
boycott businesses in
Randfontein from tomor-
row. )
" The Randfentein
boycott was delayed a
week while township resi-
dents discussed tactics,
according to Thami
Luphoko, ANC PWYV
regional organiser and ex-
ecutive member of the
ANC's Mohlakeng
branch,

The Krugerdorp -
started last week - and
Randfeontein boycotts
were sparked by the two
Congervative town coun-
cils’ refusal "to give-
permission for marches

0YC

on March 6 this year to
demand the release of
political prisoners, demo-
cratically elected local
government, upgrading of
services and provision of
land for the homeless, and
the opening of amenities
for all races.

Letter

Chairman of the local
branch of the ANC,
Uhuru Moilea, showed
reporters a letter from the
West Rand Chamber of
Commerce inviting them
to discuss the boycott and
*‘explore the possibility
of establishing & more
permanent channel of
communication’ between
the two parties.

Marshall Fourie, the
Chamber’s president-
designate, confirmed he
wrote the letter.

-~ Moiloa said the

Krugersdorp boycott was

OSL 26411 -

succesful, adding that {2
traders and residents were | 5§
not buying from white |[;

businesses.

Because of the discus- |
sions going on between |;
the West Rand Chamber

of Commerce and both
the Krugersdorp Town
Council and the ANC,

Fourie said he could not |:
comment on the boycott |-

“‘at this stage’’. - Sowetan
Correspondent.
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Black boycottf "

hurtmg

- By Abel Mushi

Krugersdorp traders

have been hit hard, by the .

black consumer boycott

accordmg to those 1nter-
“ ’vxewed by Jhe Star 1

raders

C g N

were buying.: ..
“Our sales have gone

down by about 40 per-

cent.” - Ho

. .The anagér of ‘the

~Fruit ‘Bowl store in

Lo yKruger Street; ME

N ‘”’Whlle S0me busméss-p (Jonker,;had :a d:fferentl

men’said the effect was

~minimal, most. said their . -

turnovcr had "’ been ;

. slashed by up fo half,

. " “H's a very bad set-up,
and nobody can truly say
they haven't been affect-
ed,” said an Indian trad

er; WhO owns a’shoe .

store i i
"Loss -

: “Blacks are not buy-
mg The few .who do- buy
put their‘new shoes on
before they leave,”
Thehmanager of a li-
quor ‘store said: “We
have exper1enced a
"40 percent loss in turn-
over. S
i The owner of a cafe
i m Kruger ‘Street said;
" “This is’a:small business
and the boycott has af-
fected "us just a little.”

salés had dropped by
2% percent
Although fewer
blacks are actually com-
'mg ‘to.buy; a lot send
others .to-buy for them,”

gooderere concealed on
| the way home to. avmd
. harassment. .

The’ manager of a Spar
supermarket in' the town
"said only a few blacks

-An employee at a. con-_

fectlonery :store. ‘Faid:

' story to tell,’

:Popularly known to
l_aer customers as
“Ouma”, Mrs Jonker told
-The Star: “It is obvious
that, as a shopkeeper, I'd,
love to see more custom-
ers in the shop. But if it
means being forced to
eat.a raw chicken as
soon as they arrive in the
townships, I advise them
not to buy,

“I have lots of black
.cusfomers and we get

.along so well yow'd say

they were my children,
“They .tell me they
can’t afford exorbitant
township ‘prices, but be-
cause I know they are
going to get killed if they

-take anything .home; I
tell them not to take
' chances until everything

is normal,” ‘ -

- March

* The Star was told that
the boycott-was sparked
by the Conservative

-Party town council’s re-
‘fusal to grant permission

- +for.a march on Mareh 6
sherald ‘adding, that the -.

to demand the release of
political prisoners, dem--

.+ ocratically elected -local

. §overnment, upgradlng
+ Of :services,  provision of

land for homeless, and

opening of amenities,

——————————



| 'FOOD- glant Preémier Group is to acquire
Score Food Holdings in addition to Trade-
dro subsidiary Metro in deals estimated to
have a value of about R300m.

The transactions will see the merging of
the businesses of Metro and Score Food
Holdings.

The Metro acquisition — estimated by
analysts to be at 300c a share — will be
followed by Metro undertaking a rights
offer underwritten by Premier for more

'| ‘than R100m. : X

in an announcement today Premier, the
Score Food group; the Tradegro group and
Metro say that agreement in principle has
been reached for Premier to acquire 70%
of Tradegro’s 36% shareholding in Metro.
Tt will ‘éxténd an offer to acquire 70% of
each miriority shareholder’s holding.

This would leave Premier with an effec-
tive 50% to 60% holding in Metro.

Cash and carry group Metro’s rights
offet — estimated at over R100m — will be
| undertaken i order to reduce its debt.

Metro’s initerest-bearing debt increased by
45% to R124,6m (R86m) in the 26 weeks to
end-Deteiriber, contributing to the group
falling into the red. It reported an attribut-
abile loss.of R342 000 (earnings of R15,5m)
ona 23,5% increase in turnover to R2,14bn
(R1,73bn). »
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MARCIA KLEIN

Following the completion of the rights
offer, the entire issued share capital in
Score Foods —-15,1-million shares — wilt
be exchanged for shares to be issued in
Metro, thereby merging the businesses of
Metro and Score. All transactions are sub-
ject to the conclusion of formal agreement.

Premier CE Peter Wrighton said yester-
' ] To Page 2
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JOHANNESBURG; - Food giant Pre-
mier Group is to acquire Score Food
Holdings in addition to Tradegro sub-
sidiary Metro''in jdeals estimated to
have a value of about R300m.

The transactions will see the merg-
ing. of the 'hiisinésses of Metro and
Score Food Hdldings.

The Metro acquisition — estimated
by analysts:to be at 300c a share — will
be followed by Metro undertaking a
rights offer underwritten by Fremier

. for more than R160m.

, .In an announcement today Premier,
the Score Food group, the Tradegro

! group'and Metro say that agreement in

principle has been reached for Pre-
mier to acquire 70% of Tradegro’s 36%
shareholding in Metro. It will extend

ah offer to acquire 709 of each minor-
ity shareholder’s holding.
| “This would leave Premier with an

effective 50% to 60% holding in Metro.
‘. Cash and carry group Metro’s rights

- offer — estimated at over R160m —

will be undertaken in order to reduce
its debt. Metro’s interest-bearing debt
increased hy 45% to R124,6m (R86m) in
the 26 weeks to end-December, con-
tributing, to the group falling into -the
red. It reported an attributable foss of
R342 000 (earnings of R155m) on a

v g B R Ty Ty T

‘ I];lﬁi -7,4 pf ‘Z
Metro in

23,5% increase in turnover to R2,14bn

(R1,73bn).

Following the completion of the
rights offer, the entire issued share
capital in Score Foods — 15,1-million
shares — will be exchanged for shares
to be issued in Metro, thereby merging
the businesses of Metro and Score. All
transactions are subject to the conclu-
sion of formal agreement.

Premier CE Peter Wrighton said yes-
terday the reason for the acquisition
was that Premier believed that effec-
tive distribution to smaller customers
was important. Premier was “also ex-
pecting an increase in social spending
which would benefit the Metro and

Trador markets”. Trador is the core
cash and carry business of Score

4

Foods.

The deal had heen planned 10 years
ago, when many major players were
becoming inveived in distribution,
Wrighton said. .

Premier already has an existing
stake in Score Foods, whose core busi-

N T LR ] o T ot ey B, ot
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ness Trador-his about 34 stores.

.Seore Food’s annual report for finan-
cial 1990 shows that Premier had an
effective 20,27% holding in Score
Food, a 23,79% holding in its holding
company Score-Clicks, and a 25% hold-
ing in Score-Clicks’s holding company
Score Discount Food Holdings. Pre-
mier's holding has presnmably in-
creased since then.

Last year Pepkor subsidiary Shoprite
acquired 27 Grand Supermarkets from
Score for R49,4m, leaving the group
with wholesate grocery chain Trador,
as well as Score discount foods stores.

Score Food MD Carles Dos Santos
said yesterday that the deal would see
Score Food taking control of the retail
interests, including Metro’s Fairways
stores and Score discount food stores.
Turnover for the retail interests would
be about R750m to R80Om.

He said that control of the retail and
wholesale interests of Score Food and
Metro would be held by Score-Clicks
and the Premier Group.
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February, in which earnings fell by 47,6%:::
highlight the retail-listed group’s need for
fresh direction. A e

i @ L E
. Score, which recorded earnings-of 52,2¢/%

(99,6c)\a; share for the year, retails and
wholesales groceries and other products. It
has passed its final dividend (27c a share)
payment, bringing its full year dividend to
13c a share, 67,5% down:on-the 4;0;&;t ‘share
declared in financial 1990. . :
‘The'group annouriced yesterday the Pre-
mier group would acquire Score Foods and
Tradegro subsidiary. Metro. Their- busi-
nesses'would be merged via the exchange
of the entire issued;share capital of Score
for sharés to be issued in Métro. ~ .. -

merged Score and Metro businesses.

b

~eXperienced by the group”

""" Score’s turnover for the year decreased
marginally to R1,35bn (R1,36bm). Although

MD Carlos.Dos Santos will'be MD of the - “redching" proportions “never previously

- Bloreboon i

Dos Santos said yesterday the results
were “a clear reflection of the country’s
socio-political climate, which kept the eco-
nomy depressed and led to ongoing con-
sumer boycotts, general unrest and rising
levels-of unemployment and crime”. The
high cost of funding operations also eroded

-earnings.

turnover on continuing operations in-
creased.by 13% to R1,2bn, operating in-
come dropped by 31,8% to R225m
‘-{R33;1m).z‘,Dos Santos said shrinkage had
increased by about-50%-in the second half,
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Own Correspondent

uOﬂPZZHmWGNQ. — SCORE
Food’s results for the year to end-
February, in which earnings fell
by 47,6%, highlight the retail-list-
M.& group’s need for fresh direc-
ion.

* geore, which recorded earnings of
52,2¢ (99,6¢) a share for the yeat, ré-
. tails and wholesales groceries and
, other products. It has passed its final
* dividend (27c a ghare) payment, bring-
ing its full year dividend to 13c a
share, 67,5% down on the 40c¢ a share
declared in financial 1990.

The group announced yesterday
that Premier group would acquire
Score Foods and Tradegro subsidiary
Metro. ‘Their businesses will be
merged via the exhcnage of the entire
issued share capital of Score for

shares io be issued in Metro.

MD Carlos Dos Santos will be MD of
the merged Score and Metro busi-
nesses.

Dos Santos said yesterday that the
results reflected the current soCio-po-
litical climate and soaring shrinkage
in the second half.

Results were “a clear reflection of
the country's socio-political climate,

which kept the economy depressed
and led to ongoing consumer boycotts,
generat unrest, rising levels of unem-
ployment and crime”. The high cost of
funding operations also eroded earn-
ings.

Seore’s turnover for the year de-
ereased marginally to R1,35bn
(R1,36bn). Although turnover on con-
{inuing operations increased by 13%
to R1,2bn, operating income dropped
by 31,8% to R22,5m {R33,1m). Dos San-
tos said that shrinkage had increased
by about 50% in the second half,
wreaching proportions never pre-
viously experienced by the group”.

The interest bill doubled to R14,1m
(R7.6m), due to higher borrowings.
However, Dos Santos said debt had
been reduced by R25m since the inter-
im stage.

A tax gain of Ré4 000 (R10,1m paid)
due to tax losses available for offset in

a subsidiary resulted in profit after
tax decreasing from R15,4m to R8,5m.
Net attributable profit was down by
46,3% to R7.9m (R14,7Tm).

The loss on discontinued Score op-
erations, the disposal of Grand Super-
markets, goodwill written off and
other rationalisation costs resulted in
an extraordinary jtem of R254m.

PDos Santos said Score’s rationalisa-
tion programme, which included the
disposal of loss-making retail chain
Grand Supermarkets to Pepkor sub-
sidiary Shoprite and the closing of a
number of Score stores, was virtually
complete. The benefits of focusing on
the core business — cash and carry
wholesale chain rrador — would be
felt in the coming year.

He said the dividend would be re-
stored and results would be improved

difficult.

In terms of the new deal with pre-
mier and Metro, Dos Santos said the
entire group would be nmmnmna.ma
through Meiro’s rights offer, which
has heen estimated at over R100m.

The retail side of the operation —
score discount food stores — had been
totally cleaned out, he said, which
«hodes well for the future”.

Despite excellent results from
Clicks Stores, which increased its
earnings by o959 to 102,3c a share,
Score—Clicks Holdings reported a

+13% drop in earnings 1o 26¢ (29,8¢) a
share. '

Qeore-Clicks increased its turnover
by 6,6% to R1,9bn (R1,8bn). Turnover
for continuing operations increased
by 17.5% to R1,8bn following the clo-
sure of some Score stores and the dis-
‘posal of Grand Supermarkets last
year. A final dividend of 5,5¢c a share
was declared, giving a total of 9,5¢
(12,2c¢) a share for the year.

Ultimate holding company Hi-Score
‘declared a final dividend of 10,3c
(15,2¢) a share, bringing the full year
dividend to 17,3c (22,2¢) a share. At-
tributable profit was down by 12,8% to
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‘despite the trading climate remaining

R9,8m (R11,3m).
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Jvakerleswchargmg up
‘té Rl 65 Jf()lﬂj)ro‘licfn

bou helieffects ;on
all towns wrth lnmted

; taqdard“'Rl 20, for

,1te bread’i'Cafes with
keries. charge RI,30
#or: all ' brown, mcludmg
t%’f”"ﬁolewheata and ; 1,40
“for white: i*; : A

;. Sinee price contro"]

Sfdwe varied. A surveyin

dltarging'R1,50 fok. a-
“wrhite' loaf"but this has.
niw- settled down .and'a
__ﬂlrdstlck sa:d the

far north: were”’chargmg

" 'Consumer’.Couneil said

Was scrapped. prices’ R
' rthal; in the end, especial-
fMarch found'some ncafes ‘

¢, Star ‘Vgreemgmg
" Buf, ausrepprts‘ ‘the’ price
oi brh /gi' 5the‘ town,"-

l‘\

?@town sold
304 for wh_nte

-.-' A spokesmanf for the

since the scrapping of

price control it had ap-

pealed to shopkeepers to
.stay ‘within: bounds -and
v charge reasnnable

prlces Lo

T4Qup long-term view is

~Iy‘in‘larger. centres, peo-

“ple ‘will support those
- outlets which charge
‘reasonable price,” the
spokesman said




O bigg: councﬂ last'Friday..
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.bliﬁéi'ness‘ boy ‘ tt

Ul Y
‘ ’d-‘;agamst whlte busm- ’
" -esses/in Kempton 1 Park today to
. ‘protest against the. powe&' cut in- -
‘. .Tembisa; townshlp by the-Tem- -

. Temb:sa Résident’s "Ass ;
“tion (TRA) president. ‘Albert
. Teane said'the cut was a decla-
_ ration’ of war against the resi-
dents = who.had-a right torre-, ;
mst o defend themselves. . °

“'Mr Tleane said the, ‘people:of
Temblsa were now pressurising
Kempton Park, whose munici-
pahty recently’ s1gned a paet |
w:th the Tembisa: counc11 ‘

- He said ‘the power ‘cut‘came
after ‘the TRA® “had Fesumed
“*talks with the provmmal admin- -
<1strat10n ofi’ the rent boycott J
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ISOLATED incidents
of bakeries charging
up to R1.65 for brown
bread and R2 for
white breaq have
been found ip the far
northern Transvaal,

When the industry wag
deregulated and prica

control scrapped ip
March, the Housewives’
League had reservations

Our sister newspaper,
The Star, hag isolated
cases in the northern
Transvaa] where bakeries
charged up to R1.65 for
brown and R2 for white
bread.,

However, mog( super-
markets and cafes in the
far north were charging 2

about the effects on small
towns with limited access
to bakeries.

ARIES: March 21 . April 21

The sffect of the Luminaries on Uranys at the zenith of your
astroscope shoyld Inspire you to take a bofd gamble or make a
surprise move in the business or careor reaim which coutd tuem
out to your great financiz) advantagas,

TAURUS: April 21 - May 21

The sun In your sign, splendidly aspected to Uranus in your
zone of expansion, ought to revitalize You immensely. En-
hanced optimism wil anabie you to make the best of a rarg op-
portunity provided by the moon/Uranus union,

GEMINI: May 21 - June 22

Self-preservation becomes especlally important 1o You as the
sun, cumrently relating to your subconscious, forms a fing angle
with Uranus in your realm of providencs, The lunarUranus og-
cultation wilt heighten your intuition.

CANCER: June 22 . July 23

The persenal influence of a friend and the Support of your part-
ner could add much 1o Your general Progress, while the
sun/Uranus angle favours Such ralationships, The moon/Uranug
aspect signifies the making of a super agresment,

LEQ: July 23- August 24

Betwaen the sun's Presence in your commercial quarter and jts
vital aspect with thg lnarUranus conformation in your sector of
work and wellbeing, you appear to have abundant foriune
favouring your current aims and entemrises,

VIRGO: August 24 .- September 23
An cpporturistic framg of mind should stem from the siting of
the sun/Uranus/moaon link-up in your astroscops. Push ahead
with that grand schere, plan to get the utrnost from romanca
and pleasure. A bit of speculation could succeed.

LIBRA: September 23 - October 23

The cumrent cosmic connection between the Luminaries ang
Uranus favours actions aimed at putting family ang propa
matters in gaod order, Yoy ¢an obtaln exceflent Support for your
causes and schemas from caring relatives,

SCORP!O: October 23 - November 23
Your Intuition and mindpower shouid both Peak due to the be-

4y
% g
neficent occultation between Uranus and the moon, whish are

ity turn hamaniougly aspecledtothe suning manner designed
to enable you 15 forge very good agreements,

SAGITTARIUS: November 23 . December 22

The conjunction of Uranus and the mogn centres on your finan.
cial zone; suggests that swift ang Smant manoeuvres ecgulg
make or save money.

CAPRICORN: December 22 - January 21

Intuitive and sharp, also innovative ang driven, due o the
lunar/Uranys occultation in your sign,
in external enlerprises.
romance, pleasure and speculation,

AQUARIUS: January 21 - February 20
Eniightenment shoutd result frem the lunarUranys link over the
pan of your astroscope that relates to your inner-seif, With the
sun well-placed in connection to your domestic region, family
plans should work out quite nicely,

PISCES: February 20 - March 21

The sun focusing on your reaim of reasoning and rapport
should put you in a chesriul frame of mind, enable you to ac-
quaint yourge!f with new pecple because it is favourably cast to
the Uranus/moon union in your friendship zone,

If today is your birthday:

You will have to analyse your situation properly, weigh up your
options before making your next important move. With sufficient
Savvy exarcised now, you can undoubtedly set up fine op-
portunities to expiore later in the year,

i tomorrow i3 your birthday:

This birthday to birthday round may well be one of the most im-
portant years in your entire life. You will get some wonderful op-
portunities to live your life on a bigger, broader and far more ex-
citing plane. Travel s favored,

standard R1.20 for brown
and RI1.30 for white
bread,

Cafes with bakeries
charge R1.30 for all
brown, including
wholewheat, and R1.40
for white.

Since price control
was scrapped prices haye
varied. A survey in March
found some cafes charg-
ing R1.50 for a white joaf
but this has now settled
down and a yardstick,
said the league, wag
RL10 for brown and
R1.20 for white,

In Meyerton, Vander.
biljpark and Sasolburg the
price averaged R1.20 for
white and R1.07 for
brown at Supermarkets,

Cafes in the town sold
bread at R1.30 for white
and R1.20 for brown,

According to the syr-
VY, most cafes in KaNg-
wane charged RI1.40 for

brown bread,

A spokesman for the
Consumer Council said
since the scrapping of the
price control it had ap-
pealed to shopkeepers to
stay within bounds and
charge reasonable prices,

“Our long-term view
is that in the end, espe-
cially in larger centres,
people will support those
outlets which charge rea-
sonabie prices,” the
Spokesman said,
Soweran Corresponden.

white and R1.30 for i
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COMPANIES

Redgwoods Holdings boasts a

oy 31l

i MARCIA KLEIN

REDGWOODS Holdings (Reggies)
has reaped the benefits of going back
to its core business of toy retailing

In the year to end-February, Reg-
gies reported a net income of R1,6m
compared with a loss of R1,6m in the
previous year.

Turnover dropped marginally
from R75m to R747m. Chairman
Frank Robarts said yesterday that
turnover figures were not compar-
able “as turnover and profits of the
businesses disposed of have been
eliminated from the effective dates
of disposal”.

In August Reggies sold its entire
interest in its baby goods manufac-
turing and wholesale businesses for
about Ri0m “due to the conflict of
interest that arose in the vertical in-
tegration of the group”.

Operating profit increased by 6,8%
to R4,4m (R4,1m)}, and a large reduc-
tion in the interest bill to Ri,6m

{R3,5m) saw pre-tax operating in-
come up from R640 000 to R2,3m.
Robarts said that “improved asset
management resulted in a substan-
tial reduction in the finance costs as
well as an improvement in gearing”,
which came down from 76% to 13%.
A hike in tax to R1,2m (R302 000)
resnited in taxed income rising to
R16m (R338000). An attributable

t rnaround

associated company of
R74 000 (R76 000) saw income before
‘an  extraordinary item up from

“ #R262 000 to to R1,5m. The extraordi-

nary item of R125 000 reflects the net
effect on the sale of subsidiaries.

Earnings were up from 0,4c a share
to 2,6¢ a share, and Reggies declared
a dividend of 1c a share {no dividend
was declared in Febraury 1990).

Robarts said that after the disposat
of the factories last year, Reggies
was “back to what it knows best”, and
it would concentrate on buying and
selling for its 84 stores in the future.

He was pleased with the results,
and said the turnaround since finan-
cial 1990 was achieved “by a great
effort on the part of management”.
Reggies had also allowed for write-
offs and bad stock, so it was poised
for growth in financial 1991

“With all the skeletons out of the
closet, we hope to give as much joy to
our shareholders as we do to chil-
dren,” he said.




PEPKOR GROUP ¢, 315(7)
TWIN IMPOSTORS (20)

First Revenue and then Shoprite shipwrecked
what was actually a good trading year for
almost all Pepkor subsidiaries. In Pep Ltd
(Peplim) a huge 60% hike in tax rate pulled
EPS growth down to 11%; at Shoprite ac-
quisition of Grand Supermarkets led to a
marginal reduction in operating profits.
Peplim, the operating company that con-
trols 798 Pep stores and 123 Ackermans
outlets, pushed turnover above Ribn for the
first time, to R1,2bn — 24% growth. A small
but significant increase in margin moved
operating profit growth to 26%; because the
cost of finamce was contained to Ré4m
(R4,4m), pre-tax profits were 27% higher.
But 1990 saw the end of assessed losses,
and the resultant 51% increase in the tax
charge confined growth in EPS to just 11%.
During the year, Peplim opened 68 new
stores (Pep 54, Ackermans three and associ-
ate companies 11). Of the original 27 Grand
supermarkets, five have been closed. The
balance increased the number of Shoprite
outlets to 72. Shoprite turnover for the year
rose by 55% to R732m as a result, but
operating profits dipped 3% to R12,6m.
Shoprite MD Whitey Basson emphasises
that while much of the expenses associated
with the takeover were anticipated, unexpec-
tedly large shrinkage and theft (in excess of
3%) were largely responsible for the profit
drop. Basson adds that the Shoprite disci-
plines have been implemented in all stores
and trading and profit are now in line with
budget, March, he says, was a “very good”
. month; April looks good as well.
Pepkor increased its holding of Peplim to
94% from 89% at a cost of just over R40m.
This indicates a price of under R18 a share
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PEPKOR UNDILUTED

Year to ¥ebh 28 1989 1990 1991
Turnover {Rm) ...... 11493 1481 1957
Pre-tax profit (Rm) 89,1 120,1 163,4
Attributable (Rm} .. 68,1 67,8 79,3
Earnings {€) .ovveee 496,8 579.8 6786
Dividends {c} ..---.. 168 185 212

— roughly R10 less than the current price. It
was financed by the issue of new redeemable
prefs created by a Pepkor subsidiary. These
appear in the consolidated accounts as inter-
est-bearing debt, which has risen to R69,9m
from a trivial R13,1m. Despite this, finance
charges remained much the same as the
previous year.

The interesting aspect of this is that Pep-
kor stili holds about R200m cash, Clearly
the cost of borrowing is exceeded by the
returns\\generated by investing the cash —
the only justification for not using the cash in
place of incurring debt.

Pepkor’s total dividend of 212c a share
triggers the compulsory conversion of the
remaining convertible debentures and pref-
erence shares with effect from March 1.
Issued ordinary shares will be expanded by
3,36m to 15,05m, diluting EPS to 558¢ rath-
er than the 678,6c reported. The significance
is that EPS will have to grow by at least
21,6% in the 1992 financial year simply to
maintain the same level after the conversion.

This sounds a tall order in the current
climate. However, Shoprite should be able to
deliver, after writing off everything it could.
And Peplim, especially after its creditable
earnings generation last year, could achieve
and even surpass the goal, with the help of
yet more acquisitions.

Just before year-end Pepkor bought 47%
of Smart Centre from Tradegro for R31m.
This holding has been enlarged to 535,1%.
Since year-end, Peplim bought 42 Fraset's
mining stores from Metro Cash & Carry,
which should contribute to its bottom line.

In addition, last week Peplim announced
the takeover of the Harties chain of 200
stores from Hicor for R18,6m, payable over
three years. Only R1,5m will be paid up
front: the Jargest tranche will be paid at the
end of the three years, in June 1994, Cash
flows will therefore suffer little,

With all these acquisitions, a large rise in
turnover can be expected, but whether this
will extend to EPS is not certain. More often
than not there is a cost to acquisitions over
and above the purchase price — mostly the
cost of rectifying the wrongs that led the
selier to his action. Gerald Hirshon
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SPECIALTY
ROOM TO GROW

Many shares in the retail sector have been
pushed to demanding ratings this year —on
fundamentals there seems little growth po-
tential in the share prices of blue chips such
as Edgars, Wooltru and Foschini, which are
trading on earnings multiples above 18.

Specialty Stores, and its pyramid Storeco,
however, have not enjoyed the full benefit of
‘the retail share boom; they are trading on
pies of 7,8 and 7,5 respectively. Yet results of
the group have been more than satisfactory
over five years, with a compound growth in
carnings of 28,6% and in dividends of 25%, in
line with the blue chips. Moreover, the group
is still relatively small, with turnover of
R246m, and is concentrated mainly in
Natal, so a great deal of organic growth is
possible. Specialty chains include Milady’s,
The Hub, Mr Price and Footgear. Its com-
- petitors, such as Foschini and Truworths,
already have national coverage.

But there have been hiccups along the
way. In the year to end-February 1991 the
group’s growth was curbed by anxiety about
bad debts. More than 90% of profit come
from credit chains Milady’s and The Hub.
The credit policy was tightened and this
affected the crucial December trading
period, .

The group embarked on a R10m capex
programme but management reckons that
working capital was well controlled. The
interest bill almost doubled because the bor-
rowings in the previous year still showed the
benefits of a 1989 rights issne. Interest cover
remains sound at 5,2. Though operating in-
come increased by 24%, on a 33% turnover
advance, attributable income increased by
just 19%.

Analysts say Specialty will need several
more years of good results before it can be
accorded bluc-chip status. The share is diffl-
cult to trade, but there is considerable scope
for growth, both in store sites and in the
aperating margin,

The trading margin of 11,3% is still some
way behind the Edgars margin of 14,5% and
Foschini’s 20,7%. But Foschini and Edgars
are already reaping the full benefits of their
computer systems, and they have been able
to fine-tune sales/m? in their older portfolio
of stores.

Because of the uncertainties of credit trad-
ing, much of the growth in the next year will
be in the Mr Price and Footgear cash outlets,
and 17 new cash outlets will open this year.
Credit management should be made easier
this year,

Specialty is expanding its presence in the
crucial PWV market. Joint MD Laurie
Chiappini acknowledges that the Eloff
Street Milady’s is inadequate and more sub-
urban sites are being considered. But he adds
that much more groundwork needs to'be
done before The Hub, which trades in cloth-
ing, home textiles and housewares can open
in, the Transvaal, Stephen Cranston
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TAKING STOCK (*°

Two yeurs ago Pick ’n Pay’s Raymond Ack-
erman proposed an industry-wide supermar-
ket institute. The high-profile organisation
would represent chains in lobbying govern-
mient on consumer issues such as the deregu-
lation of petrol sales and liquor distribution.
It would also focus on less public matters
such as removing delivery bottlenecks so
* goods can be kept in stock.

The model was America’s Foed Market-
ing Institute, which has more than 100 full-
time lobbyists and has proved very effective
in winning gains for consumers and super-
market chains alike.

But Ackerman’s idea was received coolly.
What has finally emerged is the Food Mer-

Gl

Links in the food chain .

chants’ Association, but it has no full-time
staff and little money. In fact, most of its
members have decided it should maintain a
low profile. )

Spar’s Brian Beavon sums up the mem-
bers’ narrow aspirations for the new associ-
ation: “We have a chance to debate issues
and to compare thoughts on issues such as
distribution and shoplifting.”

Bill Lacey, the association’s secretary,
says it is hampered by limited resources

-

. more co-operation needed

(20) .
because retailers are averse spending
much money on it. “Retailers do not want to
invest in academic exercises that do not give
them immediate returns.”

On the other hand, food suppliers have
had their own Grocery Manufacturers’ As- -
sociation with a full-time director for more
than 10 years, but until now it has been
forced to deal with the chains individually.
The only common forum was the Materials
Handiing Subcommittee of the Major Food
Retailers’ Technical Committee at the old
Assocom. The subcommittee managed to
produce design guidelines for supermarket
unloading areas and to make progress t0-
wards standardising roll cages.

The merchants’ association replaced the

" subcommittee, but it has proved difficult for

the new group to establish a dialogue with its
manufacturing counterpart. It met the man-
ufacturing association and agreed to estab-
lish a liaison committee. But the issues sug-
gested by the manufacturers for action by
the committee have produced little enthusi-
asm in the retailers.

The retailers considered some of the issues
solely the concern of individual chains and
do not believe they could be negotiated col-
lectively.

Says the manufacturers’ Jeremy Hele: “1
am very disappointed by the retailers’ luke-
warm attitude to talks. We are keen to look
for solutions to all kinds of joint problems.
The manufacturers are now financing many
of the industry’s inefficiencies. The chains
may not be paying for this directly, but
ultimately they do, through higher prices.”

Hele suggests that attempts to improve
food distribution efficiency must focus on
scheduled deliveries and, in the end, on the
best system of consolidated warehousing. In
particular, Hele says, there must be a con-
certed effort to reduce damage
to stock in the stores. Somewhat -
anomalously, the supplier is
held responsible for this dam-
age, even though it happens on
the retailers’ premises. Hele
says this is like expecting a car
dealer to replace a car that you
have bought and crashed.

Merchants’ Association
chairman Sid Matus admits
that retailers have an adversar-
ial relationship with suppliers,
which is bound to affect any
efforts at co-operation. “But we
think we can talk constructively
together where our mutual in-
térests are concerned.”

Matus stresses that the association has
other roles. In particular, it lobbied for the
exemption of basic foodstuffs from value-
added tax, against the policy of the SA
Chamber of Business. It is also drawing upa
code of conduct on the environment.

“The success of the association will de-
pend on the seriousness with which it takes
the tasks in hand,” Ackerman says. “But so
far not nearly enough resources have gone
into it.” E
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By Bronwyn Wilkinson

The consumer boycott in
Randfontein has been
100 percent effective,
claims ANC regional or-
ganiser Thami Luphoko.

“Qur people are stay-
ing out of town and going
to shops in Roodepoort
and Westgate,” he said.

A spokesman for

Copsumer ql{oycott total suc@, says ANC |

Checkers admitted the
had been a drop in cus-
tomers, but it was too
early to tell how this had
affected turnover.

A spokesman for Mike
van de Merwe, general
manager of pick 'n Pay,
gaid that although their
Randfontein store did
not usually have much
black trade, he estimat-

«TUCKL/
buttress, sou-

d a 5 percent drop. '

$mall traders said
they had hardly been af-
fected. "

Last Friday, residents
of Mohlakeng and Toe-
komsrus joined the boy-
cott. 1t is said to have
been sparked by the Con-
gervative town couneil's
refusal to grant permis-
sion for marches on
March 6. .

l
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PREMIER GROUP chief execu-
tive Peter Wrighton says there
are no magic wands to restore
pride and profit to the Mefro
group.

= He believes the core businesses
aare strong enough to return to glory
“under the leadership of Carlos Dos
Santos.

»  Agreement in principle has been
teached among Premier, Tradegro and
Score-Clicks. Subject to the conclusion
'of formal agreements, Premier will buy
'70% of Tradegro's 47% holding in Metro
"and underwrite a rights offer to reduce
“its debt.

B
o

Salvage

To bring Mr Dos Santos back aboard
the group he and his team ran so well a
decade ago, the issued share capital of
Score Foods will be exchanged for
shares in Metro. The businesses will be
merged.

Mr Dos Santos is managing director
xof Score Foods, .

-~ Tradegro will sell only 70% of its
‘Metro holding. Possibly it hopes to sal-
vage something by holding on to the
halance as an investment managed by
Premier, Premier will make a bid for
woﬁu of minorities’ Metro stakes.

Prodigals on

By IULIE WALKER

gwénmmrno:mnmwnmgmmn nmwﬁm
chief executive Gordon Utian this wee!
recalied the historic associatlons of

Premier, Tradegro, Score and Metro.

Metro was jointly controlled in the
1970s by Kirsh, Katz and Tiger Oats,
among whom there was a pre-emptive
rights agreement. .

Kirsh circumvented the rights by
buying out the Katz family interests
through which they were held. Tiger
cried foul, but lost a court battle in
which the judgt was Mervyn King. He
later left the bench and joined Kirsh. He
ig still a director of Metro.

Thereafter, Kirsh approached Pre-
mier for financial rowm nvolying Metro,
and was issued with R9-million in pref-
erence shares through Kimet.

Premier was granted rights to Metro
which did not lapse with repayment.

As time %ummm , Sanlam group’s San-
korp bailed Kirsh out of financial diffi-
culties. The Kirsh name was changed to
Tradegro.

Now that Sankorp has decided to un-
bundle much of its group, Premier was
approached about its rights.

Mr Wrighton says: “It was entirely
fortuitous. m.m_,_EWm management by in-
stitution has not been good for Metro.”

SISt (B ours

More than 10 years ago, the then
Metro chief Mr Dos Santos left, the
group, reportedly after a disagreement
with the two Ks. He took four managers
with him and set up Score Foods. His
backers were David Tabatznik and
Premier.

“We were one of the original backers
of Carlos Dos Santos,” says Mr
Wrighton, “We have built up our stake
to an effective 36% of Score Food
Holdings.”

‘back to % Premie

Backers

Score did well for many years, but
Metro struggled through management
and policy changes and ill-conceived
mn%EmEosm.

hen Score became involved in im-
rudent diversions, and its results suf-
ered in the past two years. Both com-

panies lost their blue-chi labels.

“Carlog is one of the best hands-on
managers around,” says Mr Wrighton.
“The big mistake at Scare was the foray
into retailing through Grand Bazaars. It
took management’s eye off the ball.”

Premier’s motivation for the Metro-
Score deal is to improve its distribution
to smaller customers, Premier already
has 50 warehouses throughout SA and
Metro's 183 outlets plus Score’s 37 allow

for synergy.
:émﬂr the economic downturn there is

their way

old

no shortage “of management. Metro’s
middle management is good. There is a
shortage of good leadership. Carlos will
be back doing what he does best.”

Mr Utian says it is in the interests of
manufacturers for SA to have well-
managed wholesalers.

“This deal provides the key to unlock-
ing the wealth in Metro. As the pew
South Africa develops and wealth is
spread, businesses like Metro will
benefit.

“Distribution is a separate business.
In the end, brand names are what
count.”

He dismisses suggestions of a Verti-
cally Integated Premier Group.

“Only about five of our product
groupings are sold through cash-and-
carry outlets, It is an absurd notion that
we manufacture, wholesale and retail
our goods.”

Cultures

Mr Wrighton says Metro will be
refocused, merged with Score and
recapitalised.

Details of the rights offer are not
available because the deal has not been
concluded. Metro’s debt is well over
R100-million.

Premier shares are at a high of 2 825¢
ahead of results due on Wednesday.

NEL

PETER WRIGHTON: Brand names count

Metro’s are off their low at 300¢ and
Score's are 500c.

Mr Utian expects the first set of
results from the new grouping to be neu-
tral. There will be many changes, dis-
posals, merging of cultures and teething
problems.

That is, if the deal goes ahead.

Mr Utian says: “We had to issue the
warning and we did not do so lightly. We
are going through everything. I can't
say if we’ll go ahead or walk away.”
® Metro workers intended to strike at
the weekend in protest agajnst re-
trenchments.




Premier secks Competition Board nod \'

PREMIER Group has approached the MARCIA KLEIN .
Competition Board prior to agreement on ——

its acquisition of Tradegro subsidiary Met- «“[here are many other players with a
o, and Seore. substantial ghare of the market,” he said.

3

Brooks confirmed at the weekend that the ‘Q\‘and Shield Trading.

poard had been approached by Premier on g [Inareas where the businesse Trade-

an informal pasis for clarity on restrictive _ 8f° subsidiary Metro and Score’s cash and

competition. carry operation Trador overlapped, the
The board’s pre'liminary agsessment, poard had found that in each area a major

based on information at its disposal, had& competitior still remained.

been that there would be no problems Withs:Q In terms of the deal, Premier would

ihe deal in terms of restrictive compet'F become & dominant player in the whole-

tion, he, s.gxigi. gale industry. {

e

Competition Board chairman Filerre g These included Wooltru_company akro
G5t
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CAPE TOWN — DCM-list-
ed Hyperette Stores was
proceeding with plans to
apply for a main board list-
ing this year, chairman
Hein Ehlers said at 'the
AGM on Friday.

Hyperette, acquired
from Pepkor — a manage-
ment buyout — and re-
verse-listed into Milly’s
Stores in 1989 is a food re-
tail chain of 32 stores.

Ehlers told shareholders

, that while turnover was ex-

i pected to rise by about 36%

to R75m (R55m) in the year

‘ to end-July 1991, after-tax

. profit would not reach last

" year’s level of R1,4m due to
pressure on margins,

Publication of interim
results to end-December
had been delayed by techni-

Restructired Hyperette to |

apply for
calities and should b% (:lg in

the next two weeks.

He said strategy in the

difficult past year had been
to increase expenditure on
promotions and advertis-
ing. While this had contrib-
uted to the company main-
taining market share in the
western Cape, it had — to-
gether with shrinkage —
placed margins under ex-
treme pressure.

Ehlers said no dividends
could be expected until
Hyperette had established
sufficient cash resources.

The company’s tax-free
status would continue for

EXECL T ~—

!

AT b

main board listing

61\
the next three to four years
due to accumuiated losses.

Ehlers said Hyperette
had restructured itself into
four operating divisions —
Hypereite Stores, Hoctors
Meat Centres, Hyperfresh
Produce Market, Bread
Basket (PWV) and Milly’s
(Cape),

He said the company had
adopted a strategy to gen-
erate organic growth of
present businesses and not
to embark on the acquisi-
tion trail,

“Our existing businesses
have substantial opportuni-
ties for growth.”

No further capital would

be invested — stores and
expenses would be through
franchising. Ehlers said
Hyperette planned to have
10 franchise stores by the
end of 1991

SA Shareholders” Associ-
ation chairman Issy Gold-
berg said Hyperette could
become a significant com-
pany on the JSE'® main
board. He recommended
however that the 136,4-mil-
lion shares in issue be
consolidated.

In the year to end-July
1990 Hyperette earned 0,4c
a share compared with the
previous year’s loss of
84,27c.
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rests (coal, specialist metals, plati-
un) add diversity and act as a hedge

of only 1,62%.

ing of 12,11 times and a dividend yield

board.”

Remgro refuses any comment.
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CAPE TOWN — DCM-list-
ed Hyperette Stores was
proceeding with plans to
apply for a main board list-
ing this year, chairman
Hein Ehlers said at the
AGM on Friday.

Hyperette, acquired
from Pepkor — a manage-
ment buyout — and re-
verse-listed into Milly’s
Stores in 1989 is a food re-
tail chain of 32 stores.

Ehlers told shareholders
that while turnover was ex-
pected to rise by about 36%
to R75m (R55m) in the year
to end-July 1991, after-tax
profit would not reach last
year's level of R1,4m due to
pressure on margins.

Publication of interim
results to end-December

Restructured Hyperette to

apply

calities and should be out in
the next two weeks.

He said strategy in the
difficult past year had been
to increase expendifure on
promotions and advertis-
ing. While this had contrib-
uted to the company main-
taining market share in the
western Cape, it had — to-
gether with shrinkage —
placed margins under ex-
treme pressure.

Ehlers said no dividends
could be expected uniil
Hyperette had established
sufficient cash resources.

The company’s tax-free

had been delayed by techni-  statns would continue for
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the next three to four years
due to accumulated losses.

Ehlers said Hyperette
had restructured itself into
four operating divisions —
Hypereite Stores, Hoctors
Meat Centres, Hyperfresh
Produce Market, Bread
Basket (PWV) and Milly's
{Cape).

He said the company had
adopted a strategy to gen-
erate organic growth of

. present businesses and not

to embark on the acquisi-
tion trail.

“Qur existing businesses
have substantial opportuni-
ties for growth.”

No further capital would
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be invested — stores and
expenses would be through
franchising. Ehlers said
Hyperette planned to have
10 franchise stores by the
end of 1991.

SA Shareholders’ Associ-
ation chairman Issy Gold-
berg said Hyperette could
become a significant com-
pany on the JSE's main
board. He recommended
however that the 136,4-mil-
lion shares in issue be
consolidated.

In the year to end-July
1990 Hyperette earned 0,4c
a share compared with the
previous year’s loss of
84,27c.

.
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ITis negfessafriz to ask whether the ANCis a
political party or a texrorist organisation.

In other words, does the ANC seek to take partin
the political life of South Africa, playing the game
by the democratic rules that characterise the
civilised world, or does it have a secret agenda to
usurp or seize power for itself by intimidation,
trickery and force?

We, Businessmen for Growth and Stability, pose
this question on behalf of all South Africans, of
all races, on the grounds of impressions gained
from a document recently released by the ANC
entitled “Negotiations and the struggle for a
democratic South Africa”.

From this document it appears to us that the ANC
is not interested in a political settlement, or in
sharing power, but that it intends usurping total
political power in South Africa - and seizing
power if the plan to usurp it fails.

The ANC is demanding a constitutional assembly
and interim government in a bid to gain total
political power before a constitution has been
devised. This is like asking the selectors to pick a
team for a new type of ball game, and for that team
to run out onto the field, before it or its opponents
kngw the rules of the game.

The purpose of a constitution

The purpose of a civilised constitution is to place
power in the hands of the citizens of the country,
iri such a way that that power can only be used for
the benefit of the people and cannot be misused or
abused by those in the seat of government. {Ask
the people of Iraq how they feel about a leader
with uncurbed power.) ‘

Like the rules of a new ball game, a constitution
must be worked out through discussion around a
table by experts imbued with the good of all the
people, meeting in a calm atmosphere and
characterised by a spirit of goodwill and give-and-
take. That is our view of how the Founding .
Fathers of the Nation should set to work.

" How the ANC appears to see it

However, instead of co-operating with all other
groups in South Africa to speed up the framing of
a constitution which is fair to all, the ANC states in
its document: “'This is the year of mass action for
the transfer of power to the people.” It says
further: “Umkhonto we Sizwe must remain in
place if we need it”.

As we interpret its idea of mass action, the ANC
plans to force the constitutional issue through
consumer boycotts, stay-away actions and strikes,
co-ordinated and executed on the highest possible
scale - accompanied by the intimidation of black
workers and the ever-present threat of armed
action by MK if things do not go entirely the way
of the ANC.

Constitution-making under threat

And what is the way in which MK operates? Its
actions in the past took the form of planting
landmines, the setting of car bombs, the killing of
innocent civilians including women and children,
and sabotage - in other words, the typical actions
of a terrorist group.

Delegates trying to discuss the best future for all
South Africans with a pistol cocked in their ears
and a landmine under their chairs, would not be
able to give South Africans the best possible
constitution to leave for our children and our
children’s children.

Please explain

If our assumptions of the ANC’s document are
correct, we as businessmen believe that the ANC
is not a political party but a terrorist organisation,
bringing pressure against the people of South-
Africa in the guise of a democratic political action
and in so doing, destabilising the country.

We trust that the ANC will indicate to the public of
South Africa whether our conclusions based oniits
publication are correct or incorrect.

Businessmen for Growth and Stability

!

Tome Cerber, Danie Moster, Piet Fourie, George Drake, Graham Nosworthy, Magda van der Merwe, Hans
Herbst, Rhudi Heine, Trevor Reed, Richard Warrington, Rob Marshall, Tony Overton, John Gerus, Petrus
Kirsten, Jan Stemmet, Nic Myburgh, P Pelser, D J Deysel, W Human, ] van Rooyen, S N Naude, P J Klopper, M
van Niekerk, P Steenekamp, R Emmet, B Cilliers, C van Heerden, M van den Heever, W Forster.




Fabcos calls on business
19 help end the viglence

THEO RAWANA 3©

b
FOUNDATION for African Business and Consumer Ser-
vices (Fabcos) president T J Ngcoya yesterday called on
business to support efforts to end vielence.

Addressing the Fabcos AGM in Johanneshurg yester-
day, Ngcoya also urged leaders of the ANC, Inkatha
Freedom Party, the PAC and Azapo to meet to try and
resolve the violence.

Inv1tmg all organisations to launch a fund-raising
campaign to provide relief for victims of violence,
Ngcoya added that business organisations should con-
sider a strategy to address the violence and warn of its
econemic consequences.

Ngcoya’'s appeai came on the day the SA Chamber of - |-
Business placed newspaper advertisements urging sup-
port for President F W de Klerk's summit on violence.

Ngcoya said Fabeos was distressed at “political point
seoring, personality clashes, organisatiopal posturing
and vigorous struggle for political gains ... while the
flame of violence continues to consume the couniry.

“We believe the preservation of human lives and sav-
ing the country are jdeals which are far bigger and more
important than any par{y-political consideration.”
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s £0d-February, in which earnings grew by

Shield fgl_wgws rlght road

SHIELD Trading’s results for the year to

34,4%, reflected the correctness of its deci-

* % «d¥sion to concentrate on strategic franchis-

i,

o
W

ing, said a director.

Shield, which distributes food and allied
products to its 385 retail and wholesale
franchise members, increased its turnover
by 26,7% to R648,9m (R512,2m), and boost-
ed its operating income by 473% to

- R182m (R12,4m).

Group director Mark Smith said yester-

* day that results at the turnover and oper-

s
-k

ating income level were “a clear indication
that the group’s disinvestment from
straight retailing or wholesaling proved to
be correct”.

In 1989 the group decided to sell its
Success outlets and to concentrate on stra-
tegic franchising. Smith said the concept of
franchising had proved to be “a good for-
mula for Shield, with each store’s manage-
ment control being as good as possible”.

He said that operating income included

" wmeenipterest earned for the year, which was

substantial because of tight management

MARCIA KLEIN

control (D@ ( 30 )
This was also—a Teflection ective

management contol at head office.

Rebates of R10,2m (R7,3m) reflected a
39,7% increase in rebates paid to franchise
members.

Smith said many listed companies did
not make at the bottom line what Shield
gave out to its members in benefit payouts

Income before tax was nearly 60% up at
R8,1m (R5,1m), and increased tax of R3m
{R2m} resulted in a 34,4% rise in income
after tax to R4,2m (R3,1m).

Earnings increased similarly to 12,6¢c
{9,4c} a share. At the February 1990 year-
end Shield forecast earnings “well in
excess of 26%".

A dividend of 6c a share — including an
additional dividend of lc a share — was
declared, 33,3% up on the dividend of 4,5ca
share declared at the end of financial 1990.

Chairman and MD Theo Muller forecast
that good resuits would again be achieved
for the year ending February 1992".
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In othér words}- doe ’the"AN C seek’ t'take partin
the pohhcal lifeo ,Sou{h ‘Affica, pldying the game
by the'democtatic ni]es that characterise the
cmhsed world, of does it have a secret agenda to
usurp Or seize pOWer for 1tself by intimidation,
trickery and force

We, Busmessrnen or Growth and Stability, pose
this question ofi‘hielalf of all Soitth Africans, of
all races, on the grounds of impressions gained
from a document recently released by the ANC
entitled “Negotiations and the struggle for a
democratic South Africa”.

From this document it appears to us that the ANC
is not interested in a pohtlcal settlement, or in
sharing powet, bt that it irtenils usurpmg total
political power in South Africa - and seizing
power if the plan to wsurp it fails.

The ANC is demanding a constitutional assembly
and interim government in a bid to gain total
political power before a constitution has been
devised. This is like asking the selectors to pick a
team for a new type of ball game, and for that team
to run out onto the fi€ld, before it or its opponents
know the rules of the game.

The purpose of a constitution

The purpose of a civilised constitution is to place
power in;the hands of the citizens of the country,
in such,a way that that power can only be used for
the benefit of the' "people and cannot be misused or
abused by those in the seat of government. (Ask
the people of Irad how they feel about a leader
with uncurbed power.)

Like the rules of a new ball game, a constitution
mustbe wox:ked ottt through discussion around a
table by experts imbued with the good of all the
people, meeting in a calm atmosphere and
characterised by a spirit of goodwill and give-and-
take. That is our view of how the Founding
Fathers of the Nation should set to work.
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How thie ANG appeirsto see it

However, iristead of co-operating with all other
groups in South Africd to speed up the framing of
a constitution'which is fair to all, the ANC states in
its document: “This is the year of mass action for
the transfer of power to the people.” It says
further: “Umkhonto we Sizwe must remain in
place if we need it”.

Aswe interpret' its idea of mass action, the ANC
plans to force the constitutional issue through
consumer boycotts, stay-away actions and strikes,
co-ordinated and executed on the highest possible
scale — accompanied by the intimidation of black
workers and the ever-present threat of armed
action by MK if things do not go entirely the way
of the ANC.

Constitution-making under threat

And what is the way in which MK operates? Its
actions in the past took the form of planting
landmines, the setting of car bombs, the killing of
innocent civilians including women and children,
and sabotage - in other words, the typical actions
of a terrorist group.

Delegates trying to discuss the best future for all
South Africans with a pistol cocked in their ears
and a landmine under their chairs, would not be
able to give South Africans the best possible
constitution to leave for our children and our
children’s children.

Please explain

If our assumptions of the ANC’s document are
correct, we as businessmen believe that the ANC
is not a political party but a terrorist organisation,
bringing pressure against the people of South
Africa in the guise of a democratic political action
and in so doing, destabilising the country.

We trust that the ANC will indicate to the public of
South Africa whether our conclusions based on its
publication are correct or incorrect.

Tonie Gerber, Datiie Mo'ster, Piet Fourie, George Drake, Dick Goss, Graham Nosworthy, Magda van der Merwe,

Hans Herbst, Rhudi Heine, Trevor Reed, Richard Warrington, Rob Marshall, Tony Overton, John Genis, Petrus Kirstein,
Jan Stemmet, Nic Myburgh P. Pelser, D.]. Deysel W. Human, ]. van Rooyen, 5.N. Naudé, P.J. Klopper, M. van Niekerk,
P. Steenekamp, R. Emmet’ B. Cilliers, C. van Heerden, M. van den Heever, W. Forster.
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Hoechst inyest,
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CHEMICAL giant Hoechst yesterday
dnfiounced it had bought "3 R2,5m
" share in the Small Business Develop-
.. ment Corporation, the largest single
" capital Investment by an internation.
Huat company in the SBDC s far,
“ Hoechst SA MD Reinhard Traub
""5aid the company viewed the invest-
.. 'mentinthe SR 48 a continuation of
" "its Involvement with small busipesg

*development since 1987, y o

=~~Hoechst, a subsidiary of the Gep.
man multinationz] Hoechst AG,

o, 3ought and receiveqd permission from

"the mother Company to make the j.

. "estment, SBDC PRO Dawie Crouws

- 9aid,

T In terms of the investment cop.
tract with Hoechst, the SBDC also
bought Hoechst’s previous head
office site and buildings in Industria

for R6,779m, :
The contract also emtatied the
version — estimateq at R15m — of
buildings on the site t0 provide pre-
mises, services and training for sma]
business entrepreneurs, sajgd Crouws,
Completion of the complex - to be
oWn as Tower Hive — by the end of
the year wouig provide 70 additiona)
lettable units, totalling 9 500m? of
floor spage,
This would bring the SBD(C’s total

units, Croyws added.

Conversions at the Tower Hive had .

already starteqd and some units wera
already occupied. The aim was to

and chemiea] jp ,
clothing, appliance repairs, light
manufacturing, printing and sign-
writing,
Accepting the R25m cheque, SBDC
Ben Vosigo said he wag optimis-
tic the investment would mark ap
upsurge in foreign investment i
southern Africa,
“The SA economy woylq benefit
greatly if other SA subsidiaries of big
internationa] companies coulq follow

LA TR
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TALKS on the sale of Checkers be-
tween Tradegro parent Sankorp and
an unnamed SA-based consortium
with foreign financing fel] through on
Monday.

Sankorp GM investments Etienne le
Roux confirmed yesterday that negoti
tions had fallen ; e
through “main
ly because o
the price”,

Checkers MD
Sergio Martin-
engo said ‘the
price was more §
than R100m, but |
he would not be
drawn on 3
more accurate

!

|

figure, g

Le  Roux RN
would not dis- TE
close the price o ,é;

3

Or say with S
® MARTINENGO

whom negotia-
tions had been held.

He did say the negotiator was a consor-
tium which included Israeli members.

One analyst was shocked to hear the
deal had fallen through as it had been “as
good as signed” — the price had been
agreed upon and just a “smal) matter of
shares” had to be worked out,

The problem of what percentage of
Tradegro the consortium was to buy ap-
peared to be insignificant in terms of the
whole deal, he said,

It seemed that the consortium might
have discovered something it was not
previously aware of,

Le Roux said other parties were show-
ing an interest in Checkers and Sankorp
was talking to them,

Martinengo thought one of the new
parties was based abroad,

In terms of the proposed unbundling of
Sankorp subsidiary Tradegro, of which

IS
" . BUSINESS DAY, Wédnan'dav, May 8 1991 9

on Checkers

20

rough

MARCIA RLEIN
and GILLIAN HAYNE

the 168-store Checkers is & part, all Tra-
degro companies, with the exception of
Cashbuild, are to be sold.

Tradegro has already sold Smart Cen.
tre and the Frasers mine stores to Pepkor
for R31m and R13m respectively, and
agreement has been reached for the sale
of 70% of Tradegro’s holding in Metro to
the Premier Group.

Speculation in the market is that San-
korp could also be talking to Prefcor,
Bidcorp and Pepkor. ‘

However, Pepkor chairman Christo,
Wiese said at the release of the group’s
results the group was not interested in
any more Tradegro companies,

Bidcorp chairman Brian Joffe has also
been reported as saying that he had no,
interest in buying Checkers,

Although Premier has been mentioned
previously, an analyst said yesterday it
would probably be out of the running -
following the Metro and Score,de‘é_ll‘ i

He said some companies-might ant
some of the stores; tut nonewould:ant
the whole group.os - vz f oo

Prefcor, witlrrformer: Checkers MD
Clive Wiel, was. astrong. possibility, the
analyst said. A

In the six months to end December
Checkers, which was estimated to bhe
worth at least R150m, pushed up sales by
7,5% to R1,7bn, but posted a pre-tax loss
of RA4G7 000 (profit of R9m).

Martinengo said he was not worried
about the problems selling the supermar-
ket group as previous buyouts had taken
Checkers from strength to strength.

He said although Checkers and the rest
of the retail seetor were experiencing
difficult trading conditions, he had initic
ated many changes since becoming MD
and believed the group was well posi-
tioned for the upswing in the economy.

L
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were “number one in their markets, and it
would take Jet three to five years to be-
come number one”, .

The group’s fledgling business Express
was a small store concept still in an ex-
perimental stage. Beeton said he was hope-
ful it would become a viahle business.

The group’s manufacturing arm had a
good year, increasing pre-tax profits by
33%. Beeton said strategically this division
was very important, especially with re-
gard to exports, which would grow signifi-
cantly in the future. .

He said although shrinkage was “a little
concerning”, it had only increased from

30 O From Page 1
1,28% to 1,35% of sales due to excellent
controls. There had been a slight deteriora-
tion in bad debt profile from slightly below
2% (including provisions) to slightiy above
2%. However, this had been deliberate in
order to benefit from growth in some mar-
ﬁet segments. =
Store space increased by 5% over finan-
cial 1991, and would increase by 2,7% next
year, with 10 new storeg opening.”Beeton
said the group was looking at increased
profitability next year, Earnings growth in
“the next financial year would be satisfac-
tory, “which meant at least better than
inflation”. !
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fﬁé'%ma and entertainment gi-
;Prﬁ’ CNA Gallo's (Cnagalo’s) 21%
Jgfgmgth“in attributable earnings
(fo”the year to end-March came
fori'thie back of favourable trading
conditions in almost all its oper-
ating; companies.

{ *Despite difficult conditions in the
iecotiomy at large, Cnagalo, which
'sells,books, magazines and stationery
iand manufactures and distributes re-
}cords_“,g -tapes, CDs and. videos, in-
ereased its attributable income to
tR55,2m (R45,8m), and hiked its divi-
{derid-by 22% to 67c (55¢) a share.

{ “fifnover increased 17% to
"R7984m (R680,0m) and operating
profit rose 25% to R92,1m (R73,7m).
Dividend income of R2,4m (R928 000),
and & hike in the interest bill to R6,9m
{R3,1m), saw profit before tax 24% up
at R79,6m (R64,3m). A 28% tax in-
crease to R37,2m (R29,lm) pushed
profit after tax to R424m {R35,2m).

New MD Dennis Cuzen said Cnaga-
1o’s focus on cost saving and efficien-
cy, as well as positive sales perform-

.
= —
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op trading
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MARCIA KLEIN
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ances, produced a “most satisfactory
increase in earnings a share”, which
rose 19% to 168,5¢ (141,8¢) a share on
an increased number of shares.
Cnagalo’s investment policy “con-
tinued to focus on investments in
businesses with scope for synergistie
potential with other group com-
panies”. In line with this, the group
disposed of 60% of its shareholding in

CNA Gallo
Earnings and dividends per share {cents)
168,5

E&mmgs
Dividends

736
42,2
20
i
a7 8B

Graphic: FIONAKRISCH  Source; CHA GALLD
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CNA Gallo helped by
nditions

Video Lab and bought a 50% interest
— and management control — in Nu
Metro cinema group. It has also tak-
en up a 33% investment in SA’s first
compact disc manufacturing plant,
Compact Disc Technologies.

Despite a continued investment
programme, the group’s balance
sheet remained strong.

In terms of the group’s divisions,
the retailing arm contributed R46,6m
at pre-tax level, while entertainment
divisions contributed R23,8m. Retail-
ing contributed 73,1% fo group turn-
over and 586% to group profits.
Entertainment divisions accounted
for 25,3% of sales and 29,8% of group
profits. The entertainment divisions
are expected to make a larger contri-
bution in the next financial year fol-
lowing Cnagalo's investments.

An extraordinary item of R24m
(R34m paid) represents profit on
realisation of investments and trade
marks,

In financial 1992, Cnagalo had bud-
geted for “a further — albeit more
modest — growth scenario”.

i =
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Checker®
. dealisoff

. By Anih Crotty é\ﬂ‘t\.

News that the talks be-

. tween Sankorp and the Is-

. raeli consortium’ regard-

- 'ing 'the 'sale-of Checkers
were terminated on Mon-
day afternoon because the
parties could not agree on
price has surprised’ many
analysts; i

_ '~ Sankorp’s Etienne' Le
Roux stated yesterday
that at'jio stage had:the
two parties reached
agreement on theiprice at
which -the transaction
would be struck. .

It was the haggling over
price fhat finally;led to
the termination of the ne-
gotiations. e

According to.Mr Le
Roux there are a numbér
of other parties who. are
interested in acquirifig
Checkers. 0

He stressed that despite
the failire of negotiations
with a’number of parties,
Sankorp weuld not;just
give Checkers away and if

' the right price was not"of-
fered then Sankerp would
“hold. on to-it and get'it
right”. . o
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CNA Gallo sustained its
sterling first half perfor-
manece to produce a 19
percent hike in earnings
to 168,5¢ (141,3¢c) a share
for the 12 months to end-
March. A final dividend of
54c (44c) a share has been
declared for a total of 67c
(55¢).

Compared with the per-
formances of some semi-
durable retail operators a
17 percent increase in
turnover may not sparkle.

But the significant fac-
tor is that CNA Gallo’s
retail sales are all cash
gales so it does not enjoy
the boost that most semi-
durable retailers are get-
ting from their credit
sales’ activitiés.

It is the tendency by
consumers to use credit
that is powering the cur-
rent surge in retail spend-
ing. By contrast the per-
formances from cash
sales has tended to be pe-
destrian in line with the
weak economic conditions,

CNA, which is the re-
tail division, accounted for
73 percent of group sales
with the entertainment di-
vision, music and video
accounting for the remain-

CNA Gallo imp

enls CZen . . Budget-
Ing for modest growth.

ing 27 percent.

This 27 percent of furn-
over is done on a credit
basis to the industry and is
not exposed directly to re-
tail consumers.

Group turnover was up
to R798,3 million
(R679,9 million). The addi-
tional volume and the
tight control on expenses
helped to lift this to a 25
percent hike in operating
profit — up to R92 mil-
lion (R73,7 million).

oy
L T I

The non-repeat of
write-offs in the Literary
group also made a signif-
icant contribution to the
improvement in operating
margins which were up to
11,5 percent from 10,8 per-
cent.

Dividend income shot"

up to R2,4million
(R928000) — boosted hy
the Video Lab transaction
and overseas’ investments.

Finance lease charges
were little changed at
R8 million (R7,2 million)
but interest payments
more than doubled {o
R6,9 million (R3,1 million).

The year-end balance
sheet shows cash and bank
balances up sharply to
R26,9 million (R6,9 mil-
lion), This is the end-
March picture and is not a
reflection of the group’s
average cash holdings
during the year,

The relatively high in-
terest payment could bet-
ter be explained by the
group’s stock holdings
which also fluctuate dur-
ing the year but were on
an upward trend.

At year-end these were
up 283 percent at
R141,8 million.

The tax rate was up to
46,7 percent {45 percent)

roves earnings

which reduced a pre-tax
profit advance of 24 per
cent to a taxed profit of 20
percent. Profit before as-
sociate income was up 21
percent to R40,1 million
(R33 million).

Associate income was
up 19 percent to R15,1 mil-
lion (R12,7 million) with
Nu Metro contributing
R2 million of this and
helping to compensate for
an unchanged contribution
from Waltons,

Nu Metro

CNA Gallo has a 50 per- |
cent stake in Nu Metro ef-
fective from September
last year. At the beginning
of April, CNA Gallo ac-
quired management con-
trol of Nu Metro at no ad-
ditional cost.

Attributable income
was up 21 percent to
R55,2 million (R45,8 mil-
lion). (There was an in-
creased number of shares
in issue.)

New MD Denis Cuzen
is budgeting for modest
growth in financial ‘92 but
notes: “The attainment of
this budget is very much
dependent on the political
and economic environ-
ment which currently re-
main of great concern.”
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increase in earnings ‘and a 22% increase in
total dividend 'declared for the year ended
March, in spite of inereasing pressure'-on

'
f
Tt 3

tonsumer spending. v
According to finaneial results released
Yesterday, growth in the national clothing,
footwear ‘and textileg market during<the -
‘period under review was 149 against 19% in
the previous year. Group sales, nevertheless,
increased by 25%, | - .
.. However, slightly lower operating marging
and high interest rates on increased average
borrowings moderated the rate of growth in,
earnings to 22%.or R150,4m (R123,5m). Earn-
i;d‘gas a)a share were accordingly higher at296¢ .
C) . . ‘ ' N B
This was achieved on sales. turnover of
R2475,8m compared’ with the previous
R1981,5m, an increase of 25%. X
A final dividénd df 80c (66¢c) was'delcared
rsnaking a total of 113¢ (93¢) for the year. —
apa :

i s
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Thmgs went badly wrong for OK
in the second half of financial '91.
So badly wrong that-a 12,7 per-
cent earnings advance at the in-
terim was, turned into a 26 per-
cent collapse in full-year earn-
m i

If i;here had nofiheen a signif-
icant change.j #flﬁ?ﬂa et of
tax (the taxf cha L’e 4 qwﬁ to

R4,4 million” froni R14 6 null Qn), ,
the bottom-lirie’ &ﬁrould Haye’been"
muich-grimmer."

Pre-tax profit was down 44
percent to R19,4 millien from
R35 million,

Thi¢ grirfi picture on the in-
come statement is not reflected
in the balance sheet.

DeveIOpmepts on this front are
quite encouraging. Stocks were
up by only’ six percent from
R688,2 nillion to R729,4 million,

This is a commendable
achievement in the face of a 138
percent increase in turnover — it
reflected an improvement in
stock fun from 56 times to six
times.

Thére was' an increased use
of creditors, with interest-frée
current liabilities up 21 percent
to R691,6 million (R571,3 million).

The combined effect was a re-
duction in working capital, which
helped hold the increase in inter-
est charges to 15 percent and
gearing to 71 percent (67 percent),
despite’capex of R65 million.

It séems none of this was suffi-
cient to 'save the income state-
ment from the ravages of the
grim socio-economic conditions
thati preva:led in the 12 months to
March..

The 13 8 percent increase in
total sales includes an Jincrease
in+food sales of ;nine..percent —
way short of the inflation rate.

The remainder .was: made up
by comparatively strong non-food

. gross margins, other factors!cut
* the net operating marginé"—

. wharehousing system, (This hit in

.Ing costs that are fixed in the

! w‘f.

..‘4.';

aars
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12 mlh 12 mth
31/3!9! 31/3.’90 Chonge
Tumover (Rm) 4800 4219 14

Operating profil (Rm) 67,86 684  —15
Opersting margin % 1.2 16 —
EPS ¢} . 1203 1830 262
Dividend (c} 63 86 -27

1560
12,96

1860 -

Share price
11,0 -

PE ralio

sales, resulting in the food/non-
food sales mix shifting to 58/42
percent split.

In0 financial '90 the sphtgwas“
0/4
While this change helpedg Lt

(=2

from 1,6 percent to 1,2 percent -
The other factors included an
increase in shrinkage and unex-
pected teething problems with
the introduction of the centralised

the second half).
The drop in sales in real terms
meant greater difficulty in cover-

short-to-medium term — which
in turn resulted in margins being
Squeezed.

First-first half sales were wea-
kened by strike activity, which
meant management 'was saved
some labour costs.

However, second-half sales
were hit by economic factors and
socio-political ones such as boy-
cotts and stayaways ~ manage-
ment still had te face the same
labour bill,

As is often the case w1th OK,
the tendency to write it off is
matched by an appreciation” of
its immense potential.

Management is confident, i;hat
the new warehousing sytem has
now settled down.

A re-examination, of ‘the
group’s store portfoho on ‘the
basis of long-term proﬂt cmtena
has led to a number of closures —
with more to come. The'balanee
sheet reflects much tighter asset
mangement.




v

inte: Amrel’s profits.

By Jabulani Sikhakhane | c“
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[Exorey

Ah additional provision of
R5,658 million against hire-pur-
‘éHase debtors in lower-income
furniture operations took the
the shine off Amrel's perfo-
mance for the year to March,

MD Stan Berger says it’s .

been the intention of the group
to upgrade the quality of its
debtors for somé time.

Earnings per share were up
six percent fo 260c from 245c. A
final dividend of $9¢ has been
declared for a total payment of
87c (82¢). o

-Boosted by a strong perfo-
mance in the furniture division,
which increased turnover
24'percent, group turnover rose
21 percent to R1,030 billion
{R249,057 million).

Mr- Berger says the furniture
division contributed about
65 percent of turnover and
70 percent.of profits.

- Prestax profit rose 19 pereent
to R48,025 million (R40,363 mil-

Defaulting debtors eat

-

lion).

The group benefited from a
lower tax rate, thanks to the ad-
justment of the cumulative de-
ferred tax halance, which took
into account a two percent re-
duction in the company tax

‘rate.

~ As a result, tax payments

.were slightly lower at

R18,18% million (R19,175 mil-
lion). .
Taxed prefit improved
14 percent to R24,178 million
from R21,188 million. After
equity-accounted earnings of
associates and earnings attrib-
utable te outside shareholders,
attributable earnings rose six
percent to R23,993 million from
R22,566 million.

The increase in capital ex-
penditure for upgrading and
modernising certain stores was
offset by minimal working capi-
tal requirements. £
+ Ag diresult, borrowirigs rose
R18,3 milllon to;R113,675 mil-
lioh. |




estmen

TR

The Small Business De-
velopment Corporation
(SBDC) has received its
largest single investment
from an intemational
company to date. -

Hoechst S4, 3 wholly
owned subsidiary of the
multinational chemical
company Hoechst AG in
Germany, has bought
SBDC shares worth
R25 millien.

Hoechst's involvement
follows hard on the heels
of a recent R70 (00 invest-
ment by German com-

y, Bosel.

The investment is
linked to 2 SBDC indus-
trial hive project, aimed
at stimulating self-em-
ployment and job creation
opportunities.

In terms of its contract
with Hoechst, the SBDC
buys Hoechst’s previous
head office site and build-
ings in Industria, Johan-

nesburg
The office block on the
property now houses the
SBDC's central region
staff and services.
The training centre will
to run the SBDC's
gmall business training
es on the

ns.

, Five old warehouses
and an old pharmaceuti—
cal plant will be convert-

which the gRDC bought
from Hoechst at market
value, will in future be
known as Tower Hive.
Hoechst MD, Reinhard
Traub, said: «e see this
jnvestment as a continua-
tion of our involvement
with small pusiness de-
velopment in South Afri-
ca.




COMBINED new yehicle sales increas
13% in April compared with the corre-
sponding month last year, but industry
sources stress that vehicle sales are not on
the road to recovery.

National Association of Automobile
Manufacturers of SA (Naamsa) figures
show combined sales lifted to 26 094 units
Jast month compared with the 23 096 units
recorded in April 1990.

Volkswagen SA spokesman Ronnie
Kruger says April is seasonally a strong

month as purchase decisions are normaily ‘;:

suspended until after the Budget.

Econometrix’s Tony Twine says Aprit T
aided by a better E

sales this year were
spread of public holidays which allowed
more selling days than in April last year.

Passenger vehicle sales for the month
rose 18% to 16 772 (14481) units, while

-

January-to-April sales figures for 1991, at o

20 45 units, were 5% ahead of the 86527 ~
units sold during the

Light commercial vehicies (LCV} sales
increased 10% to 8 562 (7 611) units, but
sales in the first four months of 1991, at
25 100 units, were 6% down on the 37311

units sold during the same

same period last year. Q

period mn 1950.

_

Medium and heavy commereial vehicles
{MCV and HCV) sales remained in the
Soldrums. April MCV sales were statie at
300 units, while HCV gales plunged 21% to
440 units (556). Sales in the four months t0
April were down 18% to 1 360 units (1 656)
and 26% to 1868 (2473) for MCVs and
HCVs respectively. -

Naamsa expects the new. commercial
vehicle market to continue trading under

MARC HASENFUSS

pressure, with unit volume sales off fairly
harply until VAT is introduced.

Naamsa director Nico Vermuelen says
government’s decision to allow companies
to write off more depreciation costs will
help countet corporations’ expected mas-

ive capex deferment during the period
prior to VAT’S introduction.

However, he doubts whether the acceler-
ated depreciation will fully offset.the in-
centive for businesses to defer purchases.

Combined new vehicle sales for the first
four months of 1991, at 107971 (07 067}
units, are in line with motor manufactur-
ers’ predictions.
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CAPE TOWN — Wool-
tiw’s Speciality Retail
Group (SRG) has ap-
pointed two new chain
heads to cope with the
growth phase the group
lé entering.

'} Michael Mark, 38, of
¢ Topies, will succeed
SRG MD Eddie Parfett
=5 MD of the Truworths
chain, while Roy Lish-
™man, 44, financial direc-
tor of Truworths, will
* hecome MD of Topics,
t The ehanges, both ef-
fect:ve from July 1, will
free Parfett from day-
to-day operations to
concentrate on future
expansion through or-
ganic growth .and new
retailing opportunities.

¢ “Once the new ma-
nagement structure is in
place, I will be in a
better position to ma-
age further growth
ithin the group — or-
ganically, as well as
through the develop-
ment of new spec:ahty
?entures and the possi-
le acquisition of com-
Eatlble businesses,”
Parfett said this week.

{ SRG has grown con-
siderably since it was
established three years
dgo, with the expansion
nd automation of both
the Truworths and To-
ﬁms chains, the develop-
ment of Truworths Man
d Daniel Hechter and
the start-up of the home
shopping venture, Lead-
ing Concepts.
. IL The group’s proflta-
ility index has risen
steadily in recent years,
growing from a base of
00 in 1986 to 808 in the
1989/90 financial year.

o
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MAJOR furniture manufacturer Associ-
ated Furniture Companies (Afcol) turned
in 3 ;&4% dropﬂ’ in earnings for the year to
end-March. 5 | (]

Turnover slowed fr m‘a :Jl%‘guwth in
1990 to an 11% growth in 1991 to R780,1m
(R701,4m), This was due to the downswing
in the economy and measures taken by
the authorities to tighten monetary and
fiseal policy, executive chairman Laurie
van der Watt said.

He said against this background, the
10% increase in operating profit to
R64,2m (R58,4m) was “very satisfactory”.

However, a 29% increase in financing
costs to R25,3m (R19,/m) and reduced

U

Count o
diamond
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CAPE TOWN — The port- pO
ability of diamonds

makes them an attrac-
tive investment in an un-
stable political environ-
ment, says diamond
dealer Winhall and
Holmes director Peter
Winhall.

“They are one of the most
concentrated forms of
wealth known and are
therefore easily trans-
portable ... a financial
lifeboat,” says Winhall.
He quotes the example of
Rhodesia in 1979, where
diamonds were sold at
four times their ruling
price in SA.

However, he says the gems
offer more than “run
money” to the invester
as they have a proven
record of appreciation.
He says that because dia-
monds are traded in dol-
lars, one is in effect buy-
ing doillars when
investing in diamonds.
He adds that diamond
prices are determined
by De Beers, which has
maintained these prices
above the US consumer
price index.

Other advantages of invest-
ing in the gems, accord-
ing to Winhall, are their

gains tax and their free-
dom from management
and government regula-

tion.

Afcol's annual earnings down by 14%

FURNITURE group Amalgamated Retail's (A
tight asset management policy, which included a R5,7m
write-off, saw earnings for the year to end-March in-
crease only 6%. )

Amrel MD Stan Berger said the firm’s policy of tight
asset management was wsteadfastly pursued for the
fourth consecutive year”, and would continue in financial
1992, when he expected minimal growth.

Attributable earnings grew 6% t0 R24m (R22,6m pre-
viously), or 260c (245c) a share. A final dividend of 5%
(55c) was declared, bringing the year’s dividend up 6% to
87c (B2c) a share.

Turnover for the year increased 21% to RL03bn
(R349m), boosted by a strong contribution from the furni-

“was partly ¢

[ MARCIA KLEIN |

contributions from associated companies
saw attributable earnings drop by 14% to
R40,0m (R46,7m). Earnings had dro

by 9% at the interim stage.

The full-year dividend also ed
by 14% to 81,5¢ (95¢) a share after a final
dividend of 34c (42,5¢) was declared.

Van der Watt said cashflow from ope-
rating activities increased “by an impres-
sive 29%" due to effective working cap-
ital management. Also, interest bearing
debt had dropped to R95m (R117m at the
interin stage), representing a gearing ra-
tio of oniy 37% (46% at the interim).

Tight asset control
to remain Amrel’s

2102 51514
, Says

MARCIA KLEIN

ture division, which increased its turnover by about 24%.
Berger said poor consumer confidence, battered by
high interest rates, unemployment, unrest and violence,
ushioned by the relaxation of certain hire
purchase restrictions on appliances in March 1990”.

Operating profit was 19% up at R48,0m (R40,4m).
Berger said this “bore testimony to management's strin-
gent overhead controls”.

However, R5,7m was written off as an “abnormal item
against hire purchase debtors in the lower income furni-
ture operations”.

Berger said
the light of the current recession.

An R18,2m (R19,2m) provision for current and deferred
taxation, lower because of adjustment of the cumulative
deferred tax balance, saw profit after tax 14% up at
R24,2m (R21,2m).

Berger said Amrel continued to provide for deferred
tax. Relatively favourable phasing out arrangements on
debtors’ allowances had been indicated.

Capital expenditure to upgrade and modernise strate-
exemption from capital gic stores saw borrowings increase by R18m. Minimal
working capital requirements tempered this, pushing
gearing from 71% to 75%.

The group’s main target for financial 1992was to im-
prove the quality of its earnings, Berger said.

management believed this was prudent in
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Activities: Manufactures and retails furniturs,
and manufactures stainless steef and refrigera-
tion products.

Control: Directors 85%.

Chairman and MD: £ Ronbeck.

Capital structure: 19,2m ords. Market capital-
isation: R40m.

Share market: Price: 210c. Yields: 4,8% on
dividend: 14,3% on earnings; p:e ratio, 7,0;
cover, 3,0. 12-month high, 210c; low, 90c.
Trading volume last quarter, 227 00% s»’war'eqs‘:.l

Year to Dec ]

ST debt (RM) coocrirescersssassesissensens 6,3 7,8
LT debt (RM) .o 49,2 993
Debt:eguity raHIO veeeveeasininiiiirnannn 1,2 2,0
Shareholders’ interest .......ccceneiuene 030 02
Int & leasing COVET ....ueconirenie 33 16
Return on capital (%) ...ooceommiiiinnaes 59 149
Turnover {RM) e 76 216
Pra-int profit (Rm) ... 8,7 333
Pre-int margin {%) . 11,56 154
Earnings (&} .creesneens 18,6 30
Dividends (c} ... . 7 10
Net WOTth (€} ceciniserreeisinnnens 163 182

more than R216m.

The pre-interest margin improved last
year from 11,5% to 15,4%, and management
feels it should increase further once all divi-
sions are contributing. EPS improved by
nearly two thirds, thanks to the turnaround
in Protea Furnishers (see accompanying ar-
ticle). But Supreme Manufacturing encoun-
tered more difficult trading conditions. The
manufacturing arm was expected to earn
S.4c a share, but it earned just 2c. It made a
loss in the first half of the year, in particular
because Mewa, a supplier of stainless steel-
ware to the building industry, suffered from
the siump in the market and allowed costs to
get out of control.

Furniture manufacturer Victeria Lewis
had a disappointing 1990, but is optimistic
that a joint venture agreement to supply
furniture retailers in the UK will help to
compensate for any weakness in the local
market this year, The star performer was
Insulated Structures, which launched a new
range of refrigeration units for national su-
permarkets.

However, SIH’s biggest problem is exces-
sive debt. Net borrowings almost doubled to
R105m, and interest cover was halved to 1,6.
The urgent need to refinance has led to a
R20m rights issue at 160c a share — more
than a 25% discount on the current market
price of 210c.

The ultimate holding company, (unlisted)
Supreme Holdings, will underwrite the

Cents Supreme Industrinl

220

@

Supreme’s Ronbeck ... wants
improve gearing

to

rights issue, but it will not be extended to the
two listed operating companies. Group
financial director Rogue Hafner says the
purpose is to repay debt. SIH incurred
finance costs of R20,3m in 1990. Hafner
adds that SIH is comfortable with its present
gearing and it will stay at the level attained
after the rights issue. However, gearing
would still be about 1,66, and the rights issue
will increase the issued capital by about two
thirds.

The share price has risen rapidly over the
past year but appears 1o be levelling out.
With such a large increase in the share
capital, and interest costs likely to remain
high, it seems the group will be hard pressed
to reach its EPS target of 40c this year.

The share is trading at a generous earn-
ings multiple of 7, though the rights offer is
at a more realistic 5,3. The present p:e is in
line with the average of 6,9 for the building
and construction sector, but SIH is exposed
to a wide range of industries; comparisons
with the industrial holding sector would be
more meaningful. It has applied for a trans-
fer to this sector, where the average p:e is
10,4.

SIH is exposed to some volatile sectors and
its gearing remains too high for comfort. The
share looks expensive at 210c, though the

rights offer price of 160c looks more reason-
able. Stephen Crarston

SUPREME INDUSTRIALTSY o 1S 1Al

200 AR

80 CHANGING SHAPE

Supreme Industrici Holdings (SIH) derives

120 @ts income from a 53% stake in Protea Furn-
120 ; ishers and 98% of Supreme Manufacturing
o0 L Holdings. It was a small, Cape-based manu-
o facturer of stainless steel products until its

interests were restructured with those of
Sam Steele and Victoria Lewis in September
198.9. In the first full year since the restruc-
turing, turnover has almost trebled to

pr Jun Aug Oct ‘Dec Feb Apr
1990 Sourcat J D Anderstn 1991
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1990 Source: J D Anderson 1991
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ments.

Ronbeck, however, forecasts EPS will rise
to 30c this year. But a modification of Sec-
tion 24, which allows furniture retailers con-
siderable scope to defer taxation, would have
a material impact on the accounts. Profurn
has accumulated R5Im under this allow-
ance. Had provision for deferred tax been
made last year, it would have reduced EPS
by 7e.

In view of its recent problems, Profurn has
an understandably low p:e of 2,7, compared
with a furniture sector average of 7,7, Over
the past year the share has gained 37,5%,
though it slipped back from the high of 60c.

Apart from the high gearing, another con-
cern is that reports from the Furniture Trad-
ers’ Association indicate the furniture mar-
ket has peaked. Maraney admits last year’s
boom in the black furniture market contrib-

uted as much to Profurn’s turnaround as did
management itself. He expects this year to
be tougher. Until the group has proved its
ability to cope with a downturn, the share
looks a nsky blly Stephen Cranston

PROFURN gpn 1oISH)
RETAIL EXPANSION

Since Sam Steele Holdings was taken over by
Supreme Industrial Holdings (SIH) in Sep-
tember 1989, and renamed Protea Furn-
ishers (Profurn), the group’s operations have

been restructure d its profitability has
improved, =

Manufacturing ~interests Associated
Cabinets, Stebarn Steel Products and Steele-

COMPANIES

=W\ \o 2
Actividies: Retail furniture.
Control: Suprems Industrial Hg 6%,
Chaoirmon: £ Ronbeck; CE: A Maraney.
Capital structure: 70,3m ords. Market capital-
isation: R39m.
Share markes: Price: 55¢. Yields: 5.5% on
dividend: 37.3% on earnings; p:e ratio, 2,7:
cover, 6,8. 12-month high, 60c: fow, 35¢.
Trading volume last quarter, 646 600 shares.

Yeur to Dec 89 *90
ST debt (Rm) .......ovrvrereeeerern 0,7 —_
LT debt (Rm) ......... . 3386 70,7
Debt:aquity ratio ....... 22 22
Shareholders’ interest 02 4902
Int & leasing cover — 28
Return on capital (% — 31.2¢
Turnover (Am) ....... 71 193
Pre-int profit {(Rm) ...... e 6,00 31,7
Pre-int margin (%) ..... - 16,4
Earnings (¢} ............... .. {129,6) 20,5+
Dividends [¢) .. — 3t
Net worth (e} ..covervveeere 23 45,7
* 16 months trading period.

1 Annualised.

board — were sold and incorporated into
Supreme Manufacturing Holdings, leaving
Profurn free to concentrate on furniture re-
tailing.

The retail furniture sector, particularly
those chains serving the black market, had a
buoyant 1990, and this is reflected in the
Profurn results. After an attributabie loss of
R34,5m in the 1989 year, earnings of
R18,8m were recorded in the 16 months to
end-December. -

. The management team that Supreme in-
stalled closed 13 stores, resited 10 and
opened four outlets for the main Protea
Furnishers chain, Two new chains were es-
tablished: the eight-store Supreme Furn-
ishers in the neighbouring states and the 11-
store TV retailer TV Life. These two chains,
and the Protea Furnishers chain, focus heav-
ily on the black market, According to CE
Alex Maraney; the new chains are making
“major contributions” to profit.

But the restructuring and the expansion of
the retail operations left the balance sheet
highly geared, with debt:equity at 2,2, and
makes the company appear vulnerable to any
deterioration in trading. SIH has extended
long-term loans of R71m to Profuen, at in-
terest rates 3% above prime. The debt was
needed largely to fund working capital,
which absorbed an additional R62m.

While turnover rose by 125%, stocks bal-
looned by 225%, partly because the new
stores had to be stocked. Maraney says Pro-
furn has had to borrow to finance new com-
puter technology and head office systems, as
well as the expansion into new markets. He
contends the gearing levels will look more
realistic when further sales growth has taken
place. He expects sales to reach R200m this
year.

Chairman Edward Ronbeck says ade-
quate provisions have been made for bad
debts and “unearned finance charges.”
Debtors showing three months of nonpay-
ment represent just 2,4% of the total and
these, according to Ronbeck, are fully cov-
ered by provisions in the financial state-
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VIOLENCE, unity among black organisations
and the role business must play in post-
apartheid South Africa, came under focus dur-

ing the three-day annual meeting of the Founda-

tion of African Business and Consumer Ser-

_vices (Fabcos) this week.

The meeting, whose
theme was ““Black Busi-
ness in the Face of Politi-
cal Change; Fabcos as a

Catalyst for Black Eco--

nomic Empowerment’’,
condemned socaring town-
ship viclence.

It was agreed that
steps to end violence
should seek ways 1o ad-
dress the bloodbath with-
out calling off further ne-
gotiations between the
State President FW de
Klerk and deputy presi-
dent of the ANC, Nelson
Mandela.

Violence

In his keynote address
Fabeos president Mr
James Ngcoya said the
Government must use all
its might to resolve the is-
sue of violence without

By JOSHUA
RABOROKO

further loss to human life
and limb.

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

Firearms

“The Govemment is
urged to disarm all other
members of the com-
nunity and to suspend all
existing firearm licences.
No new licences should
be issned.

“Government  should
make the possession of
any lethal weapons illegal
and punishable,” he said.

Ngcoya called for an
urgent and unconditional
meeting between Man-
dela, Inkatha president
Mangosuthu ~ Buthelezi,
PAC president Mlambi
Makwethu and Avapo
president Phandelani Ne-
folovhodwe.

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

Carnage

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

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

Plea

Dr Oscar Dhlomo,
chairman of the Multi-

Party Democracy, cailed
on the ANC and Inkatha
leaders to comtinue tafks
about peace, difficult as it
might be at this time.
“There is no alternative
to Peace angd- reconcilia-
tion,”'he said.

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

He urged that Fabcos
play a leading role in ad-
vancement of black busi-
ness.
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MILLIONS of rands of World Bank Ioans

set to pour.into, South Africa to assist black

busmeSSESa 1"3-‘?{‘4{5;34 if'ie‘;n'\‘»‘.w Lo dl-:‘! -:@E';:.‘EQ: '_,

This follows 3 Miceting 'fast ‘Week between offi-

cials of the United Nations development pro-

gramme, the Africa Project Facility and about 50

black Cape busmessmgn. NP SV N

'~ Mr Desmond Crowie of Philippi-based Desmond

Crowie & Sons Construction, who organised the
meeting, said the World Bank was set to open an
office in either Cape Tawn or Johannesburg in the
near future.to administer funding. .. u5 ot .

- *“They are looking t6 providing loans of between
R500 000 and R5million to black busiressmen but

will consider lgwer amounts if warranted. fhes =

IR ST TSI Wty ey L Fhe T
“However they are only interested in hqsinas?
men who have a'proven track record and & viable
concern. They are more interested in aiding expan:
sion of existing businesses than sfarting new busi-
nesses, from scratch,” he said. 3« ¥ ol ko
Mr Crowie who was approached by the World
Bank/International Finance Corporation. in- Wash-
ington DC to set up last week’s meeting, said the
World Bank was interésted in aiding black busi-
nesses “to help level the playing field so we can

5

compete in an open market in a fiew South

Afriea”. =* " Ful L Bee hy 4 & B
“Black businesses definitely need offshore fund-
ing due to the high interest rates of recent years
and the continued hesitancy of financial institu-
tions to provide funding for black businesses.” : -
" He said officials had indicated that loans would
be provided at interest rates of between six and 10
percent. v f Tals e ERE o e R
“They are looking to establishing joint ventures
with local businesses and will remain involved in
the administration of the companies on a mentor
basis until such time as the loan is paid off)” he
said. AR S LR A SO T i
- He said he was confident the World Bank would
“move shortly” to establish a South African office
in spite of remaining sanctions against South
Afriea, . .- . e Tt 2
“They appear confident that the move away
from an-apartheid society is irreversible and the
sooner they start providing funding the better for
all concerned. - &t~ -7 7 o
¢ “'Developmeénts’éver the next six months will be
critical but we are confident they will have estab-
lished a South African office within a year.”
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GORDON HOOD No room for Morn and Pop stores in the groupd e

11 down and

L Siwes 121619)

to close at the

THE CLOSURE by 0K
Bazaars of 11 shops in its
200-plus chain will have
severe implications in the
year ahead.

The rationalisation pro-
gramme' — two stores were
closed in the last month — has
some way to run, but manag-
ing director Gordon Hoed will
not be drawn on the final ca-
sualty total.

The:first branch closures,
disclosed in OK's disappoint-
ing preliminary report, cost
the group R83-millien in ex-
traordinary write-offs in the
year to March 31.

Touigh times led to a 26,2%
fall in earnings after a 13,8%
increase in turnover to R4,8-
hillien.

The decision to close stores
follows a ‘“‘strategic re- .
examination”,

e

The examination highlight- -

ed a category of shops which
were not performing in line
with group demands, says Mr
Hood. :
‘ 'Typlcally, they do.not
dominate’in their area. Many
- are-20 to'30 years old-and do

. not- havev ;sufficientparking. |
- Many. are too"small to carTy.

the fullw;urange Jof ”goods,

———

By IAH SHITH

ineluding furniture and
appliances.

Sales growth in some cases
is down to 6% or 7% a year.

“Reluctantly we have de-
cided stores in this category
have no place in the group,”
says Mr Hood. “They should
be ‘Mom and Pop’ stores
where the owners run the
business and have flexible
pricing and can reduce
shrinkage to nil. Then the
stores would have a future.”

Theft

He says their poor per-
formance has distracted {op
management ‘from - the big
issues.

“They have taken‘our eyes
off the hail.”

The closures have resulted
in minimum retrenchment,
and the objective is not to re-

ore

duce OK's head count, says
Mr Hood. “We have operated
with a staff complement of
about 25000 for the past 10
years and T do not see this
figure changing much.”

The shops at risk probably
have a monthly turnover of
R400 000 to R500 000 and will
be replaced by two Hypera-
mas likely to generate sales
of Ré-million to R7-million a
month.

A R52-million Hyperama
at Kempton Park is due to
open before Christmas and a
deal is about to be signed for a
super store at Midrand.

They will generate many
jobs, but there could still be
problems in transferring
staff,

The yearend figures, which
disappointed after a promis-
ing first-half, showed that op-
erating income fell 154% to
R57,8-million. Attribotable in-
come was down 281% at
R149-milliosi, and earnings
fell from 163c a share to

120,3c. The final dividend was
slashed to give 63c for the
year compared with 86¢ in the
previous year.

The proup’s heavy expo-
sure to the mass consumer
market meant it was vilner-
able to politically induced
business boycotts, stay-
aways, soclal unrest and ris-
ing unemployment,

The lower fixed overhead
recoveries as a result of de-
pressed activity were aggra-
vated by “abnormally .se-
vere” shrinkage — theft.

Benefits from the group’s
central warehousing distri-
bution system, expected to
flow from last September,
only began to come through
in February.

Mr Hood says forecasting
in “present volatile socio-
economic conditions be-
comes ever more specula-
tive”. He does not expect
much improvement in the
economic environment and
the real disposahle income of
consumers in the lower- and
middle-income groups.

That said, it's not all bad
news from OK Bazaars.

With two serious strikes in
the last three years behind it,
the group concluded this
year'’s wage nmegotiations in
the shortest time in a decade,
says Mr Hood.
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FORECASTS of a depressed = s
car market this year may bé By DU ROBERTSOH
}vrong because }s‘gles for thﬁ ~
irst four months are muc
b‘;ftter than ex;ected. 16772 from 20368 in Mareh,
Although car sales in April Eysuallv a good month. Sales
fell by 17.6% compared with Nin April last year were 14 431
March, total vehicle sales for ight commercial sales In
the four months are 47% April fell by'13,9% to 8582
higher than in the same Ume from 9966 in March, but
last year. were 99% higher than In
Sales of commercial April 1990.
yehicles, including light com- Medium commercial vol-
mercials, are well down and ume dropped to 300 units
this is “a source of serious  from 366 in March. Sales
concern”, says_the National were 208 in April last year.
Association of Automobile Heavy commercials fell by
Manufacturers of SA 21% to 0 from 557 in the
(Naamsa). previous month and 5956 last

Car sales in April fell to year.

¢




Pepkor ‘trading successfully

CAPE TOWN ~ Retail group Pepkor has
opened a store in the UK through a recent-
ly established associate company, and is
trading successfully.

The investment was part of a major plan
to expand the foreign markets the group
had developed in Europe during the past
eight years and to open up new markets in
the East, sources said yesterday,

Pepkor chairman Christo Wiese said the
group had established an associate
company in the UK.

It is understood the company — a small
chain store operation — was formed

through a link-up with a British retail
group. The investment is likely to have
positive spin-offs for Pepkor’s local
suppliers as much of the UK operation’s
stock will be produced in SA,

Wiese sald: “We believe there are good
opportunities in foreign markets for Pep’s
formula of retailing mass market clothing
to the lower income groups. It does not
seem a3 if the big UK companies are strue-
tured to focus speclfically on the lower
income clothing market.”

[}
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‘More than'a

MORE than 1-million chitkens were sold
by two supermarket chains in a flurry of
actlvity last week,

The Rainbow and Bonny Bird chickens
were sold by OK Bazaars and Checkers.

More than 800000 chickens were sold
during the OK’s three-day special offer ~
at R2,99/kg. Shoppers clamoured so furj-
ously that some of the birds did not even

touch the shelves.
ChecKers sold about 900 tons of chickens
at R3,49/kg during the week of Its nation-
wide promotion, a spokesman said,

The retail chaing' special offers arose

from producer Rainbow wanting to move
an oversupply of ahout 1-million chickens.

Rainbow national marketing manager
Bill Brown said on Friday that the chicken
price was totally determined by supply
and demand, and there had a sales slump
after Easter. Rainbow had to move itg
stock — mainly whole birds — which could
not keep for g long time.

Brown suid the lower prices generated
“store traffic", and Rainbow was “ex-
tremely happy with the results”. Other

offers in other chain stores, he added.

OK marketing director Mervyn Krait-
zick sald the OK sold about 80% more
chickens than expected. The promotion
was “an unbelievable suceess and indicat-
ed that the consumer was looking for an
opportunity to save money”.

At the OK’s selling price it actually lost
money, but the promotion was a “Joss
leader”. It was an opportunity to give the
consumer & good deal and to draw custom-
ers. As the opportunity arose, the OK
would have more promotions, he said.
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“Signs of

‘a deal on Barplats”

RAND MINES’ decision to inject R70m, in
conjunction with Anglo American, into its
Barbrook gold mine — which has been out
of action since December — may indicate
that the group is close to signing a deal
with Genmin over the future of its Barplats
platinum operation. (o 13514 |
Analysts said on Friday the group’s deci-
sion to spent millions of rands on the gold
mine, which is operating on a care and
maintenance basis until there is a substan-
tial rise in the gold price, was potentially a
cause for concern. They said it was impos-
sible to predict the long-term movement of
the gold price and while the metal may
have hit its lowest ebb, there was no sign
that the price would rise in coming months.
If that was the case, Rand Mines risked
“another ERPM” if it continued to spend
money on the basis of unrealistic assess-
ment's of gold’s upward movement on

" than R230m this year.

| MATTHEW CURTIN B
which a mine's viability depended,
ERPM’s survival was secured only with
assistance from government and banks,
and hopes to revive the mine depend on the
newly commissioned Far Vertical
shaft.

At the same time, ts, whose
Crocodile River mine has had problems
with smelting and maximising under-
ground production, was desperately in
nead of short-term funds. The mine ran out

of working capital in August last year and
has projected capital expenditure of more

However, if Rand Mines has already
sealed a deal in outline with Gehmin in
which the group’s Impala Platinum opera-
tion would take responsibility for Barplats’
futare, then Rand Mines could afford to
release funds for Barbrook.

Morkels bounc

B

dS Imar

|  maARcIA KLEIN |

IN what directors called
“one of the most successful
years in the company’s his-
tory”, Morkels, consisting
of 89 furniture stores and 24
Totalsports sports goods
and apparel stores, in-
creased its earnings by
634% to 23,7c (145¢c) a
share, off a low base.

Morkels, whose five-year
above-average earnings
growth was brought to an
abrupt end in the year to
end-March 1990 with a 35%
drop in profit after tax, in-
creased its turnover by
31,2% to R268,3m (R204,6m)
and its operating profit by
56,3% to R284m (R18,2m)
in the 1991 financial year,

Operating companies
Morkels and Totalsports
both improved their mar-
ket share. Morkels’ turn-
over was 6,9% ahead of the
furniture market, while
Totalsports increased turn-
over by 57,8% compared to
an estimated sports market
growth of 22,8%.

In an aggressive new
store opening programme,
Morkels increased its
stores by seven and Total-
sports opened five stores,
At least six new stores in
each chain will be opened
in financial 1992,

A 43,2% hike in the inter-
est bill to R9,2m (R6,4m) —
due to the capitalisation of
leased assets — saw pre-
tax profit 63,6% up at
R19,2m (R11,7m).

After providing in foil for
deferred tax — taxation in-
creased by 63,3% to R9,7Tm

(e Y A0
et shate rises

back |

(R5,9m) — profit
after tax rose by

638% to R9,5m | Earnings and dividends per share {cents)
{R5,8m). Retained D Eamings B Dividends

income, after
dividends of
R4,0m (R2,8m),
nearly doubled to 18,8
R5,5m (R3,0m).
A full-year
dividend of 10c
was declared,
42,9% higher than
the previous year.
At the end of
financial 1990,

Morkels

23,5 2,7

14,5

Morkels boldly

published its an- G TRST Somee WORELS

ticipated 22% in-

crease in turnover to
R250m and a 42% hoost in
profit after tax to R8,75m
for the year to March 1991.

If these goals were
achieved, Morkel's operat-
ing margin would be 9%
(8,1%), with earnings of
21,8¢ a share. Gearing
would be reduced to 50%.

These results would
leave management in line
for an option granted to
them to acquire 10-million
shares from German hold-
ing company Daun et Cie.

Chairman Rian Pauw
and MD Carl Jansen said
“all the management objec-
tives disclosed to share-
holders in the 1990 annual
report have, with the ex-
ception of the gearing ratio,
been surpassed”.

A considerable jump in
gearing to 128% was main-
ly due to store growth, the
finance lease capitalisation
and the growth in the debt-
ors book. Directors said it
would not be in the share-
holders’' interests to im-

2

prove gearing by raising
additional equity capital,
and Morkels would con-
tinue to fund working cap-
ital with borrowings.

A change in accounting
policy with regard to cap-
italisation of finance leases
resulted in increases in op-
erating profit, interest
paid, total assets and inter-
est bearing debt and a re-
duction in attributable
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earnings equivalent to le a
share.
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1Pick ’n P(&y)

‘aiming, for
t*higher growth
' By Tom Hood. TASWY

w1 s "
| 1"CAPE TOWN — Pick 'n
' | .Pay is taking steps to re-
cIstore its, performancg fo
'sghe high rates’of growth
i of previous years, chair-
“man Raymond Acker-
“man says in’the annual
. report. -
_+ “We ate satisfied that .
‘a total commitment will
“he made in the coming
Zyear, which will achieve
this goal,” he says. '
5, The company has
maintained an unbroken
~pattern of profit in-
Toreases forsihe 23 years
"since its inception.
=~ But-the earnings in-
-verease of 4,5 pecent to
+R86,6 million, though
representing a solid ‘per-
“Sormance in a.recession-
“ary climdite, was less
.than forecast. . o
- Economjc, ‘t,:'qndi?si;bns
“rare still not.easy, but
“there are.many positive
£5igos, inchiding what ap-
Jpears to be;the ‘imminent
#lifting of sanctions. £
(* This, while not having
Jia direct effect omithe
;;pu‘§iness;*will' certainly
Wereate a climateof
T‘grgater confidencflﬁﬁ' :
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~hility of Pick 'n Pay.with
its: customers, is strong,

|

growth of. our market
shar€, and further be-

hensive business plan we
have formulated fori:the
~ coming year will enable

us to demonstrate strong
growth, particularly-in
the second half,” he says.

Shrinkage, as a’per-
centage of sales,;Was
higher in. the year-to
February 28. e

Controls are heing
tightened and shrinkage
should be reduced signi-
ficantly this year. ' °

Start-up costs of the
new Food Hall diyision
were substaniially more
than estimated. . |

Tnitidl problems’ have
been overcome and the
division should prove a
powerful draweard and
contribute to profits. - i

HE="le balieve the credi
whichi is; evident in,the T

lieve that“the compre- . |°

The installation
electronic price-scannir?é
has been accelerated so
that the whole company
will 'bé scanning when -
VATis introduced. on
Septefnber'i30, making it
unnecessary to remark -
every ifem on the.

shc;:‘l’vegz S
age negotiations
have béeniSettled on' an
:ﬁlcabge Eb.as_is, reason-
y satisfaétory to B
parties. o " olioyh
The., setilement (wi
Ihe, setile il
glé‘ﬁ&he}’f“’age"biﬁ by
org-than'16 percern
org:than pgrgent, he
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. o INTAS CAPE '1'(]1

By John Mille;
Star Line

Almost two months after
! sales tax was abolished
* | on most breads, certain
unscrupulous shopkeep-
ers are still charging
* gullible customers sales
A spokesman for In-
- land Revenue said that
. {» since GST was scrapped
. | on almost all breads, it
had received numerous
complaints from con-
sumers who had heen
.| charged sales tax.
» |+ The latest bread types
| to be classified as non-
taxable include kitka,
and cheese, garlic and
milk breads.

Since March, white,
brown, wholeweat and
various sliced or special

it

Certain shops still
scooping bread t

‘ %0
breads have Deen ex-
empt from GST.

Consumers who are
charged sales tax may
contact the Johannes-
burg Receiver of Reve-
nue at 836-2361 or their
local office and, if they
still kave the cash slip,
can demand a refund.

Spokesmen for the
three major supermar-
ket chains — OK, Check-
ers and Pick 'n Pay —
each admit that the ex-
emption on all wheat-
based bread initially
caused confusion and
that a small percentage
of customers were taxed.
However, the problem
had been solved.

Bread rolls and raisin
and rye bread are still
taxable. N
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tion of the superintendent,
Visser, for alleged jnyolye.
ment in the attack,

No further

A’spokesmay for the regi.
dents, Naledj Rampa, said

€ ‘boyeott woqlg end to-
morrow hyg could be extenq.
« Were injured i the  ed if thejy demands were not
réaid, gl{g;éﬂgé xgh}ch—attackers Met, ’
Stormeg i Cainp; destroy. i
ing shack's“!,%carﬁl.g%d attaef?- sp,}?;gﬁfﬁ;',’, E‘ir;ntsvaal Bblice
ing pepp]e"indiscrirninately. .

o enant:Rigty

" CRerman szid thi'ee»‘white
i ‘{:l?g & march tgvipe o men had' been arrested jn
tces: of thg,’loc“a} ‘3°WnSh1,P connection with the attael
authorltyﬁ‘eyesterday, resj- -
ents demandeq t



Furniture retailers pinched
MARCIA KLEIN J{ 20

TOTAL sales of furniture, appliances; 0 qu;n—r_egt

and TVs increased by only 15,1% in March, indicating
that the retail furniture sector was feeling the pinch.

Sales figures have been falling off since the end of last
year. Bouyant sales for most of 1990 — with average
increases of between 20% and 30% — dropped toa 17,6%
increase in January and 20,1% in February.

March figures issued by the Furniture Traders Associ-
ation (FTA) showed across the board sales were “not

“good”, FTA executive director Frans Jordaan said yes-

terday. @joewq ISISI). &

While a 325% increase in sales of affdio equipment
indicated sales in this sector were still fairly bouyant,
they were down on the growth in previous months.

Actual figures — which showed percentage increases
at current prices — reflected a 10,3% increase in furni-
ture sales compared to March 1990, while appliance sales
grew by 20,2% and TV sales increased by 13,7%. Jordaan
said the figures were a cause for concern.

“When you take the current inflation rate of about 15%
into account, we are looking at negative growth in a
couple of areas,” he said.




A big crowd and
to six years In Jail.

maedia representatives gathered outside
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the Rand Supreme Court yauterdayan Winnie Mandala loft the buil

Strong support

THE Western Transvaal town of Ven-
tersdorp was reportedly deserted
yesterday, the second day of a work
stayaway by residents of Tshing
township, with another black
stayaway scheduled to star; at
Krugersdorp tomorrow. ' ° " '

While the three-day Ventersdorp
stayaway is a reaction to an attack
by right-wingers on squatters at
Goedgevonden farm on Saturday, the
Krugersdorp stayaway is to protest
against Sunday’s massacre of 27 peo-
ple by an alleged Zulu impi in Swan-
ieville squatter camp.

A memorial service for the dead
would be held at the Kagiso commun-
ity hall at 11 am tomorrow.

DAmder said yesterday’ Venters-
dorp looked like a ghost town. An-
other store manager who reported a
70% drop in business added there had
been “quite a bit of intimidation”.
However, police said they had not
received any reports of intimidation.
A Ventersdorp town council
spokesman depi re had bee
boycott. 30
Operation Masakhane ior
Homeless spokesman Basheer Lor-
gat maintained the stayaway in Ven-
tersdorp was “100% succesful”.
A decision on the stayaway and a

possible consumer boycott would be
taken today, he said.

The KRO's Mokonyg'm:—s?

for{s\]gqhtersd

orp stayaway

charges of murder could not be limi-~
ted to the six people arrested in con-
nection with the Swanieville attack,
“but the whole $00 Zulu impi. . . must
be charged with common purpose’.

She said the KRO had threatened
the council with mass action if Swan-
ieville refugees were evicted from a
council building in Azaadville,
0 Police yesterday reported two peo-
ple kilted in the latest political vio-
lence in the 24 hours to late Monday
night, including another man found
hacked to death at Swanieville. The
gecond victim was stabbed and
hacked to death at Bomela in Port
Shepstone.
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R20m centre to round
“off top black su urb

U P

.,r ,IN LINE with the. need for the de men [ il and
“ {shopping facilities in black townships and suburbs, a
_"; rﬁﬂzﬂm shopping centre with office and entertainment
~r omponents is set to launch Spruitview, the Bast Rand’s

Thost affluent black area'and first freehold black suburb
LR hub of commerce and enterprise.

} %y The Spruitview Shopping Centre, deveéloped by a syndi-
cate formed by Joel Melamed, Sldney Hurwitz and Jules
- q,qlf,.ewtan, is scheduled for completlun in QOctober,

"4 The multimillion-rand venture has attracted invest- .
“=ithent from major retail tenants like Pep Stores and Link
. Pharmames and is fully let except for the supermarket
Do *a?ld restaurants, for whichnegotiations are under way.

AT

ot ;Dlr “Rentals range ‘from R25m* to R45m* and we will be'
‘offering late-night and weekend shopping,” Melamed

1u

said. [
» “While-we have noﬂ:ﬂ?d‘ed white tenants, all tenants
+#3p far have been black,” he added.
Y9 The east wing entertamment centre has been anchored
by Ster-Kinekor with a 790-seat cinema complex, which
<1 léaves 400m? for a restaurant franchise and a mezzanine
-3£¢¢"~‘area for a disco bar lounge.

-391 " “Comprehensive market research supports our projec-

aciytion that the Spruitview Centre will find enormous sue-
cess as a free-market venture. The total retail potential
¥iizdof the 22 000 households in the centre’s 2,5km radius is
1’0 ¢omfortably within the R19m a month mark ? Melamed
is0said,
&8 AL This figure is set to rise to at least R29m in' two years
-vuand to go as high as R34m by 1995, in present-day
o! dionetary values, he added.
0% .rTodate, 30% of the 2 500m? air conditioned office space
‘has. been let at R20rm?, which offers opportunities for
=~=~rhusiness professionals to set up offiees in close proximity
{ostheir homes.
+In addition, we are approaching leading commercial
n.banks with a view to accommmeodating a central banking
Ziall,” Melamed said,

Erpe
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ﬁPeij Stores
2'feature ‘on JSE
By i;ﬂulaiL Sikhakhane m 5

lant =)

‘have ‘decided to reduce its holding and placed
* these'shares with an institution. - -

firmer..gold - price and a weaker financial

R i g -
1, Tl

roup
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BEP!Stores. featured strongly on'the JSE yes-
tegﬂay, with over three million shares valued
at RBI mil:on hooked over.

Tlns is equal to about 66percent of Pep’s
issued share capital;

The deal was effected at R27 - 200e down
on Monday’s closmg price.

It is believed the book-over relates to last
year’s transaction whereby some institutional
investors sold their holdings.in Pep stores in
return. for a stake in Pepkor.

Thls resulted in Pepkor inereasing lts stake
in Pep stores to around 94 percent from
87 percent.

Market sources believe that Pepkir may

In the'rest of the market, the valie .of gold
shares.rose. by 3,4 percent in response to a

rand. The gold index closed 36 points up to
1094.
On the gold board, AMGOLD featured with

a gain of R10 to R189. Over R7 million worth

of shares were traded 26 deals. .
DRIES rose 119¢ to R35,25 and VAAL '

. REEFS gained 450c to R187,50.

EERSTELING gold mme, which was
placed nder provisional lquidation last week
was suspended at the request-of directors.

Mining financials benefited from improved
sentlmenf on golds, and ANGLO rose 150¢ I:o
RI10L50."

Other features were AVHOLD PP, whlch
rose 25¢ to 550¢, with one million preference
shares traded, taking the trade in the last two
trading days to over two million. .

Ahead of the annual general meeting today,
SAAMBOU fell 2¢ to 168¢, with 593 543. shares
traded.

In the beverage sector, SAB rose 65c te.
R47,15 and ABI added 50c to R14. SUNBOP
and M—NET were a tovch firmer.

- Other gainers were RAINBOW nil-paid let-
ters, which were up 10¢ to 40c, and HLH nil-
paid letters, also- 10¢ up to 60c. RAINBOW

ordinaries rose 20c to 320c.

- DEEP $1,37 to $30. WINKELS was unchanged

® Gold-related shares were slightly firmer
where changed in thin, late London, trading,
reflecting a small napward movement in
world bullion prices, dealers said. - ' -

Gold found support in morning trading
from; a slightly easier dollar. However,
dealers “gaid investors were eautlous: over
bullions near-term direction, with the pre-
cious metal firmly entrenched in its current

' $355/$360 trading range.

Gold;was fixed at $357,95 in the afternoon
after ‘a morning fix of $358, It closed on Mon-
day’ at $357. .

AMGOLD rose $3,75 to’ $56,75 and WEST

at $10,50, and SOUTHVAAL steady at $23,75.
—Snpa-Reuter. Sits s o tUdnads wtr o) 0
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West Rand Bureau

About 400 Krugersdorp traders
voted on Monday night to give
the Crisis Action Committee a
mandate to take further action
to try to end the consumer boy-
cott of the town.

Meeting at the Krugersdorp
Town Hall, the majority of the
traders — all of whom are feel-
ing the &ffects of the boycott
— passed a motion empowering
the action’ committee to negoti-
ate with the ANC regional Wit-
watersrand committee to try to
resolve the boyeott.

The traders also agreed to
suspend payments of rates and
taxes and all municipal levies if
the co}iﬂln'cil was. not prepared to
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také part’in a foriith which ''~race; would have to be released

would include representatives
from different organisations.

Krugersdorp’s management
committee chairman Chris Vil-
joen reacted to this motion by
saying the council would not be
threatened by the action com-
mittee and that intimidating
language would not be tolerated
by the councillors, who had
been democratically elected to
serve the community.

The traders, as a show of sup-
port and solidarity, said they
were prepared to close their
shops for one day. They how-
ever refused to take part in a
march.

The action committee was
also given the go-ahead to ex-
plain to-the Kagiso ANC branch

that employees, irrespective of

from their employment if the
hoycott persisted, as the traders
would be unable to pay their
wages.

Such a step would lead to un-
employment, poverty and an in-
creased rate of crime. The Kru-
gersdorp council and the Kagi-
so branch of the ANC could be
held directly responsible for
this.

The traders asked that the
boycott be suspended for a
period of two months starting
on May 21.

Marshall Fourie, who chaired
the meeting, warned the traders

that they would have to stand

together because “the town is
bleeding and some people want
to turn Krugersdorp into a
ghost town”,
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W Rand traders try to end boycott |

i gy
By Gien Elsas
West Rand Burea!:g‘qql

About 400 Krugersdorp traders
voted on Monday night to give
the Crisis Action Committee a
mandate to take further action
to try to end the consumer boy-
cott of the town.

Meeting at the Krugersdorp
Town Hall, the majority of the
traders — all of whom are feel-
ing the effects of the boycott
— passed a motion empowering
the action committee to negoti-
ate with the ANC regional Wit-
watersrand commitiee to try to
resolve the boyeott.

The traders also agreed to
suspend payments of rates and
taxes and all municipal levies if
the council was not prepared to

[

take part in a forum which
would include representatives
from different organisations.

Krugersdorp’s management
committee chairman Chris Vil-
joen reacted to this motion by
saying the council would not be
threatened by the action com-
mitiee and that intimidating
language would not be tolerated
by the councillors, who had
been democratically elected to
serve the community.

The traders, as a show of sup-
port and solidarity, said they
were prepared to close their
shops for one day. They how-
ever refused to take part in a
march.

The action committee was
also given the go-ahead to ex-
plain to the Kagiso ANC branch
that employees, irrespective of

race, would have to be released
from their employment if the
boycott persisted, as the traders
would be unable to pay their
wages.

Such a siep would lead to un-
employment, poverty and an in-
creased rate of crime. The Kru-
gersdorp council and the Kagi-
g0 branch of the ANC could be
held directly responsible for
this,

The traders asked that the
boycott be suspended for a
period of two months starting
on May 21.

Marshall Fourie, who chaired
the meeting, warned the traders
that they would have to stand
together because “the town is
bieeding and some people want
to turn Krugersdorp into a
ghost town”. '
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Building the Nation

Violenc

stops tills®

from ringin

WHEN dusk falls,
Soweto businessmen
carse.

Gone are the days
when the sound of their
tills vsed to reach a cre-
scendo in the evenings as
residents returned home
from work.

Nowadays, there are
fewer and fewer people
who dare venture out intp
the nlght. The sound of
tills in most shops has
sadly reached a deafening
silence,

While trading hours
for most business con-
cems in the township al-
lows them to open until
3pm, one would surcly
need the patience of Job
to find a small shop at the
corner open after 7,30pm,

Survey

A Sowetan Business
survey in and around
Maponya's Discount store
in Dube, has revealed that
after Spm, nobody walks
near the arez, somewhat
referred to as the central
busmess  distdict  of
Soweto,

The recent clashes be-
tween residents and Dube
hostel inmates has oaly
setved o worsen an al-
ready critical situation.

Mr Lucas Tthahane,
the manager of Map-
onya's Discount Store,
said: '“We had to close
for two days after May 1
because of the violent
clashes around the super-
matkel. .

AN

Curfew -’
“With the Govém-
ment’s curfew stll in
place, we thave also
shortened  our  busi

By ALI MPHAKI

losing a lot of money,
Mashele could not stick
his neck out and estimate
the amount they lost,

At Alex Hair Salon
and video hire outlet, the
situation was no different,

Mansger Mr Jackie
Masike, however, said the
fighting around 1he area
had not affected their
business that badly.

Normal

‘“We clogse at normal
times and our clients are
still coming as usual.”

Big Daddy’s fast food
cutlet  manager, Ms
Margaret Makhetha, said
business was  graduvally
rclunung to normal espe-
cislly during the day,

She said at the height
of the fighting between
hostel inmates and resi-
denis, they had staggered
hours of trade and were
one day forced to close
for the whole day.

**Generalty business is
poor. Some of our patrons

came from the hostel and
now they are afraid to
come and buy.

‘‘Even residents have
dwindled in their num-
bers. It is only during the
day where business is
greduatly  retuming to
normal,”’ she said.

Maokheths  said they
nsed 10 close at 10pm on
weekdays and 11pm on
weekends, but had to alter
their business hours be-
cause of the uncertainty
of the situation.

“Depending  on  the
situation, we now close
arcund 9pm.

“This is bad for our
business, but there jsn"t
mich we can do about
it," she said,

A Sowetan Businecs
team visited the area on
Friday night, usually the
busiest day of the week,
but it looked like a ghost
town.

Not & single person
could  be found
10.10pm.

Near the Dube hosiel,
a8 police Casspir was
parked.

kours by an bour, mean-
ing we now close at Spm
instead of Spm,

“‘Although an uneasy
calm has returned 1o the
area, our business situa-
tion has not improved
drastically,

“We lost  abont
R200 000 for the two
days that we had closed
the shop.”

Also counting  their
Iosses is B]'s Fast Foods,
who were forced 1o close
for four days because of
violence in the area,

BJ's Fast Foods man-
ager, Mr Morris Mashele,
says it is absolutely hope-
less to open after 8pm,

“This has forced us to
close two hours early,

**There is bo point in
keeping staff here when
there are no customers
calling,”* Mashele said.

While agreeing  that
they have and are still

PROTEA GLEN

VOSLOOFIUS EXT 23- EASTFIELB

PRICES INCLUDE:

* Stand

* Hot and Gold watar,

* Fully palntod insida and out.
* Cyrialn ralla.

® Alllight fittings.
* Lovelled garden.

* 2-Badroomed house, lounge, kilchen & full bathroom,
* Al reltration and legal costs,
* Fully plastered inside and out. r %

FOR FURTHER DETAILS PLEASE P

OFFICE 885 -3362-4 or 83




Plck 'n Pay l_l_apes upmarket
food hall rai

RETAIL giant Pick 'n Pay was
confident its new upmarket food
hall division would “not only prove
a powerful draweard but also con-
tribute to profits” in financial 1992,

MD Hugh Herman said in the
group’s annual report that results
for the year to end-February — in
which earnings increased by only
4,5% to R86,6m on an 18,4% rise in
turnover to R5,2bn — were lower
than forecast.

This was attributed to factors
including starting up the food hali
division, shrinkage and a reduction
in investment income.

The food hall, aimed at discern-
ing shoppers who had little time
available for shopping or prepar-
ing meals, was launched in Trans-
vaal stores in the second half of
1950.

Product development on the
new value-added range began in
1989, and there were abomt 500
lines to date, with another 500 ex-
pected during 1991.

The initial focus was on pre-
pared foods, followed by canned

-
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products, wines, fresh produce and
a small range of toiletries.

Herman said that until now,
Pick 'n Pay had forfeited this large
and rapidly increasing segment of
the market.

The group had tried from time
to time to capitalise on this mar-
ket by developing special branded
products, but exclusivity to Pick 'n
Pay, and the advantages thereof,
had not been achieved,

Targeting this new market was
“possibly our greatest challenge
since we introduced hypermarkets
into SA”, he said.

The ecommitment of human and
material resources had been
substantial

The establishment of the food
hall division had cost the group
“substantiaily more than antici-
pated” due to teething problems in
distribution and stock availability.

A team had been set up to man-
age the additional administrative
tasks involved.

(Y | P
¢ profits

Pick 'n Pay’s commitment to
the food hall concept was “defi-
nite”, he said.

Sales growth patterns were al-
ready exciting.

The concept had been enthusias-
tically received and the initia)
problems had been overcome.

The division would consist of a
significant percentage of overall
food turnover in the group in the
future, he said.

A programme to introduce food
halls in other parts of the country
was in place,

The range would be introduced
in certain stores only, due to its
upmarket appeal.

In the year ahead the group was
expecting strong growth. |

A new hypermarket, two Pan-
tries and two PriceClubs would be
opened, and there was also a refur-
bishment programme.

A reduction in interest rates and
the petrol price would increase
disposable income, which should
inerease turnover, Herman said.
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‘Entrg reneurs
bridge conflict

ONLY entrepreneurs, who had hands-
on experience of a free market at
work, could act as a bridge between
conflicting views on SA’s future eco-
nomie policy, Small Business Devel-
opment Corporation (SBDC) MD Ben
Vosloo said in Pretoria yesterday.

Addressing the national congress
of the Public Relations Institute of
Southern Afriea (Prisa), Vosloo said
SA should expect a battle for the
minds of the people between the
forces of individual freedom and en-
terprise, and central econoimic plan-
ning,

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

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

[ THEQ'RAWANA |
whether a concept was ideologically
aeceptable, but whether and how it
worked in practise.

Without job-creating, economic
growth and a prosperous economy,
society would be condemned to im-
poverishment and all basics such as
housing, education and heaith would
fade out of reach. Vosloo said social-
st rhetoric had lost much of its ap-
peal and political momentum. “So-
cialism did not live up to its
promises, Marxism/Leninism and
Third World socialism invariably
lead to authoritarian one-party rule
or even one-man dictatorship and the
violation of human rights.

*... In the final analysis it should
be clear that our hope for the future
does not lie in simplistic ideological
rhetorie. It lies in a refocusing on the
true nature of development at the
grassroots level in towns, cities and
regions,” Vosloo said.
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PRETORIA — There was no doubt

‘Relevance’ of education is a pr@
ed

education was the key to a better
future, but it had to provide relevant
skills and expertise, Small Business
Development Corporatio, WB
Vosloo said. b\D“‘;) {‘Lls -

Addressing a diploma cer: mony at
the Pretoria Technikon’s Faculty of
Economic Seiences yesterday, he
said that should this test not be
passed, there would be no future as
nobody could doubt there was a crisis

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

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

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




BLACK-OWNED retailer
Blackchain hopes to be-
come a partner in a joint
takeover of Checkers, a re-
port in the latest Financial
Mail says.

Sankorp GM Etienne le

L

| Blackchain hopes
for" partnershipin
Checkers, takeover

LIZ ROUSE

Roux has confirmed that
negotiations took place last
week with Blackchain and
its banking associate Le
Compagnie Financiere Ed-
mond de Rothschild Ban-
que of Paris over the possi-
ble purchase of Checkers.
Rothsehild’s Johannes-
burg-based counsellor Jo-
han Eramus also confirmed
to the Financial Mail that
the French bank's assistant
vice-president Patrice
Meunier was in SA for dis-
cussions with Sankorp.

Blackchain. directors |

Paul Gama (chairman),
Sam Motsuenyane (African
Bank-president} and Solly
Sebotsa also attended..,
Erasmus told the:Finan-

cial ‘Mail that Rothschild |

Bangue is talking £o an in-
ternational ehain with good
business experience outside
Europe.,

They'ate now investigat-
ing a possible synergystic
deal, based on information
supplied by Sankorp and
Blackchain: It was hoped to
enter into diseussions with-
in weeks, said Erasmus.

He said the bank's suc-
cessful privatisation ex-
perience would stand it in
good stead in devising. a
mechanism for a broad-
based (black) shareholding
in the future Checkers.

While the foreign inves-
tors would have initial con-
trol of the operation, claw-
back arrangements could
facilitate share purchases
and the broadening-of the
group’s share base.

Blackchain’s Gama told
the Financial Mail the pro-
posed takeover would not
involve any major, shake-

‘| ups at Checkers as existing

managements and buying
arrangements would obvi-
ously remain in place,

Blackchain could offer
Checkers a new image in
the black community and
e,ven!‘.ually branch out into
néighbouring  states, said
Gama.

However, Sankorp’s.Le
Roux says the Blackchain
consgrtium is one of four
serious contenders — along
with{other interested par-
ties = currently investigat-
ing a possible bid for
Checkers and Coreprop. *

hJ

o

A A s SRR B L B N TR Y 1

B A G A RAEIETS W A B RASK AAS WINANAS Y PRRILA

A4 IROME T PR RSB E R A

LRSI @ ABwuAle NTHREAM

sxfenene

O P P

5.

ANE



T - e I S ‘ N
Consumer boycott of -
Ventérsdorp begins: —
f)lD““’\ . ansink L O CHE 3’0
i A s -Day'yeporters -, NG
A CONSUMER hoycott -began yesterday in the western
Transvaal town of 'Ventersdorp following racidl ténsion
* and’clashies near the town last weekend. |
i Opération Masakhane for the Homeless spokesman
"Bashéer Lorgat said the regidents of Tshing township had
A__,d‘éciﬂ‘gfi*i‘ ‘on the move at a mass meeting, Sapasreports.
s However, a three-day work stayaway, which started
e _on Monday, has ended. ‘
o The'consumer boycott will be reviéwed on June 13, but
“t-* Lorgat said it was likely it would continue “unless there
“lare concrete, dramatic developments”. )
t Lorgat said earlier discussion between Tshing com-
“munity representatives and local authorities yesterday
. had proved unsuccessful because the community leaders
i 'were opposed to the presence of Transvaal Provincial
| Admipistration officials. . , L
" Véntersdorp town clerk Gerrie Herman said he had not
been:notified of the residents’.decision. i
Yesterday diplomats, churchmen and politiciaps gath-
ered at the western Pransvaal farm of Gueglgevonden
near Ventersdorp to show their concern for the squatters
there: who have no food or water. .. 'ty
However, armed Department of: Agriculturesofficials
guarding.the gate refused to allow the visitors:
meeting was. conducted over a barbed wite,fence.
, Police yesterday: reported finding the'body, of
wv_gri\ti,igbn}l,et wounds in S&vanigville Squaé

tRand, where 37people were killed hE

isg: ‘;dstgl"d}ivellerswnnSunday:r,Anét‘ n-body:
S Manidela: sqiatter; caip’ Tn' Katlehongtitv i

uma;Rights Commission (HRC)'said: yesterday

at 1¢asti314:péople had been killed and :611 injured in

unresg-Felated ificidents/ i, Marehiayin ‘e s .

- Tnits latest report on représsion-the:HRC said 206 were

killed and 485 injured in the PWV region alone.
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A consumer boycott was yester-

day 1mposed on the western
Transyadl town of Ventersdorp.

Operation Masakhane for the .

Homeless spokesman Basheer
Lorgat said the residents of
Tshing township, outside Ven-
tersdorp, had dec1ded on the
boycott at a mass meeting.

The decision will be reviewed
on June 13, but Mr Lorgat said
it would probably continue
after that “unless there are con-
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crete dramatizue velapmen{s

He said the meetmg was 4
follow-up to 2 meinoraridum de-
livered on Monday -which de*
manded the.nesignation of
Tshing's town clerk and-ap 1m—
rovement in serv1ces-.to
township or, faﬂmg".that a re
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BUSINESS came to & near standstill
in Krugersdorp yesterday when work-
ers observed a stayaway call by the
Kagiso Residents’ Organisation (KRO)
to commemorate victims of last Sun-
day’s killings in Swanieville. > » .

Krugersdorp Chamber “of Commerce
and Industries president Marshall Fourie
said the stayaway was 70% effective.

“The town is quiet today (yesterday) and
according to the information we have re-
ceived from our members a major portion
of their black workforce did not turn up for
work,” he said. v
Fourie added yesterday’s stayaway “ex-
acerbated” the woes of the local business-
men suffering-the effects of a consumer
boycott which began four weeks ago.
Krugersdorp businesses canvassed by
Business Day reported worker absentee-
ism of between 7% and 90%. -.

A Pick 'n Pay spokesman said 30% of
their Kagiso worskforce did not turn up for
work while a Checkers spokesman said
absenteeism rate at their four hranches
ranged from 7% to 55%. 4 =
Businesses in Chamdor — an industrial
area on the outskirts of Kagiso — reported
low attendance percentages. = |
Police reported 10 arrests and one injury
yesterday in the western Transvaal town-
ship of Tshing, where residents voted to
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Limpose a consumer hoycott on Venters-

n Kngl yestorday. :
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dorp, Sapa reports. - [ ¢ -
The boycott resulted from last Satur-
day’s attack by right-wingers on the near-
by Goedgevonden squatter camp.
Although township residents earlier had
reported that khaki-clad members of the
Afrikaner Weerstandsbeweging were pre-
sent when police raided Tshing at about
1.40pm, police said these allegations “oan-
not be confirmed as there is no evidence of
their involvement in these incidents”.

r

* Operation Masakhane for the Homeless
reported 13 people were wounded in the
township during the day but police report-
ed only one injured man — with birdshot
wounds — who was arrested and charged
with public violence.

On Wednesday at least six people died
and 64 were arrested, police confirmed.

At Kagiso three women were hacked
and stabbed to death, and a delivery
vehicle was badly damged when petrol- |
hombed. o '
.. At Thokoza, near Germiston, police
found the body of a man who had been shot.

Two men were hacked and stabbed to |
death at Gamalake, near Port Shepstone.
One man was arrested. i

In Cape Town, police arrested 39 people [
who had staged an illegal placard demon-

stration in the CBD, Police said the group |i:

had ignored a warning to disperse.

- — -
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OK BAZAARS Fw 1A1S1A\
POOR SECOND HALF

For the second year running OK had a disap-
pointing year after encouraging interims. At
haiftime MD Gordon Hoed predicted that
earnings would be maintained if there was a
stable trading environment. Recent results
from Score, where earnings fell by 47%,
already indicated that food sales to the black
market are anything but stable. Boycotts and
unrest hit the OK almost as badly in its core
food business, and were the main contribu-
tors to the 26% earnings decline.

There was some good news. Hyperama
maintained its good performance and the
furniture and appliance division had a good
year, in line with the retail furniture sector.

FAR FROM OK

Year to March 1990 1991
Turnover (Rm} ...coeeeennne 4219 4 800
Operating income {Rm) .. 68.4 57,9
Attributable (Rm) .......... 20,2 14,9
Earnings (€} ..cconrrnmennians 163 120
Dividends (g} ...ocovuenreinns 86 63

The clothing division, which operates in the
difficult cash part of the market, at least held
its contribution. Without these resuits would
have been catastrophic.

Hood says the introduction of central
warehousing caused more problems than ex-
pected, and benefits were felt only from
February. This year the system should help
improve stockturn and reduce shrinkage. But
OK has no plans to bring scanning into its

' stores, even though it pioneered the concept

in its Randburg store. Management believes
that returns from scanning do not justify the
expenditure, and argues that the benefits of
central warehousing are more tangible.

OK should also start reaping the benefits
of its more focused store portfolio. Hood says
too much is being read into the programme
of store closures, which will affect about a
seventh of store numbers.

“We arc not going through a massive
retrenchment. Our staff complement will re-
main stable. Our total floor space is actually
growing and one Hyperama can replace the

coninaalR —TP

B 1 HST (o)
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sales of 15 small stores.”
_ An imponderable this year will be the’
introduction of VAT. It will increase the cost
of a shopping basket, and could reduce de-
mand for more expensive foods such as meat,.
Rcta.iler_s will no longer enjoy the benefits of
earning interest on GST before it is collected
by Revenue.

NFvertheless, a whole category of loss-
making smaller OKSs is being culied. These
stores cannot be enlarged and so can't carry
an adequate range. Closure of the first nine
stores led {0 an extraordinary loss of R8,8m.

But after the closure programme is com-
pleted, OK will still be left with a number of
poor performers in its superstore category,
which are deemed to have a long-term
future. In particular, the Alberton store has
suffered from recent black boycotts, and the
Ma.ritzburg store was the site of shootings,
which understandably kept people away,

The programme of opening seven or eight
stores a year has been maintained and autho-
rised capex this year is up from R45m to
R66m. Hood says the proportion of good to
bad stores is constantly increasing.

Ultimately, the chain needs to get more
feet through its doors. Turnover grew by
13,8%, though food turnover by somewhat
less. OK will now build its marketing around
core areas of strength. It will focus on suc-
cessful departments such as music in suc-
cessful stores. But one analyst points out that
the OK formula itself, to be all things to all
geople. is the basic problem. It has too many
lines and is competing against focused busi-
nesses in all product categories.

The devastation in profit performance was
not repeated on the balance sheet, which
shqwed signs of tightening cost control and
strict cash maragement. Stockturn im-
proved from 5,6 to 6,0. Gearing of 71% looks
high for a business which is 85% cash, but at
least was not markedly worse than last year’s
67%. But OK continues to disappoint and the
share cannot be recommended until it starts
producing better returns. Stephen Cranston
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CNA-GALLO ™ sl
PROUD RECORD @

CHA-Gallo has one of the most impressive
charts on the JSE. Since the market Crash in
1987, unabated demand has pushed up the
share price more than sixfold. It traded at a
375¢ low that November; two years ago in
May was 875¢c; a year ago 1275c; now
2 375¢. How is this performance justified?

Simple, really: grow EPS by a compound
45% a year for five years. It is a remarkable
achievement but precisely what the company
has done. This includes the 1991 financial
year when performance was stultified by the
state of the economy.

Nevertheless, while growth was curtailed,
EPS still rose a healthy and creditable 19%,
slightly in excess of the 17% gain in turnover.

Earnings come meostly from 315 CNA

e h
:
En alslal /30
‘ "-T I T -~ 7
. reté_lil outlets, which account for 74% of turn-
glter and about 70% of profits. The balance is

lgeRerated by what MD Dennis Cuzen terms
“fhe entertainment division,” which includes

|wf885ic, manufacturing, distributing and pub-

MisHing companies as well as the promotion of
haists and musicians.

., Because of the dependence of the video

- Hfdusiry on the film industry CNA-Gallo
“§3piick a deal with Nu Metro Cinema group.
Wholly owned Gallo Home Video was
a%bersed into Nu Metro and CNA-Gallo
bought 50% of the merged entity for about
R16m net. This brings much greater access
to theatres, video distribution and theatrical
«distribution, while expanding the influence
irrdngfentertainment industry.
21:{dabﬁf!ﬁ\1‘ther development was the acquisition
1 b .

Source JO ANDERSON

1990 1891

1988 1989

a5 one-thitd of SA’s first compact disk
‘dfghufacturing plant, Compact Disk Tech-
’ ilogies. The first phase involves a R%9m
~ttestment in plant which will be increased
ebo® 14,5m over the next three years as the
- Ipkamt becomes fully capitalised. Cuzen envis-
- esthat involvement in this area of produc-
“eitiprholds exciting potential for the enter-

tainmentsdivision and for CNA retailing.

strongwith—litthewssot 1
—Should borrowings be needed, Ompija, a
partnership b}gﬁﬁ%r‘l $ouisndhdf Pg;ﬁr
which owns 68% of CNA-Gallo, is always
there. A negative factor in the income state-
ment is the doubling of interest paid. Cuzen
explains that this reflects the 1989 purchase
of the balance of the 21% stake in Waltons.

Prospects this year are clouded by the
state of the economy, but Cuzen is again
optimistic for real growth. If share price
behaviour is anything to go by, there is
nothing to suggest that this won’t be at-
tained. Gerald Hirshon

~ferm debt. .

COMPACT GROWTH

Year 1o Muorch 31 1990 1991
Turnover (Rm) .. eeeens 680 798
Operating profit {(Rm) ... 73,7 92,1
Earnings (Rm) ......ccoeeen 45,8 55,2
Earnings (e} ....... 142 169
Dividends (€} ..oovvivrrenens 55 67

The stm#udited eHliicao$adeE remains.. _
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| ‘busmess

~|Business " leaders indi-

JPresident F-W de

Jsceptlcal from a. hlgh—

. 'The" bneﬁng, the big-
since'last year’s Carlton

‘héld under the auspices
bf thie Consultatwe Busx—

ervddan
andela

Oown' Correspondent
JOHANNESBURG. —

cated they would prefer

Klerk’s summit on vie-
letice to go ahead with-
outthe ANC after emerg-
ing. disappointed and

lével ‘briefing on yio-
lence by Mr Nelson Man-
dela yesterday

IR

gest™ ‘meéeting “between
busmess and the: ANC

conference, .wasat the
ANC's’ réquest; -and was

-_“blew”xhls chance to.win |

pathy by portraymg the
ANC, as mnocent vmtlm
-of the, violence-and fail-,
ing. 'to" explaln why

'other e

"Many present ‘had puti].

‘violence ' issues’ They

ess Movement

.....

Group S headquarters
its‘mai ‘purpose was to |
allow Mr. Mandela tolexé .

Prommen busmess
sources said Mr Mandela :

understandmg and sym-.

I3

people were klllm ‘each

“"‘You ‘cannotitreat
businessmen- llke ‘fools, '

e ,.|__..._ e -

a lot of energy mto the

are well informed and
know the explanation is
not that simple. -
“They will not accept
pious exclamatlons of
innocence,” ____
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CHECKERS
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A NEW CONTENDER EMERGES

Can o minnow swallow a whale? Not really
— but with a lot of faith and a line into an
overseas source of finance, tiny black-owned
retailer Blackchain hopes to achieve the im-
possible by being party to a joint takeover of
Checkers.

Sankorp GM investments Etienne le Roux
confirms that “negotiations took place™ last
week with Blackchain and its banking asso-
ciate Le Compagnie Financiere Edmond de
Rothschild Banque of Paris over the possible
purchase of Checkers,

Rothschild’s Johannesburg-based counsel-
lor Johan Erasmus also confirms that the
French bank's assistant vice-president Pa-
trice Meunier was in SA for discussions with
Sankorp. Blackchain directors Paul Gama
{chairman), Sam Motsuenyane (also presi-
dent of African Bank) and Solly Sebotsa also
attended.

*Raothschild Banque is talking to an inter-
national retail chain with good business ex-
perience outside Europe. They are now in-
vestigating a possible ‘synergistic’ deal,
based on information supplied by Sankorp
and Blackchain. We hope to enter into for-
mal discussions within weeks,” says Eras-
mus.

Rothschild has extensive experience in
merchant and commercial banking, special-
ised offshore financing, portfolio and asset
management, back to back transactions, bar-
ter trade and privatisation.

Last October, a Paris seminar for previous
Trade & Industry Minister Kent Durr was
attended by Rothschild Banque clients rep-
resenting “a combined turnover of FFr856bn
(about R428bn).” Erasmus says the bank’s
successful privatisation experience in coun-
tries such as Turkey, Hungary and Czecho-
slovakia would stand it in good stead in
devising a mechanism for a “broad-based”
(black) shareholding in a future listed
Checkers.

“While the foreign investors would obvi-
ously have initial control of the operation,
‘clawback’ arrangements could facilitate
share purchases and the broadening of the
group’s share base. Moreover, Blackchain’s
experience in and contacts with the black
community (through the 100 000-member
Nafcoc) would afford a Checkers under new
ownership increased entry into the black
market,” he says.

But Sankorp’s Le Roux says the Black-
chain consortium is one of four serious con-
tenders — along with “many other interest-
ed parties” — currently investigating a
possible bid for Checkers and Coreprop. Ne-
gotiations between Sankorp and an lIsraeli
consortium, which made a previous bid for
Checkers, fell through last week.

“But I doubt if we will seal any deals

Yo N [
Motsuenyane . ..
looking for leverage

before we have completed the unbundling of
the Tradehold group (which holds 54% of
Tradegro). This will not be before the end of
June or beginning of July at the earliest,” he
says.

Nevertheless, Le Roux does not exclude
the possibility that Sankorp may accept a
provisional offer before that. Even after un-
bundling, Le Roux doubts if the Coreprop
and Checkers interests can be sold separate-
ly. “Tradegro is the guarantor of the leases
between Coreprop and Checkers — so the
bidding will either have to be for an unbun-
dled Tradehold or for Tradegro (which in-
cludes Coreprop and Checkers),” he notes.

But a deal with Blackchain does have its
attractions. Black buying power in the food
and non-edible grocery areas is immense.
Marius Laubscher, research director for the
Human Sciences Research Council in Pre-
toria, estimates annual food purchases by
blacks, based on 1990 prices, at about
R11,6bn. The balance is made up by whites
(R8,7tn), coloureds (R2,4bn) and Asians
(R1,9bn).

In the non-edible grocery field, black buy-
ing power is also strongest at R2,3bn, com-
pared with R1,2bn for whites, coloureds
R380m and Asians R300m.

“While the percentage of sales taking
place in the informal sector is not clear,
black retail buying power already represents
43% (R31bn) of all retail sales in SA, total-
ling R72bn. Whites also represent 43%, with
coloureds adding a further R6,6bn and
Asians R3,4bn.”

Laubscher estimates that retail sales will
increase by 16,2% in 1991.

Blackchain’s Gama says the proposed
takeover would not invelve any major shake-
ups at Checkers as existing managements
and buying arrangements would obviously
remain in place.

“But what we can offer the group would
be a new image for Checkers in the black

community, based on the Ubuntu (human-
ity) principle. This means that we can broad-
en sponsorships and socio-economic support
for our customers and their communitics. I
can foresee a future Checkers not only open-
ing new stores and shopping centres inside
black urban areas like Soweto and Daveyten,
but also, eventually, branching out into
neighbouring states.”

This aspect of Blackchain’s contribution,
combined with Nafcoc’s influence in the
broader black community, is apparently
what’s attractive to the prospective foreign
investors who would like to broaden their
involvement in a post-sanctions southern
African market.

Gama suggests that the way forward fora
future SA is not to follow outdated ideclogies
and political systems that will further impov-
erish people, but to allow growing scope for
employment and economic growth that will
be made possible through synergistic joint
ventures such as the one proposed for Check-
€ers. |

HoTELs W™~ IS\

TRADING DOWN

I's o market it has probably ignored for too
long but Southern Sun’s decision to enter the
low end of the budget hotel sector has cer-
tainly been widely acclaimed.

Delano Caras, CE of hotel and tourism
consultants Horwath Consulting, calls
Soutkern Sun’s joint venture with the French
Accor group, to build and operate limited
service Formule 1 hotets in Africa south of
the equator, a bit of inspired thinking.

There has been a pronounced swing to-
wards this type of accommedation, world-
wide, Former Southern Sun executive Hans
Enderle proved there was a gap in the SA
market for no-frills accommeodation when he
founded the successful City Lodge chain
several years ago.

To some extent, Southern Sun will be in
direct competition with Enderle’s establish-
ments when it opens its first Formule 1 hotel
east of Johannesburg at Christmas. The
group also plans to concentrate its activities
on major centres, but there’s probably room

- gnough in the market for both,

Says Southern Sun group MD Ron
Stringfellow: “The number of people who
can afford to stay in three- to five-star hotels
is declining. The average occupancy of SA's
hotels over the past 15 years was 55%. It
dropped to 53% last year. The national aver-
age for the year to April (which includes the
Gulf War and its affect on tourism) will
probably be about 50%.”

FINANCIAL MAIL » MAY ¢ 17 + 1991 « 61
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‘I%le:gail sales
to gqﬁh 1%’

Business, p:uer

RETAIL sales volumes will
inerease by 1% in 1991, pre-
|dicts Unisa’s Bureau of
Market Research in its an-
nual forecast of retail sales.
" However, this assumes
that Bank rate will decline
to 15% by the year end —
taking bond rates down 3%.
The savings arising from
lower interest payments
should stimulate spending
and lift sales volumes.

| The average increase in
the price of all retail items
‘{s estimated at 16,2%,
against an expected infla-
tion rate of 16,2%. Non-re-
tail items will'probably not
'rise by more than 11,5%.
The biggest increases.

will occur in the priceg of:
[ food (18%); ‘-( 3¢y
[l cigarettes an acco

182%% - 16319}
D alcholic and non-alecho-
lic beverages (17,5%).

Food prices will be af-
fected by the introduction
of VAT while cigarettes
and beverages willrise due
to March increases-in cus-,

. toms;and excise duties. ° Al

" The burea is forecasting
a 1% decline'in real person-
. al disposable income due to
the real drop in remunera-
tion of employees and busi-
ness profits. Private con-
sumption expenditure is
expected to fall by 05%.

e
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THE country’s "big-
gest producer of
chickens ‘- expects
: prices-to steadily in-

‘j-crease during the
'} next few months,

Bill Brown, national
marketing manager of
Rainbow Chickens,
. which has ‘more than a
50 pefcent * : market
share; -believes that
last week’s low prices,
when; about 1 million
frozen birds were sold,

Spendirig less

However, spokesmen
for' two major chain
:8tores; Checkers and OK
,Bazadrs, “disagreed with
Mr Brown's estimate,

"~ Mr, Brown described
~last &eek’s sell off at
R299 a kg as a natura

dow%::'n after Baster. It

wasiraditional, however,
for "prices’ to inerease
during winter,

Mr Browf did not he-—

matic increase. “People
are spending less and this
affects alt primary pro-
ducers of protein.”

Ray Murray from Pick
n Pay agreed that the
cost of chickens . will

begin to increase but this

was “a one-off” thing. -

lieve there will be a dra. ‘H.

‘. JOHN MILLER

f

. .. Star Line
B
v

“zaars, believed ‘that cop-

Sumers can look forward’
luses thig ;
year, a view supported by g
?-:,E‘THB

more surp,

a Checkers spokesman,
® Urion wage demands

‘vent supermarket chains
from bettering  meat
prices offered by inde.
pendent butchers,
T According to a recent
*Housewives’ League sur-
vey in Pretoria angd
Johannesburg in Febru-
ary, Checkers was the
most expensive followed
by Pick'n Pay then OK
and the cheapest the ip-
dependent butchers,

The meat priced in-

Ty

* variably do nof sell pre- °

« 1. packaged m,

"' ~normally
to

o

-’ -

ey
Lo
B
Ao ¢

will only take place some
*.)¢ time next month,
" Mervyn Kraitzie, mar.
"keting director of OK Ba-

= "ers to look for thesg. -

. Permar]
.and packaging costs pre--

they are paying for.

cluded fillet,
side roast,
ket; chuck an
A Mr Kraitz
* reasons for {
."higher pricg

greements.
pediffents: in.

gat and ' they
cug.u t.hquzeat;
order.” -, byl L5

lie stores’

El
1

i
"and he advis consum—aé
.5 Wider range °.:
e e e, T
"3*Clive Thomas difeétor
:Checkers also’ admitted
that prices were higher,
saidi;how'ever, the su- -
ets offered the i
consumer a wide. ‘range |
..of goods, not only meat
products,

Alan Ford from Blue
Ribbon also attributed
packaging and union
wages as a major factor,
He also said stores’ meat

was a higher quality.
Lyon Morri - fromy the
League consuthers
must ot look care-
fully at ice of meat
Wt als tality that
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Worker stayaway ‘boosts fou

The workers’ stayawa

in Krugersdorp, calleg PhIl.ip Zoio
yesterday in support of= and Brian Sokut
victims of the Swanie &
ville squatter cam .\\tlon gervice, shopkeep-
massacre, has mtensmo ers in Krugersdorp com-
fied the. qﬁects of the= plained of poor: business
, congumer. ﬁoycott stage and serious cash flow
, for almost four weeks by pr blems

resx;lents of Kagiso and he hoycott is in pro-
MUnsw\hIIé : %nst the Conser-
. Whilé: thousands gath vatwe arty.tgwn couny

ered at the Kagiso town  eil’s refusal to authorise
hall for the massacre a march into the town
victims’ commemora- planned for April 6.

r-week boycott

Meanwhile, a spokes-
man for the Legal Re-
sources Centre says.the
council will not evict
Swanieville squatters
accommeodated at the
Azaadville Civic Centre.

About 547 people, in-
cluding children, sought
‘refuge at the hall after
Sunday’s piy-dawn impi

. raul on tha} squatter

camp At least 27 péople
died in the attack andi30
were injured.
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" Pitfalls face SA
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“pusinessmen ‘overseas
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-Argus, Correspondent

WHILE "the new politié'&l""énaff“"*?-‘séfé%d repitation for acting

economic climate in South Af-
rica clearly opens many doors
for South African businessinen,
there are many pitfalls over-
seas which could trap the
unwary.

That is the warning from

UK-based management consul-

 tant Andy-Rice, currently visit-
ing the country.

He said this week that South
African businessmen had a de-+

swiftly, working hard and
grasping any available oppor- |
tunity with both hands.

“Basicaily, they must do
their homework very carefully.
There is little point in sending
a middle manager to the UK to
gather market intelligence
when, clearly, he will spend the
first three monihs simply try-
ing to find his way around the
London Underground.”
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Blackchain has
three other con-
s {0 buy giant
Checkers,
owns 170 super-
i» countrywide.
&hain  chairman
Zama  confirmed
2L that his com-
7 its overseas as-
Le Compagnie
Edmond de
1 Bank of Paris,
negotiations
‘heckers owners
» with a possible
4 joint takeover.
pehind-the-scenes
gy have been
4 locally by San-
‘vuaiments gener-
:z27 Etienne le
and by Roths-
lLeuanesburg re-
tive Johan Eras-
(20

s tned the
bank’s assistant
sident Patrice
had held discus-
"mth Africa with
and with Black-
<<tors Gama, Dr
Iisuenyane and
:us said the
bank was now
an international
in with business
- outside FEu-

& has extensive
Z in merchant
nercial banking,
2 offshore fi-
»ifolio and as-
: back-to-
ns, barter
privatisation,

id City Press
rp was being
ciseas because
- almost impos-

sible for blacks to dupli-
cate the existing network
of any of the three main
stores — Checkers, OK
Bazaars and Pick 'n Pay -
because they were un-
challenged in terms of
market position and

Partner Solly Sebotsa, left, and Paul Gama ..

buying power.

He said now that
Checkers was up for sale,
it would be unwise for it
to be bought by a white-
owned consortium.

“Blackchain has posi-
tioned itself for real black
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» in bid for retail giant.

economic empowerment,
It must not be seen as a
token under apartheid,
“Black people must be
involved in the main-
stream of the economy,
“Economic empower-
ment is not about allow-

& Pic: ANDRIES MCINEKA

ing blacks to sell tomatoes
and apples on every street
corner, but getting them
into real financial power
houses,” said Gama.

He said he was not call-
ing for hand-outs, but for
an innovative system of

Blaclf@

"7

I
group sty

in bid

to qu

Checkers

matching expertise with
financial guarantees, such
as joint ventures where
the projects were huge.

“The' truth is that
blacks will not be abje to
undo the injustices and
disadvantages of econom-
ic apartheid practised
over centuries.

“We do not have suffi.
cient skills or money. The
reality of the dying South
Africa is that wealth was
created and accumulated
solely along racial lines.

“If help is not forth-
coming from local
sources, we must interna-
tionalise our plight, and
gct managers and fipan-
cial experts from all over
the world.

“This is not new in the
country. Many companies
were managed by over-
seas people and this is
what we intend doing if
and when we acquire
Checkers,” he said.

Gama said both black
and white employees of
Checkers should not be
worried about their future
if the deal goes through,

“There would be no
major shake-ups at
Checkers. The present
staff, managements and
buying arrangements
would remain as they
are,”




Sha.ré sajglbnngs Pepkor R30-m

By Jabulani Sikhakhane%qﬂﬂ Wiese says one of the leading In turn, Pepgro, the ultimate
v institutions could not get Pep holding company, bought Pep-

Pepkor made jtself a handsome shares on the market and-taen kor shares from Mr Wiese.
profit of about R30 million last approached Pepkor. \ 'I;!ltes;f_a were Eg:gn solctll to the
week by selling over three mil- ; institutions a per share.
lion shg\res ingsubsidiary Pep st;:{zpil;o;ehagto?é:rﬁlais\leoemf  This deal partly Saw Pepkor’s
Stores to an unnamed institu- ber last ee‘: ' in the wake of a interest-bearing debt rise from
tion for R81 million — equal to deal Whgreb certain institu- R13,1 million to R89,9 million in
R27 per share. ... 8 y cerie U= the 12 months to February.
e ’ tions swopped their stake in When the original deal was
The deal reduces Pepkor’s  Pep Stores for Pepkor shares. done, speculation was that one
Stgkiglageprfr: T 95 percent t? The Pep shares were sold to of the funds in the Sanlam/San- |
about 85,2 pere n ’ L Pepkor at R17 per share by the  korp stable was swopping its
Pepkor chairman Christo institutions. stake in Pep for Pepkor shares.

RIS
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OWNERS of small busi-
nesses must make several
VAT-related decisions
which could have a sig-
nificant eIfec(F:n heir

cash flows.

Businesses withan annual
turnover of less than
R150 000 have heen exempt-
ed from registration as VAT
vendors. The consequences
are that VAT cannot be
charged on supplies (outputs)
made, and more significant-
ly, input tax refunds will not
be granted in respect of pur-
«hases {inputs).

Most businesses will how-
ever be eligible for voluntary
registration and will have to
decide whether the level of
input tax paid on their pur-
chases would justify charg-
ing VAT on supplies before
] apxlying for registration.

Ithousgh VAT paid on pur-
chases can be recovered in
the sale price of supplies,
registration should be consid-
ered where most sales are to
registered vendors. These
vendors will want to claim,
as an input tax refund, the
VAT they have been charged.

Another decision facing
the small businessman is
whether to account for VAT
on an invoice or payments
basis. Taxable supplies {ex-
cluding special or abnormal
circumstances) must not ex-
ceed R1-million a year {ex-
cluding VAT) if an election is
made to account on the pay-
ment basis.

Businesses that make sup-
plies on a cash basis while
paying for their purchases on
credit (say, 90 days) are like-
Iy to select the invoice basis.
This will entitle them to an
immediate toput tax refund
despite only paying their
creditors later.

On the other hand husi-
nesses that Eaz cash for their
purchases hui are paid by
their customers on terms,
will probably elect the pay-
ments basis because they witl
be required to pay the VAT
collected only when it is re-

P AT T B
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By JOHN TUDHOPE, }

director of Tudhope
Tax, & Financiall

ceived from customers.
Accounting records must
be adapted to facilitate prep-
aration of the VAT relurn to
Revenue. A VAT ledger
account should be opened in
the vendor's general ledger
o that all cutput tax collect-
ed can be credited to this
account and all input tax
paid on purchases, imported
goods and services, and cap-
ital equipment etc can Be
charged to this account.
The balance on this
account is either paid to or
refunded by the Receiver.
Businesses should maintain
separate VAT ledger ac-
counts for each two-month
tax period, i.e. six ledger ac-
counts should be operated in
a particular financial year.

Separate

It is recommended that
vendors create a separate
column in their purchases
{ournal in which deductible
nput tax is recorded. The
¢ash book should also have a
separate VAT column for ex-
penses not processed In the
purchases journal.

No VAT input credit may
be claimed if a vendor does
not have a tax invoice. All
vendars must adapt their
sales invoices or print new
inveices.

Registered vendors will be
allowed to deduct VAT on
capital equipment.

usinesses that have paid
GST on consumable goods
{including malintenance
spares) to be used in the
course of their enterprises
may reclalm the GST as an
input tax credit when such
consumables are used afier
September 30.

WHICIHIEVER WAY YOU LOOK AT IT!
o : THE ' v c
'DELOITTES VAT TUTO '

SUPPLIED BY: v

CBT EDUCATION & TRAINING

is an outstanding VAT training tool. Stay

ahead and use the effective DELOITTES VAT
TUTOR to train all staff affected by VAT.

Contact us for a discussion and demonstration on
how you can use the DELOITTES VAT TUTOR to
preparo for 30 September 1991, VAT will have
an impact in many areas of your Organisation,
Act NOW to start your preparation.

Teleshone ROB WALLACE
at {011)706-6803 OR {011)803-2092
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SPARis aiinifig to be among SA's top thr

Spar aims to bccggne number three

MARCIA KLEIN |

! food chains in the near future.

Spar Group CE Peter Hughes said yes-
terday Spar was number four after Pick 'n
Pay, Checkers'and the OK, but was “bark-
ing on the heels of number three”.

Speakirig al the 36th international Spar
congress = the third to be held in SA —
Hughes said'Spar SA would sustain real
gales growth of 5% a year for the next five
years, following a real 8% performance
improvement in financial 1991, when turn-

“terms of retail selling area.

Hughes said the group’s market share in
SA was about 10,5%, but this excluded
neighbouring countries which added 5% to
the group’s SA turnover. IBIS figures esti-
mate Spar’s sh

Spar International consists of 20000
voluntary retailers in 20 counfries with a
worldwide turnover of about Rs5bn, of
which SA contributes about R2bn.

are at 15%.

over increased by 27% to about R2bn. Speakers at the congress include Spar

1 Despite reducing the number of stores
by 56 to 471, Spar managed to grow not
only in terms of turnover but also by al-
‘most 1% in market share, and by 3% in

International president Bernhard Schmidt,
executive director Henk Zijderveld and
Warren Clewlow, who is a director of Spar
SA’s parent company Barlow Rand.
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The month-long consumer
boycott of Krugersdorp by
nelghbourmg ‘townships has
striick so hard that several
shops have closed and many
othler storekeepers are down
to' their last reserves.

“The boycott is klllmg
Krugersdorp Unless some:
thing is done in the!next two
or three weeks, it will be-
come a ghost town,” warned -.
shopowner Dave Stark. -

Solly Esopjee said that:if
the boycott which began
after the'town council re-

._*fused to authorise a protest
“march - through the town,
., lasted miore than another
- month; He would have to
" close down.”
Shopkeepers near'the taxi
. rankswere especially haid
hit. One — who last week
“turned over only R120'of
‘stock — yesterday joked
w1th butcher Carel van Zyl,

. ‘Deserted

' “We're sinking anyway,”
sa1d Mr van Zyl, “we might
"as well do it laughing.”

In the Indian trading area,
most tenants have not pald
this month’s rent.

Vincent Moshibilg, whb
runs his father’s greengrocer
store, said: “We're crymg,‘
we're suffering.” (7 5 ¢

Shopkeepers. were V1rtua1’ i
ly unanimous in récogjsing *
the need for the ANC and -
the CP-controlled town' coun-
eil to resolve differences, . j

Many were bitter ahout

.the apparent unwillingriess
. of the CP to recegnise the

erisis.
(bfAccordlng to: tie. crxsxs
ytommiittee chairnian Mar-
nshall, Four: 9; tréders, will’
have, 40 survivé at lesst’ ax‘ o
other week of depressed
sales. “We're pinning ou;'
hopes on next Monday’ s
meeting” at which very ser-
sitive discussions were to
take place, he said. '

-

>
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under the control of the Administration:
House of Delegates; if not, why not; if so,
when was the decision taken;

(2) whether a decision has been taken on the
sale of the shops in the Ladysmith Plaza
complex; if not, when is it anticipated that
a decision will be taken; if so, what are the
details in this regard;

(3) (a) how many shops in the Ladysmith
Plaza were (i) occupied and (ii) unoccu-
pied as at the latest specified date for
which information is available and (b)
who are the legal tenants of the occupied
shops;

(4) whether any of the unoccupied shops
have been leased; if so, who are the
tenants?

DIG3E.1
The MINISTER OF HOUSING:

(1) Yes. A decision in principle was taken on
8 February 1990 to sell all shopping com-
plexes.

HOUSE OF DELEGATES
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(a) The vehicles are used by the ministerial {2) No decision has, as yet been taken to sell
staff who are often required to work late individual shops. A decision is expected
in the evenings and over week-ends. to be taken shortly; market valuations are
Certain private secretarial duties are un- presently being obtained.
dertaken during the day, which also ne- .
cessitate the use of vehicles. Apart from ® @ o s
the above one vehicle is provided for (ii) According to departmental
postal and messenger services and 3 vehi- computer records none are un-
cles for the police drivers who do not occupied.
..n.a..am in Pelikan Park. (b) See attached list.
(b) Ministry of Budgetary and Auxiliary (4) Falls away.
Services: 1 )
Ministry of Local Government and Ladysmith Plaza Complex
Agriculture: 2 Tenant
Ministry of Health Services and M Akao
Welfare: 2 Patsons General Dealer
- . . Mr A J Sardiwalla
Ministry of Education and Culture: 1 M V Riga and Sons
Deputy Minister of Housing: 1 Medina Stores
Department of Budgetary and M ma_nama (Pty) Ld
Auxiliary Services: 1 Union Watchmakers
Star Inn
Administration: HoD: shopping complexes W_. ~>u ww_.w&%m:w
adoa
.NP Mr S PACHALI asked the Minister of Hous- U_,_S Narrandes
mg: AWO ) Vawda Bros
(1) Whether a decision has been taken in N Naran & Sons
principle to sell shopping complexes E § Asmal

Vawda’s Cycle Works
Cash Fruit Bazaar
Express Repairs

S M Karrim

M Goga

Electric Hairdressing Saloon
Davids Hairdressing Saloon
A Grant, Wood & Coal
R Magan & Sons

O R Singh Estate

Sader Bros. (Pty) Ltd

Dr M Khan

A E Dhoda

Bhayla’s Clothiers

Miller & Zak Stores

A K Paruk

8 M J Rasool

I Moosajee & Son

Best Bargain Bazaar
Seedat’s Bazaar (Pty) Ltd
Karrims Supply Store
Karrims Restaurant
Karrims General Dealer
M H Moola & Sons

M R Parak

Wt sazd
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‘The Shoe {c) The representations were largely
Oriental Melody House centred around the quality and cost
Victory Studio of the houses.

Moola Bros

Razack’s General Dealer
Sonis Jewellers

Dr B H Singh

Dr S I Pandor

Khan Fruiterers

Riga Bros

Klip River Islamic Butchery
N E Meer

Medicare Pharmacy
Haribhais Jewellers

M Sader

D+ R Narrandes

$ ¥ Rascol

Cool Air: houses

25. Mr 8§ PACHALI asked the Minister of Hous-
ing:

(1) Whether any houses have been built at
Cool Air; if so, (a) how many, (b) when
and (c) by whom.

(2) whether his Department has received any
representations in regard to the cost of
any of the honses built at Cool Air; if so,
{a) when, (b) from whom and (c) what
was the purport of these representations;

(3) whether a departmental inquiry has been
instituted into the cost of these houses; if
not, why not; if 5o, (a) when, (b) who was
in charge of the inquiry and (c) what were
the findings?

DIME
The MINISTER OF HOUSING:
(1) Yes,
(a) 136 Houses.
(b) Project commenced in 1989.

{c) Azalea, a housing utility company,
appointed by the Local Authority, in
this instance the Development and
Services Board and financed by the
Housing Development Board.

(2) Yes,
(a) December 1989.

{b) The former Deputy Minister of
Housing.

i

(3) Yes.
(a) January 1990.
(b) The former Director of Housing.

(c) Despite apparent high construction
costs and initial misgivings with re-
gard to the quality of the houses,
taking into consideration the limited
number of houses, the services of the
township layout to increase densities,
the additional servicing cost to ac-
commodate the additional sites cre-
ated, the employment of local tabour
and the distance of the rural project
from centralised development areas,
having regard to all these additional
factors, the development as a whole
in the circumstances was considered
reasonable and satisfactory.

26. Mr S PACHALI asked the
ing:

Housing need
inister of Hous-

Whether there is a%need for housing in {a)
Wasbank, (b) Richmond, (¢) Colenso, (d)
Winterton, {e) Bergville, (f) Mtubatuba, (g)
Weenen, (h) Lidgetton and (i) Howick; if so,
(i) what is the need in each case and (ii)(aa)
when and (bb) how will this need be met?

DI05E

The MINISTER OF HOUSING:

A general need for subsidised housing is
recognised throughout the country and al-
though records have been kept by the respec-
tive authorities concerning, inter alia, the (a)
Wasbank, (b) Richmond, (¢) Colenso, {(d)
Winterton, (e) Bergville, (f) Mtubatuba, (g}
Weenen, (h) Lidgetton and (i} Howick areas,
an updated need assessment still has to be
finalised in order to accurately redetermine
housing prioritics. Further, the effect which
the imminent scrapping of the Group Areas
legislation would have on the migration por-
tion of the country must also be borne in mind
as depending upon the specific identified
needs and the availability of funds, housing
priorities will be evaluated, determined and
satisfied in order of priority.

HOUSE OF DELEGATES
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Chgeﬁbe% ﬁl id
| to end boycott

. of Krugersdor
- West Rand Buiéan (20

'The West Rand Charhber of
‘Business . has 'called a’meeting
in a bidito resolve the Krugers-
dorp consumer hoycot;

Marshall Fourie, who chaired
last week’s. Traders in Crisis
Ineeting in‘Krugersdorp, re-
fused to divulge. the names of
organisations or individuals jp-
vited to attehd,

He said. the talks were of a
very.sensitive nature,

“I"wil not upset the apple-
.eart.and the many hours of
planning by commenting on this
as I do.not wigh to jeopardise
the whole meeting,” he sajd,

Mr ‘Fourie said there ap-
peared,to be some confusion as
fo whoihad initiated the boycott,
It had:been an action of the
‘Consiimet Boycott Committee

— which consisted of at least
five different parties — and not
a single politica] party,

An item expected to be dis-
cussed at this month’s council
meeting is g strategy covering
public marches in the town, The
hoycott was apparently sparked
off by a ban on g planned
march, , o

[A—




Mrs Phyllis Thembeka Thai ... on the road to success.

,,Black_b,usinessme@
looking to the future"

HAVING scratched the periphery of
business for the past 21 years, the
Southern Transvaal Chamber of Com-
merce hold their annual conference next
week on May 28 and 20,

At the back of the delegates’ minds is
the painful reminder that despite two
decades of operation in South Africa’s
most affluent area, no blacks or mem-
ber(s) of the chamber are involved in
REAL business.

Added to their woes is the looming
éntry of white businesses into the
townships after the scrapping of the
Group Areas Act,

Already, large white business con-
cerns are building centres like Highgate
and - Southgate around townships to the
distress of black consumers - a move un-
likely to be effeciively challenged by
black business.

Soutacoc, as a principal affiliate of
Nafeoc, is nonetheless aware of the
seemingly insurmountable obstacles on
its way and has aptly named their confer-
ence: *“The Road Ahead - new strategies
in addressing the changing legislation
and current issues’’.

As president of Soutacoc, Mr Joe
Hlongwane, who is alse a senior vice-
president of Nafcoc, says: .

‘*After the conference we hope to be

"By ALI MPHAKI

in a better position to collectively show
some kind of clout.

““We believe the time has arrived for ‘

Soutacoc to show itself to be some kind
of force to be reckoned with.”"

Items on the agenda include the sensi-
tive issue of sanctions, the Land Acts,
VAT, Group Areas Act and education.

He described the impending influx of
white businesses to the townships as
““white man’s greed”’,

But despite all the hassles, loocking
back at the past 21 years, Soutacoc can
pat itself on the back for having been
party 1o some of Nafcoc's landmarks.

It played a leading role in the estab-
lishment of the first black shopping
centre in Diepkloof, Blackchain; spear-
headed the formation of the African
Bank and has 2 scholarship called the
Masekela/Mavimbela bursary fund.

Among speakers at the conference
will be Mr Thabo Mbeki, the ANC's
director of international affairs, Mr Dik-
gang Moseneke, deputy president of the
PAC, Dr Gordon Sibiya, the only black
nuclear scientist in South Afri¢a, Dr Sam
Motsuenyane, national president of Naf-
coe, and Dr TG Alant, Deputy Minister
of Finance, " L




Consumer boycott set to hit t'%gn

A CONSUMER boycott is likely to hit  to start on June 15.

white-owned shops in Poigictersrus next ~,  The - decision was prompied by

month following widespread detentions ™ detentions. of Black Consciousness

of activists in the area. Movement activists who “were later

Azapo regional publicity secretary ‘_'&." reportedly tortured by police, he said.

Mr Khengale Makhado said theyN  Today's meeting is to be attended by
. organisation, would convc:;efg/m;eﬁ.ng - Cosat, Nactu, Azanyu, Azayo, Azasm,

today with other-structiifés at Mah- 2 civic associations, commerce organisa-
—welereng to discuss a consumer boycottV)  tions and church representatives.

T
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A NEED FOR HIGHER MARGINS

Activitiest Retails food and general merchan-
dise. .

Control: Raymond Ackerman (Ptyl.
Chairman: R D Ackerman; MD: H S Herman.
Capitul structures 78,3m ords. Market capital-
isation: R1,78bn.

Share market: Price: 2 275c. Yialds: 2,5% on
dividend: 4,8% on earnings; p:e ratio, 20,6;
cover, 1,9. 12-month high, 2 600c; low,
1 530c. Trading velume last quarter, 978 425
shares. .

Year to Feb 28 ‘88 ‘89 W n
ST debt (Rm) ...receee —_ _ —_ —
LT debt RM} .veveenee 70 7.0 7.0 6.1
Debt:equity ratio ..... _ _— _ —
Shareholders’ interest 0,32 0,33 0,35 033
Int & leasing cover . nfa nfa  nfa nfa
Retum on cap (%) .. 1456 166 148 145
Turnover (Rm} ...eeee 3038 2869 4380 6§ 189
Pre-int profit {(Rm) ... 90,2 116,0 127,1 140,5
Pre-int margin (%) .. 2,77 2,74 267 2,568
Eamings (¢} ... . 67,2 864 1059 11086
Dividends {c} . 32,9 400 620 6§75

258 311 383 411

Net worth {c} .ooineee

There is every indication that Pick 'n Pay has
reached maturity in its growth curve and can
no longer be expected to produce dynamic
earnings growth while constituted as it is —
unless margin is increased.

The last time the company failed to grow
earnings by more than 6% was in 1986. That
was the result of tough trading circum-
stances following the mean short-term reces-
sion when overdraft rates reached 27% and
consumer demand was severely curtailed.
This time the recession by itself cannot be
blamed for a meagre earnings rise of 4,5%.

In current circumstances Pick 'n Pay did
well to grow turnover by 18,4%. This growth
comes off the huge cash-trading foundation.
It is a tribute to management that trading
income (ignoring investment income or in-
terest received/paid) also recorded an 18,4%
increase — especially after a much higher
incidence of in-store theft.

The earnings crunch arose because, in
chairman Raymond Ackerman’s words: “In-
vestments in equity-linked insurance -con-
tracts which had performed exceptionally
well the previous year ... suffered a rever-

cems _ Pick 'n Pay Holdings
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Pick ‘n Puy’s Ackerman ... must try
. to contain shrinkage

sal.” Practice — hardly a conservative one
— has been to include in investment income
the year-end paper profit (or loss) on these
irrespective of whether it was realised.

In 1990 this accounted for a R4,2m, 42%,
gain in investment income. In 1991 invest-
ment income plummeted by R7,2m, a fall of
52%. (If this figure is added back and a
constant tax rate assumed, after-tax earnings
would have shown an improvement of 9,1%.)

Because of this, it is better to examine only
trading income when scrutinising the record.
In the end, though, what really counts for an
investor is growth of primary investment as
measured by total return.

Statistics indicate some disturbing trends.
Return on shareholders’ interest, 51% in
1982, has dropped to 33%. A more balanced
view is achieved by looking at the average
return for the periods 1982-1986 and 1987-
1991: 39% and 34% respectively. This is still
satisfactory, but the trend is not.

In the distribution of value added, staff
expenses have risen to 73% from 69% in the
past three years and retained earnings have
fallen to 11% from 13% of value added. Fur-
thermore, pretax margin shows a steady dete-
rioration, from 4% in 1982 to 2,7%.

More important is the compound growth
rate of earnings over 1982-1991. It turns out
at no more than 15,5% — about the same as
the rate of inflation — an indication that
there has been no real growth. How then
does the share justify its high rating?

Firstly, the criginal image of the group as
a growth stock was fully justified by an
outstanding record after the first stores were
opened in the late Sixties. Secondly, there
was the more recent purple patch between
1986-1990, when earnings grew by an annu-
al average of 23,6%.

Third, the quality of trading earnings can
only be labelled AAA. It retails basics for

cash and there is clear evidence that it does it
more professionally than most direct com-
petitors — just think of the latest figures
from OK and Checkers.

There can be little doubt, however, that its
juggernaut status is such that these days new
store openings do not impact significantly on
earnings. Everything points to a slowing in
future earnings growth, though there may
well be more purple patches.

Justification for investment in the share at
present is therefore to be found in the quality
of earnings, which will probably grow — in
real terms — at about the same rate as the
economy. It is a2 moot point whether this
deserves the current rating.

There is one way out of this impasse in the
short term. Margin has to be increased, Ack-

cent= __ Pick 'n Pay Stores
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erman emphasises that the considerable in-
vestment in technology should boost mar-
gins. In 1991, higher shrinkage effectively
eliminated this benefit. If shrinkage can be
contained this year, margin should increase.
Depending on the quantum, it conld make a
big difference to bottom-line growth and
justify the rating yet again.  Geratd Hirshon
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As goes the gold industry so goes Amgold,
because of its range of holdings in all the SA
mines worth having a stake in, like Driefon-
tein {11% of its equity), Vaal Reefs (16,8%)
and Kloof (8%). It is widely known that the
industry is in the pits and Amgold’s earnings
are trapped along with it, but chairman
Nicky Oppenheimer has some good news on
tax. .
Changes in the 1991 Budget will help the
mines though, inevitably, not as much as
they would like. Oppenheimer points out the
full-credit VAT system will help greatly be-
cause it removes the indirect tax paid at
present through sales tax on capital expendi-
ture and part of working costs.
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BUSIRESS & TECHNOLOGY

INVESTMENT CARS @

LOSING LUSTREF 245N

There was a time when it was the in thing for
motor buffs to drive an exotic car. Not only
did they have the pleasure of taking it on
Sunday spins, they could always sell it at a
profit if they fell on hard times.

Not anymore. Investment used car prices
have dropped 15%-20% in the past 15
months, hurting those who bought them in a
seller’s market and are now faced with sell-
ing them into a buyers' market.

House of Sports Cars GM Rainer Hoff-

S S

" mann says the bubble has burst for invest-
ment used cars. “The supply is relatively
plentiful and there is clear evidence of dis-
tress selling. In the past 15 months prices
have dropped by 15% to 20% on average. But
Porsche prices are down by 20%-25%."

Rainer adds that demand for investment
new cars, however, is still strong. The firm
has buyers waiting for the two Aston Martin
Virages and two Lamborghini Djablos it was
allocated this year. The Aston, Martins will
go for R1,5m each and the Lamborghinis
R1,3m.

As buyers become extremely selective,
dealers are reducing prices drastically. One
of 40 Ferrari 512 BBIs with right-hand

steering, put on the showroom floor recently |

at Bloomsbury in Cape Town with a price

tag of R1m, is now available for R750 000. ‘

The seller paid R1m for it.

Last week Johannesburg vehicle auction-
eers Burchmote’s advertised that it had sold
a 1990 Jaguar XJS convertible marked at
R295 000 for R250000. The ad indicated
that Burchmore’s was prepared to drop the
price of a 1969 Ferrari Dino 246 GT from
R395 000 to R350 000; a 1976 Rolis-Royce
Shadow from R165 000 to R140 000; and a
1989 Porsche 928 §-4 Gembaila by R70 000
to R525 000.

Burchmore’s sales director Patrick New-
man says: “We're auctioneers. The higher
price is what we regarded as a reasonable
opening bid. What we’re saying in the advert
is, that was our opening price, now we are
prepared to accept this, We also thought it
would ginger up the quiet market and we
want to move stock because we're nearing
the end of our financial year.”

SA Vintage & Veteran Association chair-
man Brian Lawlor says: “What we're seeing
is happening worldwide, and it isn't limited
to investment cars. It’s happening with art
and veteran aeroplanes as well. The big buy-
ers who bought for investment purposes last
year aren’t there anymore. At a recent Euro-
pean auction of vintage aeroplanes only a
replica bought by a Belgian museum realised
its reserve price.”

Though he admits the market is in a
trough, he expects it to improve when the
economy picks up because many buyers still
regard exotic cars as status symbols. By way
of example, he notes that at a recent auction,
a 1937 Derby Bentley went for R62 000 even
though its engine and upholstery needed at-
tention. A more realistic price would have
been R40 000,

“The price it went for was what a collector
would pay for a fully restored car,” says
Lawlor, “Many Porsche and Ferrari owners

their cars are, but drive them because they
are a visual symbol of their wealth.” ®
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THE 'ongoing violence is
placing bank loans to
township businessmen at
risk, according to Trust
Bank chief executive
John Howell.

In an interview with
City Press Howell said
the “90s will be a decade
of prudence” for South
African banks.

“The problems we face
as a country are daunting:
political strife, violence,
overpopulation, poverty
and an education crisis.
“For a bank this trans-
lates into increased risks.

Qmemms-uaow%%vmm loa

For instance, we are
already seeing bad debts
at unacceptably high lev-
els in the bome loans mar-
ket, traditionally a rela-
tively low risk market,”
he said.
Howell said banks
would have to “redefine
their strategies to sur-
vive” because of financial
and political uncertain-
ties. .
“In future 'we "will not
be able to go ahead with

any transaction withou
carefully evaluating all
the factors.”

He said that *“shrink-
age of the economy has
left the South African
market over-serviced by
banks”.

“This means, on the
one hand, .that more
rationalisation in the
banking industry is inevi-
table, and on the other
that management of

banks will have to work .

s at risk

2

arder fo eir bank’s
survival.

“South African banks
invested a great deal of
money in technology dur-
ing the 80s with the resuit
that we now have a first
world banking system.

“A fundamental chal-
lenge is to provide bank-
ing services to the major-
ity of South Africans ata
price that is acceptable to
both customer and bank.

“Of course, if this is to

happen the risk _o<n_m_
must be acceptable to the
banks.

“We have responsibil-
ittes in addition to our
normal business. Wealth
creation and providing
job opportunities are also
are responsibility, and to
achieve this with our
limited resources we offer
bursaries, sponsorships
and grants,

“We are continuall
looking at expanding ou
own employment nums
bers and at ways of uplift{
ing the lives of our staff."]
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naked

BLACK businesses

would “stand naked like|

a striptease queen” for a
long time unless blacks
defend themselves
against looting and arson.

This is the view of
SAB community man-
ager Windsor Shuen-
yane, who said if black
on-black violence did not
stop, black business is
likely to remain para-
lysed.

«] am in complete
sympathy with black
businessmen. They are at
the receiving end when-
ever there is upheaval
and violence in the com-
munity.”

Shuenyane said when-
ever a boycott was called
black business was the
first to suffer because
they could not get sup-

were looted or hijacked.

their attitudes tow

ty which should be pro-
tected rather than har-
assed,” he said.

Shuenyane said busin-
esses played an impor-
tant tole in the black
community because they
provided residents with
everyday commodities,
provided employment
and generated wealth.

«“{e have to help build
a local economy. What
we ought todoasa black
community is to develop
this local economy and to
circulate the hard earned
sands in the local com-
munity.
“My appeal to the
black community is to
protect the few assets we
have.

be helped to extend their
businesses. Soutacoc has
the manpower — able
men who have proved to

be top businessmen in
their respective spheres

of activity.”

(T N
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plies and their trucks] .

“Ppeople should change

business and should}
regard it as an important
resource of the communi-| |

] know Soutacoc will],
not fail us, but they must
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By DERRICK LUTHAY]

THE future js looking bright for
black retailer, Blackchain, -

The firm has been raking: in
money for the past two years
after nearly 10 Years of trading
at a loss, ' '

+ In 1989 their books showed 3

R562 839 profit and in 1990
they became Ré664 570 richer
through their two stores in
Diepkloof and Katiehong,

Blackchain managing direc.’

tor Paul Gama announced this
week that they have finally
“turned around the corner”, -

“We have not yet arrived at

 chainstore

cifere  24|59).
the land of milk ang honey, but
We are on our way there, We are
now poised to éliminate ail
shareholders’ deficits and start
paying a dividend, N o

“However, we are not going

- 1o declare dividends yet, -be-.
- cause we are strengthening our-

selves and our operations.” " - |
He cited the bid to buy giant

owns . (70 - supermarkets

tountrywide), and an entry into
*, Pproperty letting, 45 part of their

. future operatiops,

More details would Be re-‘
leastid ‘to shareholders at the

_ firm’s annual general meeting

Checkers (which -

next month, Gama sajd, .

He revealed that sihce City
Press broke the story last week
about their intention to pur-
chase Checkers, they had been
inundated with offers of help

-from local and overseas-finan-
they

cial houses. However,
would consult their European

K L i P e ARy a g Wik s -
-

Profits put Blackchain on

connections before making any °

moves, R .
Gama also disclosed that
they recently bought the R8,3-
million Blackchain Centre in
Diepkloof. R

The centre was the product of

a 1979 joint venture by First

National Bank; Nedbank, Stan.- )

" dard Bank and Anglo Ameri-

can. At that time blacks were
not allowed to buy property in
urban areas, .- - '

- -He said ‘the massive building
— which housed banks, 4 sur.
gery, & chemist, a boutique, su-
permarket, offices and special-
Ity stords — was offered to them
at a bargain price of Ri-million
and they were able to raise the
loan from the Small Business
Development Corporation,

Ganla said the shareholders § .

Who founded the company a
decade ago would no doubt fee|
encouraged and’ thrilled by its
latest successes, . . :

-




By DAN DHLAMINI C\P o
LITTLE did white farmers realise
the consequences for Ventersdorp’s
white business community when
they attacked Goedgevonden
squatters early one morning two
weeks ago.

A two-week boycott of white-owned
businesses by the black community of
Ventersdorp in retaliation for the May
11 attack has virtually crippled the
local economy.

The consumer boycott — black Ven-
tersdorp residents now do their shop-
ping in Potchefstroom and Klerksdorp
— coupled with a three-day stayaway
by workers last week has left the west-
ern Transvaal town deserted.

Ventersdorp shopowners inter-
viewed by City Press said that if the
boycott continued for “another week”
they would be forced to close down.

The atmosphere in the town is tense
following the dismissal last week of the
entire municipal workforce for taking
part in the stayaway.

Angry Tshing township residents are
demanding the immediate resignation
of town clerk Salty Visser, who they
accuse of having assisted in the attack
by marking certain shacks with yellow
paint the day before the attack.

Attempts by City Press to establish
whether or not Visser is an AWB
member, as township residents
believe, have failed.

Visser refused to comment on the
allepation and referred us instead to
the Transvaal Provincial Administra-
tion.

Most white business owners 2p-
proached by City Press refused to com-
ment and some eveén reacted with
hostility.

But an assistant at Melites General
Dealers, a Mrs Koort, whose customers
are mostly black, told City Press: “If
{ the boycott does not end the business
will have to close.”

ly because of the boycott,” she said.
At Pages Stores, blacks were win-

24 1510

“Turnover has declined tremendous- -

‘crippled &)
by boycott

dow-shopping only when City Press
visited the town. The manageress, who
refused to give her name, said angrily’
that she “does ot talk to newspapers”.

The Mega Cash Store reportedly
had only two customers on Thursday, a
white resident, and a coloured from the
nearby Toeviug coloured township.

The owner of Pespiden House said
her store was “not affected” because
she depended on passing trade - travel-
lers passing through Ventersdorp.

The town’s Indian traders, who have
been exempted from the boycott, were
cantious in their comments.

One trader, who asked to remain
anonymous for “fear of reprisals” said:
«Although the boycott is not aimed at
us, our businesscs are also affected
because of the uncertainty in the town-
ship.

«Customers are afraid’ to-buy from .-
us and then pass through Ventersdorp -
to Tshing - because the rightwingers
may attack them and destray their
goods.” B

Activists and community leaders are
living in fear and township youth are
keeping a 24-hour watch against fur-
ther attacks.

A spokesman for the Ventersdorp
consumer boycott co-ordinating com-
mittee, who also did not want his name
published, said the boycott is “a suct
cess”. ' -

«“We will review the baycott on June
13, depending on the response. of the
authorities to our demands, They

.asked for it. They brutalised our people
without provocation.”

* By
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' Where now? ... apawn in a cruel political game, this young squatter has gathered his pos’éessions to move to safer
ground after inkatha impis massacred 28 people in Swanieville onthe West Rand this month:

I Pics: ANDRIES MCINEKA




THE Southern Trans-
vaal Chamber of Com-
merce and Industry
(Soutacoc) will cele-
brate its 21st anniver-
sary at the Jan Smuts
‘Holiday Inn on May
28.

Speakers at the cele-
bration include ANC
deputy president Nelson
Mandela, PAC president
Clarence Makwetu, Naf-
coc president Dr Sam

'Motsuenyane and Deputy
Finance Minister TG
Alant.

t. The conference theme
js “The Road Ahead —
New Strategies in Ad-
dressing Changing Legis-
lation and Current Is-
sues”, and it wilt address
topical issues such as
sanctions, the Group
Areas Act, Population
Registration Act, Land
Acts, VAT, Education
and the planned Multi
Party Conference. -

Soutacoc president Joe
Hlongwane, who is also
Nafcoc senior vice-presi-
dent, said at a press con-
ference in Johannesburg;
“This region (Soutacoc)
cannot stand idly by while
history is being enacted in
the sub-continent.”

tacoc had been the last of
all 185€gional formations
of Nafcoc,-it had become
the most active
“limportant.

Tt was formed in 1969
as an offshoot of the
Transvaal Chamber of
Commerce and its first
president was Absolom

He said although Sou- -

and

Compiled and

edited by Derrick
Luthayi

Leaders to

speak

at big conference

Soutacoc presient
Joe Hiongwane ... we
cannot stand idly by.

" Kumalo, an East Rand
businessman who was
succeeded by Philip
Ramakobya of Kagiso,

Soutacoc’s first secre-

tary was Sy Kutumela,
who also served as Naf-
coc’s national treasurer
and is now managing di-
rector of African Busi-
ness.

Other prominent busi-
ness personalities who
served in the Soutacoc
executive include Willie
McBrain Charles, Veli
Kraai, J Mathebula, BO
Sibeko, T Bikitsha, Ken-
neth Masekela, JM Moh-
lala, Agnes Moncho, HM
Pitje, the late Pat
Mbatha, the late Don
Mmesi and ZZ Mashao.

A  recent Soutacoc
achievement was the
establishment of an office
in Soweto which it runs in
conjuction with "the
Soweto Chamber of Com-
merce and Industry. Ser-
vices provided include of-
fering technical advice to
businessmen, assisting
with tax returns and
secretarial services.

SERTERNE,

B See Page 2

Nafcoc chairman Dr Sam Motsuenyane stands in front of Nafcoc’s R5-million leadership centre, which is under construction.




Checkers takes a trip |
down memory lane

A ybm_l P.”E{l_ 19 )

CHECKERS is celebrating its 35th birthday w 08~
talgic -advertising campaign featuring famous SA
women and scenes reminiscent of advertising dee-
ades ago.

Checkers says the campaign, by Meridian Advertising,
commernorates the group’s role as a pioneering re-
tailer which has evolved to become “an integral part
of the SA national fabrie”.

The TV, radio and print adverts reflect Checkers’ history
over the past 35 years. MD Sergio Martinengo says the
campaign “will promote our celebration of savings
which will offer consumers substantial discounts on a
wide range of commodities, but the message will run
far deeper than an ordinary birthday price promo-
tion”. «

“He says the ads will bring back warm memories for all
South Africans.

The adverts feature singer Sonja Heroldt, beauty queen
Vera Johns Sutherland and TV star Elwyn Morris, as
well as “ordinary householders”.

Meridian creative director Hugh Bush says the message
is that Checkers has become very much a part of
people’s lives in towns and cities; that the stores are
evergreen, and here to stay. :

Checkers was the first retail chain to open a self-help
supermarket in 1956. It introduced the trolley system
to SA, and was the first group to launch an entire
range of its own housebrands in the 1850s.

It also made advertising history by placing former MD
Clive Weil on TV, “starting a major advertising trend
which still-endures”.

pT—
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MULTIRACIAL adverts are received well
by most South Africans, who believe they
encourage people to mix and prepare for
the new SA, says new Bates Wells publica-
tion A Window on Our World. 30Y-
However, consumers are st ¥ op-
posed to the exaggeration of mixing and
“somewhat critical of the hearty friendli-
ness reflected in so many beer commer-
cials”, it says. SID‘“‘{ 2¥| s11f
Bates Wells MD Dave Kelly says A Win-
dow on our World is part of a research
effort into black and white opinion, and it

R ATAS W ey wey

received well

o
B

by most
looks at attitudes towards a range of is-
sues. Its objective is to provide to assist
effective marketing in an evolving society,
The research shows urban black con-
sumers are “quite happy” with advertise-
ments in English, as long as the message is
clear. However, blacks are divided on whe-
ther they prefer adverts to be aspirational
or to show their lives as they really are.
While some feel that adverts should not
paint a false picture of their lives, others
feel the “negatives of reality” will turn
consumers away from the product,
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Hyperette hitby
dive:in: ean@s
MARCIA KLEL go

“DCM:listed ‘Hyperette ores’
earnings plum meted from R1,0m
to ‘R13 000 in 'the -six months to’
end-January following increased.
pressure oD margins to maintain
competitive advantage. and an in-
creased, provision for shrinkage.

The food chain's turnover in-
créased by 36% to R36,0m
(R26,4m), but operatmg profits
plunged from R12m to R318 000.
Interest, almost doubled to
. R305 000 (R159 000),. bringing pro-
fit ; afier mberest down 'from.
R1,0m to RI3000.: .

The preference dividend was

waived, and would be provided for
out 0f future lpg?fits, directors{

gaid ‘L
5 Earning f 0,01¢ a share com-
pare to 0,78c a share reported in
January 1990

Directors said the restructurmg ,
of Hyperette /WAs completed It
plais to list on the'JSE. 7
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Pick 'n Pay records

\0ay 28(512} (30

17% rise 1n turnover
[ ]

)
CAPE TOWN — Turnover at retail
group Pick 'n Pay grew by about 17%
in the first three months of the current
financial. year, chairman Raymond
Ackerman told shareholders at the
AGM yesterday.

He expressed confidence about year-end
results despite the tough economic condi-
tions, but not s0 much about the first half.

MD Hugh Herman added that perform-
ance in the gecond half, coming off a low
base, should be geod. He said Pick m Pay
continued to gain market share and
planned aggressive promotional cam-
paigns. v

“The improvement in profits will he
greater than last year and in line with
previous standards,” Herman said.

In the year to end-February, Pick’n Pay
earned 110,6c a share — up 45% on the
previous 105,9¢ a share — on an 18,4% rise
ip turnover to R5.2bn (R4,4bn).

Shrinkages eroded profits in the last
financial year, claiming 09% of turnover,
and Ackerman said the group aimed to get
this figure down to 05%.

He said that the experience of overseas
retail chains had shown that the costly
introduction of value added products, such
as convenience foods, was yital to the
future of supermarkets, as consumers had
demanded such goods. Pick 'n Pay aimed
to increase turnover by about 5% in stores
where such products were sold.

Herman said Pick 'n Pay's embryonic
clothing chain was doing extremely well
and generating strong turnovers. As a re-
s1it, a second site was being sought in Cape
Town, but only Hypermarket and two Pan-
try ontlets would be opened this year.

In the last financial year Pick n Pay’s
investment income declined by R7m due o
thz poor performance of its investment in

LINDA ENSOR

{ax-free insurance contraets linked to the
stock market.

Ackerman said the decision to continue
with these investments was under review
and other tax-free investments which were
not subject to the vagaries of the market
were aso under consideration.

‘Ackerman said Pick 'n Pay was spend-
ing between 7-8% of after-tax profits in
social responsibility programmes.

He warned that the change to VAT

— would be used as
an opportunity by
some retailers to
increase prices
i and said meetings
were still being
held with govern-
ment for an add-
on system of VAT.
« think govern-
ment is making a
severe mistake in
adopting the add-

4w in approach,”
® ACKERMAN Ackerman said,
adding that it was more honest and credi-
ble for consumers to be able see what taxes
they were paying.

The appointment of watchdog commit-
tees by government to monitor the situa-
tion would not be necessary if VAT was
added on separately.

Herman said Pick 'n Pay’s scanning sys-
tem would allow for a smooth transition to
VAT, as prices would not have to be
changed. He said scanning systems would
be installed at all tills by the time VAT was
introduced, which would enable the group
to pass on savings to custorners.

He said the affect of VAT on Pick 'n
Pay’s cashflow would be roughly neutral.

Forward selling ‘puts
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Answer please,
Mandela

AS businessmen we are particularly concerned
with the uncertain economic implications of the
ANC'’s envisaged programme for the post
apartheid South Africa. Unless greater clarity is
forthcoming soon, many of us will be forced to
seek a more hospitable economic environment
elsewhere.

Such a development would have devastating
consequences for all South Africa’s people —as
well as for people elsewhere in Southern Africa.
To avoid such a scenario, the ANC needs, once
and for all, to provide acceptable answers to the
following questions:

1. What degree of nationalisation in the
economy is envisaged by the ANC —i.e. what
exactly is the mix in the ANC’s mixed
economy?

2. What compensation — if any — will be paid to
the owners of nationalised industries?

3. What level of company taxation is envisaged
by the ANC?

4. When will the process of transition become
irreversible in the ANC's view and the
organisation’s continued calls for sanctions
become a thing of the past?

5. What future role does the ANC envisage for
The johannesburg Stock Exchange?

6. To what degree will market forces be allowed
to determine prices under an ANC
government?

7. Will a future ANC government continue to
subsidise unprofitable economic ventures?

8. Willa future ANC government allow
industrial conflict to be primarily settled
between employer and employee?

9. Does the ANC envisage nationally
determined minimum wage levels in all major
_industrial sectors?

Businessmen for Growth and Stability S %,

10. How does the ANC envisage the creation of a
responsible trade union movement in the
country?

11. Assuming recognition of the need for
renewed foreign investment in South Africa,
how does the ANC envisage itself successfully
convincing international investors to do so?

12. How will the ANC implement its affirmative
action programme without seriously harming
economic productivity and performance?

13. Will farmers who were forced to sell their land
for homeland consolidation —e.g. those in the
Zeerust/Marico corridor - be given the
opportunity to reclaim their land? *

14. The ANC often refers Lo the National
Democratic Revolution {NDR}). If the two-
stage revolution remains the ultimate aim, can
we as'businessmen expect a socialist
revolution to begin soon after the completion
of stage one?

15. How will the ANC attempt to create a
sufficient degree of national unity to assist the
stimulation of economic growth?

16. How will the ANC protect freedom of
association, assembly and expression?

17. How does the ANC plan to recivilise the “lost
generation”” of township youth who have
become the victims of the “liberation before
education” cliché?

These concerns of ours are sincere and deserve
considered attention by one of the major political
players in our country. We trust that your
response will be in the interest of all South
Africans.

e £

W.D.A, Steenkamp, N Smit, C.] Barnard, D. Goss, J.W. Abrahams BRS MCDOugail B L. Summers, A.J. Scott, H.P Scott,
D.J. van Vuuren (jnr), D.J. van Vuuren {snr), T. Eberhand, P.W.D. van Schalkwyk, D. Erasmus, P. Steenkamp, R. Emett,
N. Jeppe, A. Gerber, P. Rousseau, B. Cronjé, G. Steyn, A M. Troskie, H.).P. Klopper, P. Weiss, H. Herbst, M Foune,

S. de Beer, P. Fourie, F. Mostert, M. Potgieter and ). Leonard.
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' David Sadka ... changes are
. Killing pearl of Johanneshurg.

B

.|,-Francina Mogashoa ... our
customers are getting lost.

Zaira Gandhi . . . passing trade
down. Pictures: Herbert Mabuza

Rockey Street

By Louise Burgers

Municipal Reporter ﬂw.ou

“They are killing the pearl of
Johannesburg,” is how one
Rockey Street trader has de-
seribed the recent road changes
in Yeoville.

Some traders in the trendy
suburb are worried at the sud-
den slump in business since the
Rockey Street one-way was re-
versed and the one-way extend-
ed to the Raleigh/Kenmere
street intersection.

Now that traffic to the east
has been diverted to Hunter
Street, there are no cars and no
customers in Rockey Street in
the afternoons, say traders.

“The changes are very, Vvery
bad for business. They (the
council) are making Rockey
Street a highway. People come
here to talk and enjoy them-
selves, but now, after 4 pm
there is no-one on the streets.
They are killing the pearl of
Johannesburg,” said pawn shop
owner David Sadka.

“They should rather_ build
schools with the money:”: .

Greengrocer Steveo dos
Santos said business was down
by more than 50 percent.

“Really, { don’t know how 1
am going to pay my rent and
expenses. I don’t know why they
are doing this.”

Southern Transvaal motor
traders association chairman,
Sydrey Druckman, who owns a
petrol station in the areaj has
experienced a 90 percent ~drop
in the Rockey Street side of his
business. “I am disgusted at the

traders slam

Stew 241510
mJ whole redevelopment operation.

This is going to be the end of
Rockey Street from a trading
point-of-view.

“I voiced my disapproval
right at the beginning and I inti-
mated that this would affect all
traders. I was assured that I
must be patient and this de-
velopment would be to our ad-
vantage. We are the ones losing
the money now, not the deve-
lopers and I would like to sug-
gest that the thing be put back
the way it was.”

Shabier Chopdat said business
was dead in the afternoons.

Francina Mogashoa and
Esther Zwane from an African
craft shop agreed. “People are
getting lost here. It is unusually
quieter in the afternoons — cus-
-fomers are phoning us to find

_out how to get here now,” Ms
Mogashoa said.

Cafe-owner Zaira Gandhi said

the changes had affected pass-
ing trade in the evenings, but
she hoped the increase in morn-
ing traffic would bring more
business. R :
. Foltowing complaints, Yeo-
fville councillor Mariin Sweet
has persuaded the traffic de-
partment to reinstate the traf-
fic lights at the intersections of
Raleigh and Bedford and Ra-
leigh and Kenmere streets.

“Naturally there is going to
be a certain amount of chaos at
first and business will go down,
but according to officials the
changes will benefit all when it
is finished,” he said.

“Rejuvenation and redevelop-
ment is essential for the area or
it will degenerate into a slum.”

changes

- TE
Shabier Chopdat . . . business
now dead in the afternoons.
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ed at redevelopment operation.
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teveo dos Santos . .. busi-
ness down by 50 percent.
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ratio of one Premier share for nin
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shgx.-es —~ in hpe with the current mark::
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ing in Metro if all Metro sharehold:rgtgg-
cgpht the Premier offer and follow their
rights. Management control of Metro is

Metro & p;ﬁ)s] 1

industry and to Premier” and it will bene-
fit shareholders of Premier, Metre and
Score.

Metro will raise about R142m in a rights
issue aimed at reducing borrowings, and
will acquire the entire issued share capital
— 15,1-million shares — of Score Foods.

Utian says the deals will create a more
focused company operating in two areas.

One will be a large wholesale distributor
of food and allied products, incorporating
Metro Cash and Carry, Trador and Trade
Centre, and the other the merged retail
supermarket operations of Score and Fair-
ways. These will operate independently in
separately listed companies.

Premier will have an approximately
54% holding in Metro and in Score depend-
ing on the outcome of the Premier offer
and the Metro rights issue.

Score group CE Carlos dos Santos has
been appointed CE of the cash and carry
operations and Score retail operations CE
Chris Burgess has been appointed CE of
the merged retail operations.

Utian says the deal will unlock “a large
amount of wealth”. Metro’s reorganisation
and recapitalisation will result in it oper-
ating profitably.

@%@g icarm Fage 1

The elimination of intermedfaté holding
companies in the Score Foods group Hi-
Seore or Score-Clicks is being considered
following the deal. This could affect Pre-
mier’s shareholding in Clicks. .

Negotiations for Metro to dispose of its
interests in Frasers, Greenstein,and Rosen
to a consortium of investors have reached
an advanced stage. .

Utian said other minor divisions of Met-
ro would also be disposed of to ensure focus
on the core cash and carry business.

He said during an investigation of Metro,
about R170m was required to be written
off relating to losses from the proposed
sale of Frasers.

Metro human resources director Piet
Strydom said over 800 jobs ghould be saved
by disposing of Frasers.

VERA VON LIERES reports that an SA
Commercial, Catering and Allied Workers’
Union (Saccawu) spokesman confirmed
yesterday that the union had received
notice of the withdrawal of retrenchment
notices affecting more than 1000 workers.

. He said although the union was
“pleased”, it believed Tradegro manage-
ment needed to guarantee workers’ jobsidn. -
terms of the sale.
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Downturn forces
Focus to pass its
1nter1m d1V1d§:£)d

FOCU’s mmgﬂ@

passed l.tS JAnterim dividend
for the’ ﬂrst time since its
listing ini; August 1987, as
profits of the store group
were hird, hit by shrmkage
and the severe downturn in
consumer Spending,

Earnmgs were (,71c a
share for the six months to
end-January, but no com-
parative figures have been
provided. as the financial

to July...

'} sue to raise about R7,1m to

fund working capxtal re-

'| quiremeénts. A year ago the

group raised R63m in a

| rights offer to pay for ac-
| quisitions,

MD Michael Cohen' said:
“The group is now in a con-
solidation phase after hav-
ing fully integrated the
Cashworths and Smiley
Blue acquisitions.”

Startmg with 14 stores at
the time of its listing, Focus
has now assembled a port-
folio of 113 stores, 80 of
which are owned by the

| company. The balance are
|on J[franchise. .

Besides' ladies’ clothmg,
Foces also, runs a men’s
clothing division and Mat-
tress World,: SA's largest
speciality beddmg firm

year-end-has been changed

At the same time, Focus '
has announced a nghts is--

Cohen said the group '

| MERVVNHARRIS |

would have a strong capital
base for future growth
after the rights issue. :
Gearing would be re-
duced to about 40% after
the rights issue and would
help to reduce the interest
bill which, at just over
Rim, eroded most of the
group trading profit- of
R1,3m on turnover of R35m
in the interim penod under

‘review,

This left net attnbutable
profit of R283 000 before in-
terest and dividends 6n con-
vez;tlble debentures. The
group's income oceurs
equally in its two reporting
periods.

Focus shares, which fell
to 15¢ after tradmg at30cin
August last year, rose 20%
or 3c to 18c yesterday.




| Shoprite aims-at

R 1bn in turnover
Lo ?4]19 "IJ?

. \J LINDA ENSOR
CAPE TOW,
year benefit of the Grand Supermarkeis acquisition in
August 1990, is expected to top RL1bn (R732m) in the
financial year to end-February 1992,

This was said by Christo Wiese, chairman of Shoprite’s
parent company, Pepkor, at a presentation on the group
fo members of the Invesiment Analysts Society at the
Mount Nelson Hotel on Monday night.

He added management was determined to ensure that
Shoprite’s profitability s“reflects a growing realisation of
the potential”.

< In its last financial year Shoprite was plagued with
stock losses, which Wiese described as emanating from
the lawlessness in SA society and from widespread un-
employment. The stock losses contributed to the decline
in Shoprite’s operating margins to,1,76% from 2,76%.
Pepkor’s margins fell to 8,59% (9,00%)

“Active steps have been taken to counter stock losses
and top management is strengthening managerial teams
and developing systems to prepare the group. for the
future; A programme has been launched to implement
new electronic stock control systems over the next year,”
Wiese said. :

while newly acquired Smart Centre would improve turn-
over and earnings growth in the current year, .

of clothing and textiles and in setting up stores.in other
parts of the world, and had concluded an agency agree-
ment with a Buropean associate. g

n the Pepkor annual report released on Monday,
return-on capital employed shows a rise io 49,92% com-
pared: with:last year’s 48,61% and the 22%..of 1986.
Gearing wasup at 233% (4,5%) and earnings on ordinary
shareholders’ fund down to 39% (41,2%). The stock turn
improved to 4,95 tirnes from 4,41 times.

é‘l — Shoprite’s turnover, boosted by the full-

. Wiese said Pep should produce satisfactory results

Pep International was involved in promoting exports '

b
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Busmessmen ask

Ma l

Staff Repor d

The group Businessmen for
Growth and Stability took out
an advertisement in 10:pationat’
newspapers yesterday demand-
ing that ithe ANC formally set
out its bposltmn on business in
South Africa.”

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

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

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

Although there were no fur-
ther ads in the pipeline, Mr
Emmet said the grnhg was
growing rapldly And ‘Woiild con-
tinue to ask’ questwnéJ and!try to_
get answers' frony ‘the! 'ANC on
the country’s pconomlc future

Unless thése answers 'were
fortheoming, businessmen

24519 il .

)y answers

would be forced to “seek a more
hospitable climate elsewhere”
with “devastating consequences
for all South Africans.”

@ The ANC yesterday said the

advertisement smacked- of

propaganda, ‘r“

It said that while ‘the 17 ques— !

tions raised by the businessmén

were of concern to all South |

Africans, the advertisement
was not a real attempt to ad-

dress the serious issues facmg '

Ry

It noted that in the earlier |-

advertisement, Business for
Growth and Stablllty “rajsed

questions in such a way as; t0.]

portray the ANC as a terrorist
organisation™.
The ANC proposed that these

businessmen should invite' the \

organisation to meetings,.'con-
sultations and briefings so that
the ANC could put forward: 1ts
own views, S
Earlier yesterday, rANC

spokesman Carl Niehaus-said |’

many of the questions -would
presumably have beentans-
wered by Mr Mandela at a’ pri-

vate briefing attended bystock- |

brokérs and investment manag-
ersin Johannesburgfthzs week.
He said Mr Mandela’s re-
marks had reportedly‘been well
received by the gathering.
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_ 53. Erf 8617 sation or individual concerned and (c)
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| 55. Erf 8619 matter? on
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immigrated to South Africa during the perio
HOUSE OF ASSEMBLY (i1 wm_EmQ 1961 to 30 June G\R (it) 1 July
1976 to 31 August 1985 and (iii) 1 September
1085 to 31 December 19907
QUESTIONS BOOLE
tIndicates translated version. The |STER OF HOME AFFAIRS:
For written reply: @ )
General Affairs: (i) 143196 560 680
. (i) 116844 279559

(i) 45748 55098

- . ts
These statistics only refer to new emigran
and immigrants and do not include re-emigra-
tion and re-immigration.

SA emigrants/immigrants: numbers
339, Mr P G SOAL asked the Minister of Home
Affairs:
How many persons (a) emigrated from and (b)

HOUSE OF ASSEMBLY
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munity, labour and polm-

cal organisations in Mah-

o welereng, néar Pot-

gietersrus, has resolved to
embark on a consumer

I boycott of white shops in
the town from June 15.

The meeting, con-

§ vened by Azapo and at-
I tended by ANC, Cosatu,
| Nactu, commerce organ-

isation and civic associa-
tion, strongly condemned
the random assaults on
black people in town last

§ Thursday by AWB mem-

bers after the farmers
march in the town.
Several people were

| seriously injured and
§ many workers were al

lowed to go home early

§ after news of the beatings
¥ spread around the small

town.

Racist

The rightwing whites
also  distributed racist
pamphlets stating that the
whites found black people
dying of diseases and

walking around naked, -

killing each other.

They said they had
found blacks starving and
had developed farmms to
feed them, -

Other rightwing whites
on Saturday went about
threatening to kill black
people in the streets of the
town, declaring that any
black person found after
12 noon would be as-
saulted and kiiled.

The meeting of organ-
isations resolved to call a
community meeting on
Friday to ratify the deci-
sion of the boycott, which
was initiated by Azapo
following the detention of
BCM activists and their
alleged torture by police.

The boycott is to press
for the release of det-
ainees and  political
prisoners, and 1o call for
the resignation of the
Government. A spokes-
man for the Consumer
Boycott Committee
formed at the meeting, Mr
Tsoaledi Thobejane, said
yesterday that the Friday
meeting would be held at
the community hall and
would start at 2pm.



Pick n Pay ploughing:
back some of

MORE ‘than RS miliion a
year js being channelled
from Pick 'n Pay’s profits
into social resposibility
programmes - one of the
biggest contrbutions by a
company, said the
chairman, Mr Raymond
Ackerman, at the- annual
meeting  yesterday in
Cape Town,

ZzA LS\

“If other companies
did the same more than
R2 billion could be raised
for social uplifiment and
we would not need a new
government to force busi-
ness to be socially respon-
bile,” R
Pick ’n Pays’ contribu-
tion is between 6 and 7
percent of after tax profits

| Pre——— —

H

.
r

profits -

and contribution s
likely to increase as prof-
its improve. E

Turnover is now run.
ning about 17 percéit
ahead of a year ago it
not as high as the direc-
tors would like, said Ack-
erman,

He was ‘“‘not madly
confident”* about earnings
in the first half of the cur-

~Tent year because of the

depressed economy. -
Managing  director
Hugh Herman told share-
holders " almost - every
retailing ~* group  had
reported . an * increase in

A

. stock *Shrifikage®” which -

was “largély due to 'the g

recession and state of uiit

rest in,the country. -

Sowetar Correspondent
——
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Istan cuts earning
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[ MARCIA KLEIN

CASH-flush photographic and
electronics retailer Milstan Hold-
ings (Milstan) reduced its operat-
ing margins in the year fo end-
February in line with its policy of
building market share,
. Milstan, which now trades only un-
der the Stans and Miltons banners to
maximise its marketing and improve
its cost effectiveness, showed a 54%
decline in earnings to 8,9¢ (19,3c pre-
, viously) a share, and it more than
halved its final dividend to 2,25¢ (5,75)
4 share,
. The’19% increase in turnover to
R129,7m (R109,1m) largely represent-
ed “orgamc growth and the desired
gain in market share”, firiancial di-
rectof Laurence Etkind said yester-
day. quever operating- profit
plunged 47% to'R4,2m (R7,8m), Te-

Milstan Holding:
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flecting a drop in operating margins
from 7,1% to 3,2%.

Net interest received of R29 000
(R372 000) and tax of R1,6m (R2,7m)
— on a higher tax rate of 38,8% —
resulted in a 54% drop in attributable
profit to R2,4m (R5,3m). The full-year

......

Ing m%gms

dividend of 45¢ (8,0c) a share . was
covered twice by earnings.

Etkind said Milstan remained lig-
uid and was expanding its chain of
consumer electronics stores in prep-
aration for the economic upturn.

Milstan’s finaneial strength made
it possible to maintain its pohcy of
apgressive marketing and expansion.

Last year it had planned to widen
its customer base to serve the broad
spread of consumers in SA.

Operating budgets for financial
1992 had been prepared on & conser- |.
vative basis, as the timing of an up-
turn in the economy was uncertain.
Etkind expected an improveritent in
operating profit for the year, and ex-
pected the tax rate.to remain at
about 40%. o

One new store had been opened
since year-end, and’ another two
would open this year.
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Che cker
A DUTCH company with an interestin
Spar International is believed to be one of
the major players in the race to acquire
Checkers. J X

Various sources said yesterday they be-
lieved a Dutch company had been interes-
ted in Checkers, which is up for sale as part
of the unbundling of retail giant Tradegro,
announced in March, coo

SA Spar Guild chairman Robin Burnill
said 1ast night he could neither confirm nor
deny-the speculation. He'would-say only he
believed there were a number &f parties
speaking to Tradegro parent Sankorp.!

A source said if the Duteh conipany was
involved it would be good news for Che-
ckers; as he had heard it ran other storesin

Another source said it ‘was unlikely
Checkers,.which has 168 stores, woild be

franchised or turned into a voluntary

a

group'such as Spar as it would be difficult
to franchise such a large operation. "
ShdriSA is hosting a Spar International
conference, attended by 170 delegates from
21 coiintries. oo
Black-owned retailer Blackchain and its
banking ‘associate Le Compagnie Finan-
ciere Edmond de Rothschild Banque de
Paris, was still investigating the possibi-
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lity of a takeover, a spokesman said yes-
terday, but no offer had been made.

Earlier negotiations between Tradegro
parent company.Sankorp and an unnamed
SA-based consortium with foreign finan-
cing fell through edrlier this month.

At ‘the time Sankorp GM investments
Etienne le Roux said Sankorp was talking
to other parties. Sources believed most
were based abroad. ' A

Checkers, estimated to be worth at léast
R150m, posted a pre-tax loss of R467 000

‘(profit of R9m) on a 7,5% increase in sales

to R1,7bn in the six months to end-Decem-
ber 1990.

A number of Tradegro companies have
already’ been sold, including the Smart
Centre and Frasers mine stores to Pepkor
for R31m and R13m respectively, and 70%
of Tradegro’s interest in Metro to the Pre-

:mier -group. Yesterday agreement was

reached for Metro to sell its wholesale
company Frasers to three members ofits
previous management. 2
The proposed unbundling will see ‘all
Tradegro companies sold, with the excep-
tion of Cashbuild. The unbundling is sched-
uled for completion by the end of June.
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Pepkoi

steadily upwards jn recent
years and. has in the past yedr
outperformed. the retail index,
Pepkor’sshare price s still well
below the sort of rating enjoyed
by the other blue-chip retailers.

-At its‘current level of R82,50
the share is sharply up from its
12.month low of R44 and is on
an historie price/earnings rat-
ing of 122 times and 1 dividend
yield of:2,2 percent. This is re-
latively cheap viewed against
some of the majors in the retaj]
sector stch as Edgars which is
on a p/e of 18,6 times, Foschini
* On a p/eof 184 times, Pick
Pay on 21,7 and Wooltry op 198
times...

Analysts attribute the relati-
vely low rating to a number of
considérations — the high price

of Pepkor and the fact that the -

share is tightly held. But more
significantly they helieve that
the market is slow to forget the
years in the mid-Eighties when
edrnings plummeted and the
dividend had to be passed.

The collapse in earnings was

due to diversification that went .

badly wrong for Mmanagement,
as well as substantial forex
losses, '

+But since the poor perfor-
mance in financial 'gy manage-
ment has steamed ahead with
turffover surging” from
R867,7:million to R1,9 billion in
financial '91. Over the same
period -earnings per share in-
creased from 85,9¢ to 678,6c —
despite an increase in-the tax
rate from 23 percent in 88 to 42
percent’in’91.73C{L i~

Return on capital employed
rose from 22 percent in '87 fo a

"well on
R 39\‘;]"1\‘.-'
earning blue chi

Aithough it- has been moving

way to

staggering 50 percent in ’9],

It is difficult to fault Pepkor
on any front, As chairman
Christo Wiese stately at this
week’s presentation to the ‘In-
vestment Analysts’ Society: “We
have got to where we- are today
by setting and keeping our
sights on being a major force in
mass retailing. We dominate
the sectors we serve, .

“We operate within tight pa-
rameters and investment disci-
plines and according to a clear
set of values. Our formula gives
us a competitive edge. It is one
We can export — in the cas
Pep-and-Ackerniaiis.” “"_fa?-’f—

The current three-year plan

_inyolves the opening of 60-—1((
M{eaeh year.
The “markef-niche-that Pep

Serves appears to be well pro-
tected from the vagaries of: ec-
onomic cycles, When fimes are
good, the higher levels of em.
ployment bring more people
into the labour market who he-
come Pep customers. -When
times are bad, the effects of in-
creasing unemployment is
matched by the tendency  for
consumers to trade down,

Longer-term the group can

. look forward to the benefits of

applying its retaij “technology”
to the European market. Slow
and considered moves are being
made in this direction, X
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P.momm could

fall with VA
Pick 'n Pa

chcb\f..@.\.\/ \W.u.

PICK ’n Pay chief ex-
ecutive Mr Raymond
Ackerman said the in-
troduction of Value
Added Tax should
result in a 1 _um..nna
drop in the price of.
non-perishable goods.

The drop would cotre-
late with the rediiction in
the tax rate, from the cur-
rent 13 percent rate of
GST to the 12 percent
VAT rate.

However, Ackerman
said perishable goods,
which were exempt from
GST, would rise by 12
percent.

Perishable iterns
represent 40 percent of

Pick 'n Pay’s sales; h
said.

Ackerman also said he
was ‘‘lerribly worried”’
about how manufacturers
and retailers are going 10
react to the changeover to
VAT because he believes
many will use the intro-
duction of VAT to raise
prices.

Ackerman has now
launched a campaign 10
get the Government o
adopt an ‘‘add-on’’ sys-
tem for VAT, in which a
good’s marked price
would not include the tax,

He said: ““I'm launch-
ing a campaign for an
*add-on’ and not an ‘add-
in’ system for VAT be-
cause it will show perish-

g

ables have gone up by 12
percent and all other
items have come down by
1 percent.

‘““Customers will be
able to see retailers have
brought the price down.”

“I'd love to have the
‘add-on’ system because 1
have a long list of items
where we will be able to
bring down the price. But
customers will not be able
1o see it.”’

Ackerman agreed the
‘add-in’ system  was
easier for unsophisticated
people becanse they paid
the marked price. But, he
said, the system ‘‘hides a
number of sins’’ of both
manufacturers and
retailers.
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{ JOHANNESBURG. — A Duteh company with an

“iiterest in Spar International is believed to bé one

T 96 the major players in the race to acquire Checkers.

L& 'Various .sources said yesterday they believed a..

“Diitth company-had been interested in Checkers, -
siwhich is up for sale as part -of the unbundling of
iBeretail. giant Tradegro, announced' in March, - *
REPSA Spar Guild chairman Robin Burniil said.last
Honight he could neither confirm nor deny the specu-
kinlation, He would say only he believed theie were-a’
L ;lklumber of parties speaking to Tradegro barent San-
XD, . - R T
['%% A sdiiree said if the Dutch company was,inyolyed
it would be good news for Checkers, ashé had:heard
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DISTRIBUTION
MAKRO’'S METHOD

Traditionally, the distribution chain has been
segmented into neat compartments —
manufacturing, wholesaling and retailing,
But these terms are becoming anachronistic.

Fifty years ago a wholesaler such as W G
Brown or Jaggers sold to independent gro-
cers on credit and made the deliveries itself.
There was no question of a wholesaler going
around his customers and selling directly to
consumers. But from the Seventies the
wholesaler was replaced by the cash-and-
carry, which, as the name makes clear, did
not offer credit or deliveries.

The traditional wholesaler went to the
wall, though W G Brown realised it could
survive as a supplier to franchises, so it
became the supplier for the Spar chain.
Meanwhile, the cash-and-carrys have be-
come more and more like retailers.

Makro introduced the cash-and-carry
concept to SA in 1971 and today the com-
pany, under holding company Weoltru, is
perhaps the least pure of the wholesalers.
The Makro card, which enables customers to
buy at Makro's outlets, is widely available to
nontraders, as is the Trade Centre card.
Only Trador and Price Club rigidly enforce
the traders-only rule, because of pressure
from their retailer customers.

“We see ourselves as much more than a
traditional cash-and-carry,” says MD Mark
Lamberti. “That term implies a narrow
range of commodities and a stark trading
environment. But we are an intermediary in
the distribution chain and the overwhelming
majority of our business is either for resale or
is purchases-in-bulk by companies, of cater-
ing products or stationery, for instance.

“People buy from us who also buy directly
from manufacturers, and people buy from us
who also buy from hypermarkets. But our
shops are not designed for small-quantity
convenience purchasing. Besides, forklift
trucks moving pallets up and down the aisles
are very unattractive to the average house-
wife.” In nonfood items such as audio equip-
ment and garden furniture, much of Makro’s
business is directly with consumers, but this
will never be the main focus.

“We have a competitive edge when we can
carry out certain functions in the distribution
channel so efficiently that the manufacturer
is prepared to delegate them to us, If Lever
Brothers can deliver a bulk order to us in-
stead of carrying out dozens of small deliv-
eries, its costs are reduced. If a portion of this
cost saving is passed on to us, and our effi-
ciencies are such that we in turn can afford
to reduce prices profitably to our traders,
then we have established a role.”

This pame is primarily about efficiency,
with sales per square metre and sales per
employee the all-important considerations.
Above all, wholesalers can never afford to be
out of:stock. Poor stocks, after poor manage-
ment; :i§ the main reason for the disastrous
results of rival Metro.

Lamberti says there is
little loyalty in wholesaling.
Most of Makro’s customers
also hold the cards of the
rival operations. Price is the
dominant consideration, and
the accessibility of the store
is a close second.

A constant complaint by
retailers is that wholesalers
are havens of GST evasion.
It is argued that the intro-
duction of VAT in October ; //
will hit the wholesale busi- ~ Lambert ...
ness heavily.

Lamberti’s answer is sim-
ple. “The argument is based on a spurious
assumption — that our customers are not
paying GST.” He says the image of whole-
salers living off thousands of spaza stores is
misleading; formal traders are still more im-

carry and more

BUSINESS & TECHNOLOGY

portant to their business.

“But there is great poten-
tial from the informal sector
as a means of distributing
into areas inaccessible to for-
mal retailers. You only have
to look at South America
and the Far East to see the
potential for independent
traders.”

Wholesalers cannot neces-
sarily buy more cheaply than
retailers — the sheer size of
the major chains enable
them to offer keener prices.
They score because they are
not required to fund the costly second leg,
from the warehouse to the retail outlet. And
if a consumer is prepared to venture into the
impersonal environment of a hypermarket,
can a wholesaler be that much worse? W




‘Specialty@

planmnég\gm‘
[ new stores

Specna]ty Stores achleved satis-
- factory: growth in;the past 12
. months; in spite. of difficult trad-
ing condxtnons chairman Dr Nic
Labuschagne said’ in ‘the annual
report released yesterday. |
e the 'pést’ year 'to” ‘February
28, *Spemalty lifted sales by 33
. per cent;'to R246 million_and
achlevedtan operating ‘profit of
R27,7 million, which is 24 per cent
ahead of the prevmus year,-
Earnings per.share, .now fully
 diluted by, the recent rlghts issue,
“‘were seven percent hlgher at 75 1

11

- cénts a share :
o The’ base “for:. Chmstmas trad-
ing' was 'low and with fewer store
' openings; the credit divisions (Ml—
Jlady’s and . The Hub) shouid- be
» able to- focus on further 1mprove-
ments mlmargms as there is con®
. srderab]erpotentlal 'in-this’ area
accordu;g to Dr Labuschagne! ™
VAWe, ‘éntlmpate continuing to
. grow our “Cash divisions at:a fast
rate ar!glhl? new cash’ retail stores
' vxew to developing a. better bal—
- ance between cash and credit re-
tailing in the group.”,
* "He did however .éxpect- d1ff1-

. cult tradmg condxtmns to econ- :
“tinje: durmg the first°half of thé_

— el

fmancraluyear with most 'of the .

growth e profxtablhty occurrmg
.-in the & cond half. - .
| “We iare, however, confrdent-
. ly budgetmg for ‘an’ increase:'in

earnmgs*m the 'year ‘ahead which -

_will ho longer be distorted at the
“per ‘share level -by 'the recent
rights issue.” — Sapa




Market speculzglcg
on Wooltru-Dion deal

By Maggie Rowley= ¢ & stq)

A big jump in the share prices
of Wooltru and Rusfurn has fu-
elled market speculation that
Wooltru is poised to take over
Dion Stores. '

The Wooltru share price has
jumped more 600c since May 17
to a high of R82 while Rusiurn
shares have risen more than
22 percent from 90c to 110c a
share after reaching a high of
120c on May 24. However, that
is still well below its high of
160¢ in February.

Wooltru chief executive Colin
Hall yesterday declined to con-
firm whether Wooltru had en-
tered into negotiations with
Rausfurn. ‘

“It is pure speculation and I
cannot comment,” he said.

Speculation has also involved
other companies in the Rusfurn
stable, which includes Furniture

et~

Fair, Harmony, Montanna,
Wanda, Frasers Furniture,
Arrow and Giddey’s.

Geoif Austin, chairman and
chief executive officer of Rus-
furn was not available for com-
ment. ~

Rusfurn reported a five per-
cent increase in earnings to
R64,8 million at the December
1990 interim stage, partly due to
the “nightmarish time” it had
had with the acquisition of Fur-
piture Fair in late 1889.

At the release of the interim
results, Mr Austin said exten-
sive discussions and investiga-
tions were taking place to re-
structure the group’s capital
base.

A 138 percent increase in in-

‘ terest charges to R317 million

for the six months, he said, re-
flected funding needs of the
debtors book, which had a gross
value of R1,1 billion. .-
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A black assault on the ramparts
of white-doitiinated business is

! being spedthieaded by the Nation-
al African Federated Chambers
of Commerce (Nafcoc),

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

Singling out Angle American
Corporation, Barlow Rand and
Southern Life as culprits, Dr Mot-
Suenyane urged big business to

| - “change this policy drastically” to

5

ants mor
Star’ 2K oo
give significant numbers o
blacks the opportunity to influ-
ence the way major corporations
conduct their business.
He reiterated a demand rade
by Nafcoc last year that blacks
achieve specified levels of repre-
sentations in.the forma) sector of
the economy by the year 2000,
such as the holding of 30 percent
of directorships on JSE com-
panies, a 40 percent black stake
in equity of quoted companies, 50
percent of the contracted out
business of white companies go fo
black concerns and 60 percent of
-Managerial positions be held by
blacks. ™ . "
Zimbabwe had failed to take
mcosﬂwmmcwmm..wnwmznmEmgomwm

Y in big

3
e
]

8

.. Ti 4.m¢ it
heard, and there had been “v:
little black penetration into their
companies in 11 years of indepen-
dent rile”. A conference was to
be held in that country on June 16
to consider steps to increase
biack involvement in business.

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

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

=

-
w.m.m :
y B

" ‘as” instniments of reconciliation!

business

- -

1%

for, political and ethnic oppo-i
nents”, o {

“We must retain our palitical i
neutrality in this regard if wes
are fo ensure the survival of our}
businesses,” Dr Motsuenyane ad-}
vised. g
He said the black business

movement should “learn to mﬁmmau

ML

- on its own feet again”. H

_black business organisations be- *

i

Nafcoc, which was formed: 271
years ago, had coped without,
sponsorship from white business }
until 1976; now it risked sacrific- 1
ing its leadership role among |
cause members had hecome com- |
placent and had lost some self-re- '

pe

liance, 1
e ]
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Ndrthern Transvaal Bureau

’I'he Messma Town Council has
beenr asked to resign immedia-
| tEly or face a consumer boy-
i cott- by Nancefield township
r't;sidents in the border town to-
mortow, the civie association
said this week.

¥We regard the council as an
apartheid-appointed authority,
which does not have the inter—
ests of residents at heart,”
ciyic association spokesman

Sald Aaiges b

Quit or face b

He claimed that water rates
and service charges had soared
to unacceptably high levels. A
memorandum detailing these
and other complaints and de-
manding the council’s resigna-
tion had recently been handed
to the Nancefield community
council chairman after a pro-
test march.

Leaflets urging residents not
‘to support the boycott have
been circulated in the township.
The leaflets warn workers they
will lose their jobs, saying
white-owned businesses would

oycott town gggncﬂ told

not be able to pay wages if sub-
jected to a consumer boycott.

. Attempts to contact the

 mayor of Nancefield and mem-

bers of his council for comment
were unsuccessful, and Messina
town clerk Johan Kok was said
to be on leave.

However, a spokesman for
the Provincial Directorate of
Community Development in
Pietersburg said the Nancefield
council, though not planning to
resign, was giving attention to
the grievances of the civic asso-*
ciation.



TELJOY F¥ 211 ST @
GROWTH PICKS UP(30)

After some weak carnings increases (3% in
the year to March 1990, and 5% at the
September interim), Teljoy lifted earnings
by 18% in financial 1991 — but only in
comparison with restated 1990 figures. Tel-
joy accounted for a contract for the sale of
6000 TV sets to Zimbabwe in 1990. The
first 3 600 had already been delivered when
Zimbabwean import regulations changed
and the contract was annulled.

The annulment brought 1990 earnings
down from R17,6m to R15,8m., Without this

SOME JOY

Year to March 31 T1990 1991

Turnover (RmM} ..oueerenes 116 147
Oparating income (Rm} .. 27 - 32
Attributable (Rm} .......... 16 19
Earnings (c) 27 32
Dividends (c} 13.5 13,6

Teljoy’s Rutstein ... more

vzewers prefer r

™M 3s) 1) ( 30 )
restatement, earnings grew Just 5,6%.
chairman Theo Rutstein says the sets have
been recovered and will be sold in SA. He
expects realising the same R1,8m to the
bottom line by the end of financial 1992, on
top of 2 budgeted real increase in earnings.

Some balance sheet numbers look uncom-
fortable. Gearing increased from 1,05 to
1,21, though it is down from 1,4 at half-time.
Interest cover deteriorated from 3,5 to 3,2,
and interest-bearing debt rose by 29%.

But Rutstein says that R54m was spent on
capital items, including R38m on new TVs
and VCRs and R11,6m on the acquisition of
Telerama Rediffusion, to expand the busi-
ness systems subsidiary. He expects gearing
to fall below 80% by the next year-end.

Rutstein says viewers increasingly prefer
rental to ownership of TV sets. Unlike HP,
rental requires no deposit and this has been a
selling point for the group. Developments in
TV technology could soon make existing sets
obsolete, and Rutstein believes this would
create new opportunities.

Teljoy remains the dominant company in
TV rental. Group turnover is 26% up on the
restated figures, and still 22% better than
last year’s published figures. Growth has not
tapered off, despite the entry of Tedelex’s
Empisal into the market in the 1990 year.

Though Teljoy still derives 80% of sales
and income from TV and VCR rental, Rut-
stein says new growth opportunities will de-
rive from the business services division,
which installs video camera security in of-
fices, hotels and casinos, and he expects
opportunities to arise from educational TV.

Teljoy is quoted at 220c, a p:e of 6,8. The
results have had no material effect on the
price. It is trading below average for the
retail sector but at a higher multiple than
most competitors — the furniture companies
that actually sell TVs. The dividend was
pegged at 13,5c, giving a yield of 6,1%.
Dividend cover was raised from two to 2,4.

If interest rates come off, the TV purchase
market could pick up at Teljoy’s expense —
but the group will be more than compensated

by the consequently mcrcased interest cover.
Stephen Cranston
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respect of the alienation. One womm not .:nnn_ “:Mﬂ
link road for that. mercial and ustri
development.

The MINISTER OF HOUSING: Mr O:m__..._.:m_w._m
that road is a necessity. ~.€mE ﬂ.o noq.zﬂ uawz-
everybody, including the O_S.w Engineer M n% o
ment, who assisted us in getting that roa m (e
mark. Other people struggled to do so M I
years. A road will serve some peopie an ot
serve others. Those whom it momm not .mnﬂ-.n _:Hn_
take it for granted that 5.@ road is cn..:m:on_“ -
in the right place, It is being located in w wm<mm !
place and I want hon members to go mua. fave 2
look at it. The hon member .mo.. Caven :_m .:o:
hon member for Mariannhill mu.m other o
members from that area could guide them al
show it to them.

We have subsidised housing in Lotus .Qmo_.n_nmw
We are subsidising land development E: ovq
ville. The people of wrm:o_.om.m were put | m_.nm y
the Department of Community Development.

The LEADER OF THE Oﬂ.ﬂgbr OE_OMJ
TION: But who has a finger in that commercial
development?

The CHAIRMAN OF THE HOUSE: Order!
The hon the Minister may proceed.

The MINISTER: Not me! The hon ﬂ._un Leader of
the Official Opposition must not E.mmmn every-
body by his own standards. [Interfections.}

The CHAIRMAN OF THE I.OCmm” A_wanw_m“
am not going to permit a slanging Bwﬂns monﬁn
the floor. [laterjections.] O_..mm_._ The hon e
Leader of the Official Oppositicn must con
himself. [Interjections.]

The LEADER OF THE OFFICIAL Ov.m.OE-
TION: I crave your indulgence, Mr Chairman,
Aspersions have been cast on me.

The CHAIRMAN OF THE EOCmm“ O_”m.wﬂ
The hon the Leader of the O:..mn_m_ Oﬁ_ucm_m_n
must find some other opportunity to respond to
that. The hon the Minister may proceed.

i i the
e MINISTER: I am trying to explain to
”Wﬂ of my ability what has been n_onn. The H.M_m“
is a necessity. The Durban City Oo::ﬂOcq
assisting in order to arrive at the cost. qur
consultants will work out the cost and appor

HOUSE OF DELEGATES

the costs between the Durban City Council and
the Development and Services Board.

Mr M RAJAB: They agreed.

The MINISTER: They are waiting for those
figures.

The LEADER OF THE OFFICIAL OPPOSI-
TION: No, they refused.

: lopment and Ser-
The MINISTER: The Deve
vices Board has agreed. I do not _894. .E_ux the
hon the Leader of the Official ..UEuoW:_o: is so
negative. Why is he negative? Isit to benefit . . .
[Interjections.]

The LEADER OF THE Oﬂm—orﬁu Om._un.um_.
TION: Because you've got a vested interest!

The MINISTER: I do not! He failed and his
failure is now evident.

The LEADER OF THE OFFICIAL OPPOSI-
TION: This is a scandal!

The MINISTER: What can be done? I will nn.wﬂ
the hon the leader to Shallcross and show a:.ﬂ
what can be done. As far as 1 am concerned,
take full responsibility for that road.

The CHAIRMAN OF THE EOCw.m." Oq..._aw_ 1
regret that the time permitted for this interpelia-
tion has expired.

Debate concluded.

QUESTIONS .
tIndicates translated version.

For oral reply:

o DI
Certain persofrsailocation of site

*1. Mr D K PADIACHEY asked the Minister of
Housing: - cout
i ite in Lenasia
hether a business site in S

Mﬁa:&on 1 was allocated to a certain person,
whose name has been furnished to :z.v. 3:.__;”
ter’s Department for the purpose of his rep wm
if not, why not; if so, what (a) are the Hm_n.wwm
n_nnm:.m and (b) is the name of this person?

D182E
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The MINISTER OF HOUSING:
No.

ation.
(a) Falls away.
(b) Falls away.

©
The LEADER OF THE OFFICIAL OPPOS]-
TION: Mr Chairman, arising out of the raply of
the hon the Minister, would ke inform the House
as to whether a standard procedure is applied in
respect of identifying resettlement cases and

allocating business sitas in respect of resetile-
ment cases?

The MINISTER OF HOUSING: Mr Chairman,
I do not know whether the kron the Leader of the
Official Opposition is referring to the cases in the
Transvaal for which we are trying to make land
available from an industrial estate that has been
established. No sooner were some applications
under consideration, than we learnt there were
many people who were interested in acquiring
land and who had lodged applications with our
Department. As a resqlt of that the Department
has put out an advert calling for tenders from
people so that they could be adjudicated, be-

cause the number of sites is not sufficient to

satisfy all the applications that have been made,

This particular one has been sent to the Housing

Development Board for consideration.,

MrD K PADIACHEY: Mr Chairman, further
arising out of the hon the Minister’s reply, would
he tell us whether [and will be set aside for the
Jcmnxwma traders in the Lenasia area?

Mabitmimianiei

The MINISTER: Mr Chairman, the backyard
traders are not really considered to be traders. A
man who is doing panelbeating in his backyard js
aninformal @:m-.:nmu_.:m:. but heisnota traderin
the sense that he is selling gouds over the
counter. I get the impression that there is a large
number of these People looking for fand on
which they can setile themselves and do busi-
ness, and we are now carrying out an investiga-
lion to see whether we will be able to set out 5
larger number of stands, because rather than
allowing people to squat and create problems for
us, we should make stands available to these
people. If we have the required number, the
Manner in which we can distribute them will be

The possible allocation is still under eo sider-

more acceptable to our hon friend from Central
Rand.

Mr D K PADIACHEY: Mr Chairman, further
arising out of the hon the Minister’s reply, wiil he
also acknowledge that the tender system is not in
the interests of the smajl businessman?

The MINISTER: Mr Chairman, it is not a matter
of what I think. That js the manner in which the
State applies the rules, and one has to abide by
that. However, as I have said, T am sympathetic
to the representations that have been made by
the hon member for Central Rand,

Mrs R EBRAHIM: Mr Chairman, further aris-
ing out of the hon the Minister's reply, may I ask
him how he intends handling the application of

T N Day Care Centre for a créche site in
Lenasia?

The BEPUTY MINISTER OF HOUSING: Mr
Chairman, we are in touch with T N Day Care
Centre, negotiations are taking place and we are

€Xpecting an amicable settlement in respect of
this whole issue.

For written reply:

General Affairs:

N2 Zc:EO:th:nE_u Road intersection:
traffic problems

15. Mr K PANDAY asked the Minister of
Transport;

(1) Whether traffic problems are being expe-

rienced at the intersection formed by the

N2 North, Quarry Road and Inanda Road
in Durban; if s0,

(2) whether it is the intention to take steps to
alleviate these problems; if not, why not;
if so, (a) what steps and (b} when;

(3) whether he will make 2 statement on the
matter?
D163E
The MINISTER OF TRANSPORT:
(1} Yes.
(2) Yes.
(a) The possibility to provide feft and

right turn lanes, the widening of the
ramps and the changing of traffic

HOUSE oF DELEGATES
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* Buginess Development Co

(93 L\;\;’\\ By LESLEY, LAMBERT
THE R75in allocated in the Budget

r-tié Smistl
rporation (SBDC) wou d{

be invested in job creation programmes and pro-

jects'to expand its -activities, Trade and Industry!

Minister.Org Marais sdaid yesterday.

" Speaking in the Supplementary Budget ‘debate in

Parliament, Marais said R50m of the R75m would be'
“channelled:into new small businesses and training
 selieriies ‘aimed at creating new jobs. e

" A'fiirthér R20m would be invested in the develop-

ment of pioneer projects

and the remajning Rom

would be spent on technological developments, said

-Marais.

S diising the débate, Finance Minister Batend

du Plessis 'announced that the R220m allocated in
the Budget-for special aid programmes would be
included-in the contingency reserve for 1991/92 until
government had finalised the most effective means
of managing the various programmes.

This would increase the contingency reserve to

Rl4bn.. .

- A supplementary ‘amount of R12bn was voted,
including ' R505m: for social pensions, R160m for
black'education, R90m for housing infrastructure
and Rlp()m for development aid in the self-govern-

. ingaréas.. .

“The House of ﬁg‘ibresenfaﬁves was allocated an

‘additional R150m and. the, House of Delegates.an

extra R76m. . . . el
| Foreign Affairs Minister
ance that additional fun

P1k Botha gave thé és.sur-
ds appropriated to the

TBVC. states for social welfare services would not

be spent on civil servants

bl



_.ﬂn
FOm_._o:
§ wril
5. By'AUDREY D'ANGELO
i COMPANIES who want to en-
i courage ‘black entrepreneurs
&7 should set up a revolving fund
¥ from Wwhich low-interest loans
g can -bemade, suggests busi-
mmbmmm consultant Tshepo Ndala,
ti; . - Hejoined Anglovaal in 1986
% to rin; Kaiprop Industrial
£ Park;"dzsmall business devel-
“%.w,ovn_wﬁn Project in Katlehong,
fe-and. says one of the greatest
_ij_ammﬁnc._amm entrepreneurs face .
_W“._»mm ﬂEm-wum the finance to start
«..,.-HU.J ‘: w ’ i C
W.MH “A'Emall businéss person, of-
WM,M_...WH lacks the, collateral.to ob-, -
- tain finance. The banks will -
‘v not lend without security. And

R

8

business to assist

failing to allow for: costs:sich:

" a8* labour®dr - trasport wher: Qiﬂ»uﬂ.& come to Katléhong.” &

there are .80, many needing
help that.the Small Business
Development; Corporation can-
not deal with them ail.”

There are 48 businesses in
Kaiprop Industrial Park,
where about 700 people are
now employed. i

Ndala pays daily visits to
each business and teaches
basic management skills, sim-

entreprene

. quoting for a job.
.- . ‘Many have no idea how to
‘market their producis. Ndala
teaches them by example, go-
ing with them to visit prespec-
tive clients and doing the talk-
ing.

The population of the park -

changes. About 20% of the
. businesses fail. Some of the
o< other 60% become. 50 success-

ple bookkeeping systems, cost-~N\__ ful that they have to move out
ing and marketing to propr i-\ .10 premises in a better situa-

etors who started up in their

backyards and sre makinjr the b

Jdon. |
"Some are supplying very

frausition to the forinal gector. ~ ‘large ’companies,” said Ndala.

i, e finds most under-charge;

), », “Their customers are pre.
dofninantly: white- andido not:::

ursG)

Tshepo Ndala, who runs a small
business park in Katlehong,
helps black entreprencurs to'-
succeed in the formal sector. He -
was in Cape Town this week as
a’' guest of the Wine Founda-".

tion.’ Y7 picture: ALAN TAVIOR




ANY Sout A rican wb W
-en 'will be watching S
ANC’s national conference
Ve wrt keen interest next week.'

. "".For months the ANC Woinen’s'
L League ‘hias+ been pubhelsmg dts |
‘ -:con’lmrtment to ensuring that wom- 1

s en are adequately represented on
the new executive. i
"y Now, all the ANC’s regmns’hafv’é
J ragreed that 30 percent of- ‘those

‘. ‘elected onfo-the nattonal ‘executive
\ commlttee (NEC) should . be
_.Women. ‘ ST ,J
“ Présently, only three of the thrrty- '
fwe NEC members are women.
They are religions head Ruth Mom-
pati,, Women’s League premdent
Gertrude Shope and Umkhontowg: |
" Sizwe (MK) communications eh1ef ‘
Jackie Molefe. r
"The new executive has been ex—
tended to 90. Fifty must be elected,
'so 15 women will have to be chosen
Those _nominated for the posts
mc]ude Albertinah Sisulu, Ivy Mai:
sepe, Hilda Ndundi, Barbara Mase-
kela, Barbara Hogan, Linda Zama,
Frene Ginwala, Baleka Kgositsile,
.. Lindiwe Mabuza, Thenjiwe.
16l ‘Mthmtso,. Ivy. .Ndundiand Cheryl
~, Carolus; Wlnme Mandela, despite
“-‘ the? controv' sy surroundmg her,

'

largely d all-male‘affarr i
! Wrth the exceptlon .of the.,>tgvo
; women mcluded iy the’ delegatron
whrch ;met the government -at
, Groote ‘Schuur: flast ~yeat, and :the
! recent; all:‘womeén’ delegatron whtch
" met the State, Président on the § 1ssue
- .of the re]ease of- pohtleal prisoners,
. women-have:, Jot, featured around
| Ithe negottatmg ‘table, - v
Ll ,Desplte*the ANC’ ‘tated come
itment’to gender equahty, 1t,» 11!
‘bethe forgmg of non-s¢xism in prac-
tice that w111 be the u!trmate test. —

-

] Pty . [EIEETA
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Boycott to hij

Potgietersrus:

RESIDENTS of Mahwelereng decided on Friday to
launch ‘3 ‘consumer boycott of white and Indian-owned
shops in Potgietersrus on June 15. .

The' decision was taken 2t a public meeting called by
the Consumer Boycott Commitiee, a body represénting
various political, labour, civic’ and business organisa-

* tions. S’DN@‘M 3(619

All shops in the town will be targets of the boycott,
which was. first proposed by Azapo following the
w1despread «detention of Black Consciousness Move-_,
ment act1v1sts

Some’ of the detainees were allegedly tortured by po- -1
lice, The’ ’detamees are:"Cornelius Kekana,*Anthony
Alexander *Palagangwe, Sammy Maluleke, Haonale
Phunthi Mothoahae and Moruti Maake,

The meéting called for, among other- thmgs the un«
conditional release Of political pnsoners the uncondi-
tional return of exiles, the resignation of the Govern-
ment, a halt to the harassment of trade uniofiists and bet-
ter wages for workers. - . 5.

Two cars belonging to whlte companies were bumed
“in Mahwe[ereng last week. jid

.
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By MouwnnlsF
|NOMADOL0

A BOYCO’IT of R
burg’s white-owned husm—
lesses hasbeen launched
following a.refusal by the
iConservative Party-con-
trolled town council to al-
low a protest march last
‘\Satlirday.

¢ The ~march was
planned :in* accordance
withsa call byithe ANC,
SACP and Cosatu for na-
tlonmdeimarches 10 pro-
‘test at the “ongoing vio-
lence and to demand

more jobs”,
L

8 fm o5 ar

A memorandum was to
have been handed in to
the local policé station at
the end of a march

through the town centre.

The decision to embark
on the boycott was taken
by a march co-ordinating
commitiee after three
hours of consultation with
police failed to get the
ban lifted. -

In a letter datéd June
12, town clerk K De Beer
wrote to the local branch
of the’

“ANC® Yéuth
League, informing it- the 5
“application - to hold aa«w

Rustenburg on June 135,
has been refused by the
town council”.

No reasons were given.

The town’s streets were
deserted by the end of the
week, the ANC Rusten-
burg—branch rcported this
week.

Osborn Ratladl a
NUM official, sa1d the
boycott was “ndteffective
for the first three days
since it officially'began on
Monday, because of the
time taken to "inform the
people”, \;,

““Butow the boycott is

peaceful protest rnarch in mbegmnmg to bite”,

Rl RS

Boycoﬂ follows mearch ban

I T -
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“Tembisa suspendsz

Consumer hoyoon

THE Tembisa '{esidems Association by Yesterday siilf ot been paid thejr
*~-yesterday suspended 4 month-long cop- salaries. The council says jtg funds are ‘
;¥ simer boyeott becauge it haq achieved ity depleted,

. . TRA general secretary Mr George
electricity to .t(i;e township, . Bila said all employees were now on |,
o wevg' p:}f:]s?:cl\lfg AI}I:OC'I] gg:ane:r‘:fg]’ - strike and a protest mareh i Tembisa f:

0 ’ -oron had been pan 10 be held yesterday aft .
and calied for electricity to be restored o "2 9€ 10 be he yostorday afternoon

the whole area, Municipal Employees Association [
But the Tembiga Council has once general secretary Mr | ejn Claasens [z

again threatened 1o cut power on June 11 denied white employess were op strike |-

un]ess_;esidentg paid up by June 10. but confinmed they had not been paid. - |
Meanwhile, council employees hag Sapa.
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over

i| THE credentlals of the Pietersburg Consumer
i| Boycott Committee came under scrutiny this
] week as organised commerce in the town again
il] called for talks over the proposed boycott, due
.F] to begin on July 1.
| Afrikaanse Sakekamer chairman Ben de Jager said it
was difficult to negotiate with **a faceless group of
people.”
! Frank Greyling of the Chamber of Commerce in turn
Ml confirmed that a further written request for talks had
§| been sent to the boycott committee, via the ANC.
_ This channe] had been used on previous oceasions
3] and a standing agreement had been reached that there
¥ would be discussions between the respective parties be-
&l fore any future boycott actions,
In terms of this agreement, meetings to discuss the
B{ boycott had been set up for June 20 and 21, but the
§| boycott committee had not responded.
: A Press statement this week from the boycott com-
mittee denied all knowledge of the approaches from
|| business leaders, saying the relationship between the
8| ANC and organised commerce had nothing to do with
£l the committee.
: Other Press statements issued by the committee pro-
k| vided no address or phone number and a spokesman

who phoned preferred o remain anonymous.

Some businessmen in Pietersburg believe the com-
mittee members will never disclose their identity for
fear of claims being instituted against them for losses
suffered in the event of a boycott.

The committee claims to represent the ANC, Azapo,
PAC, Cosatu, Nactu and five other organisations and
refuted a newspaper report which said the commitiee
comprised of only three people.

Meanwhile, a Pietersburg attorney representing
businesses in the town has been accused by the com-
mittee of threatening organisations and individuals with
legal action if the boycott is not called off.

He said his clients reserved the right to go to court if
the boycott committee refused to negotiate and said he
had informed the commitiee accordingly.

In Tesponse, members of Azapo, Numsa and other
orgamsatlons had disclaimed responsibility for orgams-
ing the boycott he said.

“It is clear there is no solidarity on the boycott is-
sue,”” the attorney claimed.

However, the commitiee is determined to go through
with the boycott, saying, “‘we have the support of al-
most all progressive formations around Pietersburg.”
Sowetan Correspondent
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THE DAILY TRUCK PILE-UP

Distribution is 2 chronic headache for the
major supermarkets. Each day delivery
trucks pile up behind most stores, vying with
each other to unload their goods in the confu-
sion. The inefficiency raises prices, makes it
more difficult to keep shelves fully stocked,
and increases the opportunity for theft. And
there’s no end to the traffic jam in sight.

Amazingly, most supermarkets are served
by individual deliveries from individual man-
ufacturers. But the obvious answer, central
warehouses set up by supermarket chains or
third parties, is not so simple.

“There are a lot of vested interests in-
volved in distribution,” says Checkers MD
Sergio Martinengo. “Manufacturers have
set up their own distribution systems at great
expense, particularly in the cold chain distri-
bution for frozen foods, and cannot just dis-
mantle them.”

Says John Christie, chairman of indepen-
dent distributors Cape Display: “Anybody
trying to enter the distribution business now
ought to have their head examined. To set up
a national distribution network comparable
to ours would cost between R10m and
R15m, and the skills in the industry are hard
to come by. So | certainly sympathise with
those retailers who would rather stick to
shopkeeping than meddle in another disci-
pline. We certainly do not intend to try to be
retailers or manufacturers,”

Checkers tried central distribution five
years ago with its City Deep warchouse, but
it lost so much money that the warehouse
was closed within a year. Martinengo says
the chain put the cart before the horse; it
tried to introduce central warehousing be-
fore the computer and administration sys-
tems were fully up and running,

So traffic backups continue. “Back doors
are characterised by long queues of vehicles,
each delivering totally uneconomic quanti-
ties of goods,” says Jeremy Hele of the Gro-
cery Manufacturers” Association.

He points out that there are 400 food
manufacturers and 300 toiletry and scap
manufacturers that make their own deliv-
eries or use third parties.

Manufacturers of bulky preducts such as
flour, dog foods, soft drinks and paper pro-
ducts also usually do their own deliveries.
The result: supermarkets receive 20 deliv-
eries a day while a hypermarket receives as
many as 80 a day.

“Retailers cannot afford to lose sales by
being out of stock,” Hele says, “but both
space and capital considerations move them
to keep inventory as low as possible. Order-
ing is a delicate balancing act and retailers
place a high number of orders for small
quantities of stock.” This means that the
average truck will be loaded at just 38% of
capacity.

At a distribution conference last vyear,

Pick 'n Pay’s Peter Dodson outlined the key
problems:

O The inability to schedule deliveries, so
that vehicles must wait if an unloading area
is backed up;

O The diversity of vehicle sizes and the lack
of standardisation in the equipment used for
unloading. Most loading and unloading is
still done by hand, rather than by mechan-
ised materials-handling equipment; and

O The inadequate receiving areas at many

Beavon

keeping
traffic jams away from the stores

Central warehouses . ..

stores — some are little more than holes in
the walls.

With all the problems of the current sys-
tem, the pressure to move towards central
warehousing continues to grow, despite the
bad experiences of Checkers and others. Joe
Rule of Unitrans, a major third-party dis-
tributor, says the benefits would be immense.
“It will be possible to supply full truck loads
of maximum size and eliminate multiple
drops. Backdoor congestion will largely be
eliminated.”

The trend overseas has been towards re-
tailers controlling their own distribution. In
the US it would be unthinkable for 2 manu-
facturer to deliver to individual stores. In
Germany, manufacturers deliver to five cen-
tral distributors, who then deliver to 27 dedi-
cated distributors, who deliver to about 100
stores each.

The Shoprite and Spar chains have
worked on central warehousing since incep-
tion and it has brought them enviable effi-

ciencies.

Spar’s Brian Beavon says central ware-
housing makes each store’s job much easier.
“We can concentrate on buying and on sup-
plying our stores, and they can concentrate
on the customer. We were once a lone voice,
but I see that everyone is moving in that
direction.” Spar now operates four central
warehouses, one each in the Cape and Natal
and two in the Transvaal, and the company is
spending R30m on a fifth distribution cen-
tre, also in the Transvaal.

OK Bazaars also has set up its own central
warehouses, though Hele says they have had
quite a few teething problems. The major
cause was poor communication with suppli-
ers, resulting in some boycotts at first,

The dominant system, however, is still
direct store delivery, used at Pick 'n Pay,
Checkers, Score and much of OK.

Pick 'n Pay has invested in cold chain
distribution for its fruit and vegetables, but it
uses warchouses solely for strategic buying,
usually of less expensive imports used to put
pressure on manufacturers.

In the short term, the chain is looking at
other ways to alleviate the traffic pile-up.
For instance, preferential treatment could be
given to a third-party truck that delivers a
full load over one that delivers one supplier’s
partial load.

And charges could be restructured to en-
courage fewer deliveries. Says Hele: A con-
tainer load ordered three weeks in advance
from the factory must obviously cost less
than five cases delivered after a frantic mid-
night phone call.”

Rationalisation also will streamline deliv-
eries. There has already been considerable
rationalisation of perishable distribution,
now in the hands of six or seven distributors.

Christie says that in future, deliveries
should take place at night and on weekends
— common practice in Europe. “I have 24
trucks, which are locked up from. Friday
afternoon until Monday morning. Imagine
locking up five jumbo jets and not being able
to use them for the whole weekend. When
the store is shut, merchandise delivered
could be put on the shelves immediately,
enabling the chain to turn its storerooms into
productive floor space.”

Rule estimates that even if half the super-
markets allowed deliveries over a longer
period each week, the productivity of his
trucks would nearly double.

For now, both Checkers and Pick 'n Pay
believe that distribution should be left to the
distributor. The two food retailing giants
have indicated that in the short term they
will work towards improving the current de-

, livery system and, in the long term, look at

third-party warehonsing.
Both believe that sticking to the knitting is
the best policy.

P
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COMPANIES

CLICKS e 2 \\o\c\\

STILL CONFI

Activities: Retails toilatries, cosmetics, gifts.
Control: Score-Clicks holds just over 50%.
Chairman: C S dos Santos. MD: T C Honney-
sett.

Capital structure: 20m ords. Market capitalisa-
tion: R36m.

Share market: Price: 1 800c. Yields: 2,4% on
dividend: 5,7c on earnings; p:e ratio, 17,6;
caover, 2,4, 12-month high, 1 900¢; fow, 925¢.
Trading volume last quarter, 58 000 share'sq.l

Year to Feb ‘88 *'89 9

ST debt (Rm} ......... nil nil nil nil
LT debt (Rm) ......... nit nil nil nit
Debt:equity ratio ..... nfa nfa  nfa n/a

Shareholders” interest 0,41 0,42 0,41 0,40
Int & leasing cover . n/a 51 130 63
Return on cap (%} .. 21,0 178 234 212
Turnover (Rm) ........ 282 246 426 552
Pre-int profit (Rm} ... 21,0 20,0 32,7 414
Pre-int margin (%) .. 7.4 8.1 7.7 7.5
Earmings {6} ..ocoonnee 49,1 81,8 1023
Dividends (¢) 21 34 43
Net worth (c) 236 283 330

* 8 menths trading.

Not many managers of industrial groups can
confidently say just now that they are ex-
pecting another good year. That is how
Clicks CE Trevor Honneysett answered a
question about earnings for the 1992 finan-
cial year — though his forecast carries the
proviso that operating expenses and, particu-
larly, shrinkage are kept under control.

Honneysett’s problem, he says, is not how
to maintain sales growth. That, he contends,
is simply a by-product of marketing exper-
tise, which Clicks is demonstrating daily to
consumers. He is convinced that the group’s
promise — “you pay less at Clicks” — to-
gether with the range of 10000 items
stocked in each store, is bringing a growing
number of customers into these outlets.
Turnover rose by 29,5% in the 1991 year.

Given the present inflation rate, the real
problem is to maintain the growth at the
bottomn line. Had it not been for the in-
creased cost of borrowings (this absorbed
1,5% of pre-interest profit compared with
less than 1% last year), EPS would have
risen in line with turnover. Instead, earnings
increased by a quarter.

Clicks
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DENT ON EARNINGS

.. Investing
..+ in technology -

— Clicks’ Honneysett .

Higher finance costs are to be expected as

heavy capital expenditure — in addition to
that budgeted for new store openings — is
incurred for the instaltation of hi-tech infor-
mation systems for Clicks and Diskom.

The group needs to generate enough cash
flow from the investment in systems to
finance the remainder of the programme
without dampening profitability. However,
the payback will remain negative until
economies of scale are developed.

Cash flow was negative (R3,7m) at the
end of last year. This was partly because
jewellery concessionaires in the stores were
bought out, while the costs of setting up
point-of-sale equipment in the stores, as well
as additions to merchandise, also invoived
considerable expenditure. This, in turn, part-
ly accounted for the 56% jump in stock and
the marginal decline in stockturn, to 4,1.

It’s expected that this trend will be halted
+as the information flow from the new system
improves. Management believes the group
will then be able to fine-tune stock holdings,
improve stockturn and minimise the cost of
holding inventories.

After opening 15 new stores, Clicks ended
the year trading through 116 outlets. Dis-
kom opened 16 new stores, bringing the total
to 49. (Because the typical Diskom store
stocks 5 000 items, it enjoys a higher stock
turn than Clicks.)

Honneysett says management regards re-
turn on equity (ROE) as the prime indicator
of the group’s success. ROE moved from
21% in 1989 to 29% in 1990, and 31% last
year. Also being emphasised is the ratio of
sales to total assets, rather than just the
trading margin. The decline in the margin
over the past two years is the only indicator

that gives rise to concern, but it's hoped this
will change as information flows improve.
Clicks will certainly deserve to be consid-
ered recession-proof if it repeats the 1991
EPS growth this year. Honneysett says he is
satisfied with sales so far, and believes EPS
should improve by 20%-25%. At this stage
there seems little reason to doubt this, The
share deserves its high rating and remains a
buy, provided the market holds up.
Gerald Hirshon

NAMSEA/NAMFISH F " 2¢[u]il
GROUND FLOOR?

—3

Activities: Palagic and rock lobster fishing and
processing in Namibia.

Control: Arun Holdings 73% — ultimate hold-
ing co: Namnor As.

Chairmon: L A Eloy. .

Capital structure: 4,2m ords. Market capital-
isation: R14m.

Share market: Frice: 326c. Yields: nil% on
dividend; 20% on earnings; p:e ratio, 4,9;
cover, nfa. 12-month high, 6560c; low, 425¢.

Trading volume last quarter, nil shares.
Year to Det ‘87 ‘88 ‘89

NAMSEA

ST debt (Rm) ......... — 34 09 -
LT debt {(Rm} .....c... — 23 — 0,3
Debt:equity ratio ..... nfa nfa nfa nfa
Shareholders’ interest Q.67 055 068 079
Int & lessing cover . nfa n/a nfa n/a
Retun on cap {%) .. 31 50 49 34
Turmover (Rm) ........ 20 14 8 17
Pre-int profit (Rm) ... 10,3 136 89 42
Pre-int margin {%) .. 43,8 96 154 21
Earnings (€} ............ 172 230 164 87
Dividends {c} ... 150 200 156*% —
Net worth (c} ......... 408 333 267 206

1 1990 trading penicd 15 months -—— year end changed
from September 30.
* Excludes special dividend of 55¢ (1988; 20c).

When the Norwegian consortium led by Pe-
ter Kuttel bought control of Namibian Sea
Prodiicts (Namsea) from Qceana last year,
nobody was*under any illusions about the
difficulties it would face in the short term.
The appeal lay in the long-term prospects of
fishing the once abundantly rich Namibian
waters. .

Namsea’s 1990 results are poor and un-
tikely to improve through 1991. For similar
reasons, the same applies to Namibian Fish-
ing Industries {Namfish), which the consor-
tium also controls.

The consortium bought into Namibian
fishing following the disenchantment and
insecurity suffered by the three major fish-
ing groups that withdrew from Namibian
pelagic and rock lobster fisheries. Fedfood-
controlled Marine Products sold its Walvis

-
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boost Third World buline

'| pendent on sponsorship. ' in management and professional

l'Thtrodice Capé Flats children to'the and ill-experienced persons Wwere

S

By HANS-PETER BAKKER Project Ethos runs a two-week
Education Reporter “Business Ethos” programme which

STELLENBOSCH University has 2185 to-enhance the general organi-
launchied a project to develop, the sational skills of students In 2 O |
business and organisational skitls of confroptational” way, Says Profes-
emerging Third World entrepre- sor De Comng. - |- ,
neurs. .. Last week the first group to com-
Project Ethos involves training plete the Business Ethos pro-
and development, research and a gramme received their certificates.
bursary scheme. They included assassinated top
Professor Tobie de Coning of the ANC man Mr “Pro” Jack, and rep-
university's business school said resentatives of community and po-
Project Ethos would not generate litical organisations.
income but would help the universi- At the certificale ceremony, Mr
ty fulfil its social responsibility to Sam Montsi, trustee of the Southern,
the South African community. Foundation which sponsored the’
Thesuniversity will pay direct group, called on big business to
costs, but funding is essentially de- move fast in incorporating all races

The training and.developing pro- positions.

.,gramfﬁegguing}ggq-,g,ﬁ)ne,gmt{égggg@ o:  “In the rest of Africa untrained |

‘concept of entrépreneurship.’ Com- put into positiops"of ‘power an “in-
Edetitiqns will be used to help chil- "fluence in companiés and ,parzast“a-
.dren generate usiness,ideas uoszyes talsgbecause politicians wahited .to.
" Proj@%t"]:]t%g{%"'éfl,s"f’.)‘f‘fb_fgéf"é*“é?“gpo;-_J-' hav&'iheir own kind in those’ posis:
gramme t0 enhance: the busifiess . tiors,” he said. .- TR
English of informal’ sector trader§: Heiwarned blacks against an

in Cape Town, and totpain prospee-, “gyveremnphasis on:special treatment

tive instructors of business English’ and pénsideration because they hap-

from all over the country: ~ -~ pentobe black”.

—
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All ab

Vhat, or who, is behind persigtén
food prices? Are the farmers, food
‘processors, of retallers the cause?
REG RUMNEY reports

RYING to find out who is responsi-
ble for persistent food price infiation
is like being a detective in a whoduanit,
Clues abound, all the participants are
suspects, and everyone blames every-
one glse.
st lock at the problem.
¢ inflation rate, as measured by the consu-
price index (CPI), for food last year was 16
ient, (wo percentage points higher than the
mal inflation rate of 14 percent,

is noted by the most recent Boland Bank re-
+ “Average food price Increases stubbornly
ained above the average rate of CPl inflation
the greater part of the past 12 months. A
-on-year increase of 13,7 perceat in food
,'?5, was registered for the first quarter of

Iso, food prite increases at the consumer lev-
the CP1) have outpaced food price increases
the producer level {as measured by the pro-

ducer price index, or PPI).

“The CPI has exceeded the PPI for the past
five-and-a-half years non-stop,” says Econom-
etrix head AzarJammine. And the gap has wi-
dened in the past year, he adds.

The three most important subindices or parts
of the inflation rate (as measured by the Central
Statistical Services CP1) are food at 22 percent,
housing at 21 percent, and transpert at 17 per-
cent,

Stubbornty high food prices underline the dif-
ficulty of combating inflation.

S0 who's to blame?

Cne could easily point one's fingers to the
many consrol boards which by definition pro-
tect the interests of the farmer rather than the
consumer and distorted the market through, for
example, the “one-channel marketing system",
With maize this dictates that maize must be sold
through the Maize Board at prices determined
by the board.

igh

South African Agricultural Union (SAAL)
economist Koos du Toit admits that in the past
prces rocketed “from time to lime” by say 25 or
28 percent, for example wheat and maize.

“Fartunately, we have progressed away from
fixed price methods and are increasinply taking
cognisance of the facts of the market.”

The government has stopped short of actually
sctapping the control boatds, however, In the
past they along with other pawer concentrations
would seem to have been responsible for re-
markable price surges.

But the SAAU has launched an investigation
into the widemng gap between producer and
consumer prices. Du Toit says farmers’ share
of the consumer rand has shrunk steadily over
the past vwo decades, with farmers gelting as
litile as three percent of the consumer price for
their products

IF the farmers are not (entirely) responsible for
high food prices, are food processors taking ad-
vantage of cartels, monopolies, and financial
muscle 1o put up prices?

Tammine, who believes there is something
fundamentally wrong in the food business,
potnts out there is such a high depree of concen-
tration one cannot even be sure there is collusion
by the big producers, Three producers supply
more than 75 percent of the market for quite a
few products, for example mealie meal,

The chain stores which dominate the retalt
market have long coatended that they compete
fiercely for the consumer’s rand, and that their
suppliers are responsible for inflation.

However, a lpok at some statistical informa-
tion seems to show they are responsible for
keeping food prices high.

Food prices as measured by the CPI, ie at retail
level, seem to be unresponsive to downward
pressure on producers. Simply put, that pro-
ducers getting a lower rate of increase for their
food products isn't being translated into the
price the consumer pays for food.

The accompanying graph produced by South-
ern Life illustrates the point.

1t shows food price inflation measured on a
three-month moving average, according to the
PPland CPL

Southern chief economist Mike Daly points

out that while the food prices increase from pro-

ducers have surped dbove the CPl, the rate of in-
crease infood prices for consumers has almost
never fallen when producer prices have fallen.

"“When there is 3 sharp fatl in the month on
maonth increase in the PPLit isn’t followed by
smatler rate of increase in the CPL"

u!:’wl}? \ndfgz(ol)tl(‘!'i
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BOLAND BANK

RIDING HIGH .... The top graph, a three-month moving average of monthly In-
creases, shows that while retail food prices Increase In line with producer prices,
they seldom tall when producer prices fall. The bottom graph shows disparities in
the inflation rate of three major sectors: food, housing and transport

The way the two 1ndices are made up is likely

to differ, explaining some of the difference,

with the CPI beug much broader than the PPL

Itis puzzling, as Nedbank chicf economist Ed-
ward Osborn remarks, why falls in the price of
particular foods have not had a greater impact on
food inflation. This may be because falls in one
type of food are often offset by sharp rises in
other foods A dsop in the price of meat, for in-
stance, was accompanied by a 44 percent rise in
the price of fruit, Osborn says.

The retail chains are not increasing their tradi-
tionally thin margins, ie the difference between
the price they pay and the price they receive for

goads sold.

A submission by the South African Chamber
of Business to Mhe Competition Board on the
supply and distribution of foodstuffs exoner-
ates the big chains, despite thewr ability to put
pressure on small retailers, concludmg that
competition in food retaihing in white-
dominated business areas is fiesce, though op-
portunities,exist for small entrepreneurs.

Pick 'n Pay food director Sean Summers lays
the blame for food price inflation directly at the
feet of the big food processors

One has only to compare the profits being
made by the manufacturers and processors of

T

price express

Foods Pick 'n Pay sells with the profits of
the chain.

Retailers are ofien forced to deal with one sup-
plier, for example with sugar and canned fish,

Summers refers indignantly to suppliers who
annousce profit increase of 72 percent and are
even bullish about the prospecis for next year.

“In canned goods we have seen price inCreases
of 30, 40 and 50 percent over the past sight
months." A can of baked beans has risen in
price from T9¢ to R1,25 in one year.

Sanctions have kept South African companies
uncompetitive, says Summers, and he looks
forwards to the return of multinationals. Jam-
mine, however, says the big chains have cut
prices on Joss leaders and made profits on all
their other lincs,

They have tended to give big wage increasesto
their s1aff and have passed this on to the consu-
mer. Also, they are faced with rising rentals
from the owners of the properties out of which
they operate

The chains, says Jammine, may not be in-
creasing (heir margins, but could be passing on
the actual increased COSLS to CONsUMers,

The discrepancy between the food PPl and
food CPI need not 1mply an increase in the re-
tailer’s profit margins, says Jammine. Other
costs such as the distribution, wages, leases,
and, importantly, packaging may ali have in-
creased out of proportion (o the inflation rate.

“It is nevertheless hard to account not only for
the consistency over almost six years with
which food CPI inftation has exceeded food
PP inflation, but aiso for the fact that the gap
has been widening in the past two ygars.

Even if the miligating factors such as packag-
ing costs were valid at times it seems some of
the effects of high input infation would have
had to be absorbed sooner or later, had there
been a more compeblive retaling environtment,

In the food processing industry, the accusa-
tion is that in part the chains have overinvested
in property and buildings, paricularly in white
arcas The difference between the CPI and PPl
is put down to efficiencies in manufacturing not
being passed on to the consumer.

The food processing industry will naturally
enough claim there is no co-operation between
the various divisions and subsidiaries on pric-
ing; sources in the retail industry, off-the-
record, contend they have seen MDs of compa-
ries belonging to big groups put under pressure
by head office.

In the Light of the concentration problem at
both levels, it is worrying. Jammine comments,
that Premier's recent acquisition of Metro Cash
"n Carry 15 2 move towards vertical integration
1 food supply.

In the end, a food price detective might be led
to conciude, like Hercule Peirot in Murder on
the Orierd Fxpress, that they all dd it

And this is the point, An environment of con-
tinued wnflationary expectations mahes it un-
inkely that anyone along the food supply chain
will be happy about absorbing cost increases to
drop prices And concentration of controb at all
levels must interfere with competiion, under~
lining the difficulty of combating mflation at a
macro-economic level alone through monetzry
and Rscal policy, necessary though this s,

-
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ETWEEN the two most recent vists paid to my local hy-
permarket, the store had introduced scanning. That is to
say, each article brought to the till bore only the bar-
coding to be read by a laser scanner so that a price could
be rung up on the till. None of the articles caried indi-
vidual prices.
It struck fear into my heart. At no stage in the history of my er-
ratic relationship with the store had they ever managed to get it
completely right. Each till slip dragged home with the huge load
of shopping had disclosed till errors — usually in favour of the
store, .
Was I now to believe because computers were in charge at the
tills and not people, that all would suddenly be well and the hy-
permarket would miraculously eliminate human error?

‘Well, I am told I ought to believe this.

Not only does the store say so, but so do the South African
Numbering Association{which deals with bar-coding), the Con-
sumer Council and the United Kingdom’s Consumer Associa-
tion.

They believe that the benefits of bar-coding outweigh the disad-
vantages for consumers.

However, in the United States, things are different. When bar-
coding was introduced in the 1970s, consumer activists were
worried that consumers could not see what they were paying at
the till and compare it with the price marking on the goods.

They had legislation introduced so that in stores where scan-
ning is the preferred method of ringing up prices, the prices still
have to be marked on each item.

In South Africa, and in those stores using the system in the UK,
the argument is that the computer at the store is programmed in
such a way that when it reads the bar-code it will ring up a price
— and since it is stored in the computer’s memory, it cannot read
the code incorrectly. To believe this you have to have total faith in
computers,

And there is still one major place where an error can occur;
when a human being is responsible for putting the correct infor-
mation into the computer and then keeping it accurate and up-to-
date.

However,this Critical Consurner contends that in South Africa
we have different circumstances, We have a largely uncritical

. The problem of prices that change between shelf and till

body of consurners, many of whom are illiterate — and would,
inany event, feel intimidated by the idea of challenging a super-
market.

When I raised this with the Consumer Council in Pretoria
(which purports to give support to consumers and their com-
plaints), I found little sympathy. Consumers were owed the
“basic right of protection — but often what they most needed
was protection from themselves”, a councH spokesman said —
adding a sarcastic remark about “their” capacity to understand
credit cards, too.

Many consumers in South Africa have iearned only to cope
with numbers so that they can handle shopping. Tt is a serious
problem — not one to be avoided — that these consumers can-
not easily check the price of the item they have bought.

Often what is thought to be full information on the shelf label
is, in fact, full information only to the fully literate and discern-
ing consumer. ’

The main purpose of bar coding and laser scanning is to im-
prove information and stock control for retailers. This in turn
may help stores more effectively stock what consumers want.

If that is done more efficiently, the theory goes, price hikes
may be kept in trim. The time spent at the tifl is shorter and cost
savings are made by not marking individual goods.

In order to inform customers adequately of the prices of the
goods, retailers using bar-coding are required by a voluntary
code of conduct to ensure that there is a clear indication of the
price of the goods on the shelf,

This is where one of the major problems has occurred world-
wide, as the Consumer’s Association confirmed to The Weekly
Mail this week.

There is sometimes a discrepancy between the price on the
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shelf and the price that is rung up on the till — causing anger or
anxiety in consumers, who automatically feel they are being
cheated.

However, says Bob Pearcy of the SA Numbering Association,
many stores using the system will give the customer the disputed
item free on production of a till slip showing a discrepancy be-
tween the information recorded at the till and the information on
the shelf.

{tis a mark of their confidence in the system and an attempt to
instil similar confidence into consumers.

This may eliminate fears of cheating on the part of reputable
stores, but it is unlikely to eliminate the practice of a dishonest
dealer who has priced many items at the shelf at a lower price
than the price they will bring at the till,

For those consumers without photographic memories for the
price recorded on a shelf label for every item placed in a trolley of
goods, this problem is real.

Retailers are still required to mark goods whose weights vary
— 5o cheese, or chickens which may have differing weights, are
required to have individual price markings. For other goods, the
law allows the marking to be placed in close proximity to the
goods to be sold,

One advantage for consumers is the fuller information on the
till stip which can now be programmed to record, for instance
“Bonny Bird Frozen Chicken R6,26 as was recorded on my
very long and detailed slip at the hypermarket.

The Consumer Council suggested that consumers need to
make a note of the price of each itern as they pick it off the shelf if
they are worried about forgetting the price by the time they get to
the till. Does my tax money actually pay these people for profer-
ting such extraordinary advice?

The SA Numbering Association is part of an international or-
ganisation which deals with bar-coding, an international busi-
ness system. A

If consumers have no satisfaction dealing with their store on
bar-coding problems, they should contact Bob Pearcy at the As-
sociation (011-787 4387) and he will take the issue up if re-
quired.

He, unlike the consumer-protection people, believes consu-
mers should have the benefit of the extra price marking, but says
it is too expensive for retailers.




Groups

TWO major black busifiess organisations -

have pledged to help their members get
proper homes and irading facilities in
central business distriets and townships.

The National African Federated
Chamber of Commerce and the Founda-
tion for African Business and Consumer
Services regard the shortage of homes
and trading sites for blacks as critical in
South Africa.

Fabcos public affairs manager Mr
Mike Nilatteng said a new property com-
pany was spearheading Sabta’s campaign
to get South Africa’s municipalities to
set aside land for 1axi ranks.

He said Fabcos would ask councils to
look at the taxi problem because failing
to do so would be wishing away a rapid-
Iy growing industry that provides jobs
for many people,

His organisation would also look at
honsing for members.

Apartheid

The scrapping of apartheid laws such
as the Group Areas Act, the Separate
Amenities Act and the Land Acts would
not in itself ensure upliftment of the stan-
dards of living of blacks to that of
whites.

Speaking at the official launch of the
National African Federation for the
Building Industry managing director of
the SA Perm Mr Bob Tucker said the
chronic housing ills experienced by
blacks over the years would largely be
solved by themselves.

The Scuth African system had been
characterised by paternalism. Everything
for the blacks had be done by whites and
that was a fatal mistake.

“We then decided that things should
be done in consultation with blacks, an-
other mistake and as if to nail the coffin,
things must be done by whites with
blacks. .

““The only solution lies in the hands

L AN (IR *

. future,” he added.

aim to

\By-dJOSHUA RABOROKO

of blacks themselves. Things must be
done by blacks with the assistance of
other racial groups,”” he said.

“In the past years millions were
pumped into the South African Housing
Trust and last year into the Independent
Trust to solve the housing problem, but
have you felt any change?

Paternalism

“*Nop, because that is not where the
solution lies, the practical solution is in
the hands of blacks.”’

Spending by South African blacks on
housing was the lowest among Western-
ised countries.

The effect of paternalism had been to
disable blacks and make them perpetual-
ly dependent. South Africa was rich with
resources.

“What we need is re-direction of
these resources and effort and strong in-
itiative and innovation,”” Tucker said.

The general manager of Nafbi, Mr
Solly Moutlana, said; ‘‘Blacks cannot
wait for a Government which is bankrupt
with ideas to come to our rescue
anymore.

Land policy

**We need to fight for an equitable
land policy and take over our own prob-
lems - we understand them better.

““We need new and total commitment
from everyone in our communities. Qver
the years we have watched our com-
munities splintering into groups at a time
that white organisations are welding to-
gether to form stronger ones.”

He said biacks lacked understanding
of what was happening around them. But
they had identified their role and *‘we
want to show everyone that out new
builders’ association is serious about the
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ANC ciils off- boycott in PWV

J OI-IANNESBURG.1 - “'The' ANC yesterday-called ‘off
a consumer boycott which, if successful, would have
cnppled ‘business in- South Africa’s major econoniic
hub .—.the . masswe Pretoria/Witwat randl
Vereemgmg reglon. ’

~The"ANC’s' PWV branch 1ssued 3 statémer " -
nouncing the cancellatxon of the boycott gna‘ L A




wn Correspondent

JOHANNESBURG. —
The recession is now
striking areas like retail-
ing, bank credit and
manufacturing produc-
tion, all of which were

virtually unscathed last
year. ‘ 30 )
Statistic ow retail
sales are in a downtrend
and banks report credit

demand has slowed in
recent months.

Buoyant private con-
sumption expenditure
last year was reflected
in steady growth in re-
tail sales and credit de-
mand.

But the downturn in
both areas in the first
quarter of this year
shows that high interest

.rates and recessionary
conditions have at last
curbed consumer spend-

ing. L
Althongh month-on-
month retail sales in

+

redit demand

WS

sbo |
May 1991 grew in rea%:!ge zi ?a\id growth inl‘

terms, monthly retail
sales figures are volatile
and a distinct downward
trend, established in the
last quarter of 1990, is
now well entrenched.

Debt-financed expen-
diture has been a par-
ticular feature of the
current recession but
this now ap bhe
slowing.

Figures retedsed by
the Reserve Bank show
annual growth in bank
credit extended to the
private sector eased to
19,5% in March, after a
turnaround in February
when credit extension
again topped 20% year-
on-year.

This may have been a
technical increase due
to the implementation of
the new Deposit-Taking
Institutions Aect in Feb-

ruary.
First National Bank
senior GM Jimmy

credit demand over the

past two months _had’
been modest. @ |
United senior mar-

keting Tienie van der
Merwe said demand for
hire-purchase finance
had fallen off 'in- line
with Reserve Bank mea-
sures to curb credit de-
mand.

But dema or per-
sonal loans and over-
drafts had been quite
strong given the current
economic conditions.

Manufacturing pro-
duction volumes fell by
2,3% month-on-month in
February 1991 and
wholesale sales dropped
by 1,4% in March.

Manufacturing pro-
duction has fallen 4,2%
since the onset of the re-
cession in the first quar-
ter of 1989. - -~

Nearly 50% of the in-
dustry’s production has
fallen by as much as 20%
over the recessionary
period, and ahout 35%I
showed increases of up
to 20%, says Nedbank
chief economist Edward
Osbhorn. .




THE ANC, Azapo
and the PAC have
agreed to the post-
ponement of a con-
sumer boycott in Piet-
ersburg whick had
been scheduled to be-
gin yesterday.

The agreement, reach-
ed at a meeting at the
ANC offices in Pieters-
burg, means the scene is
now set for action, °

Protest

. Plans for the protest

were prompted by the lo-
cal town council’s refusal
to grant a permit for an
ANC march two weeks
ago. .
. Besides the ANC, the
meenng was attended by
the  National, Council of
Trade Unions, the Con-
gress- of South African

Trade. Umons,‘theTSouﬂlv

ermn Africa Black Taxi As-

By MATHATHA TSEDU ]

sociation and the North-
ern Transvaal Council of
Churches,

The ANC, which came
up with the idea of the
consumer boycott, had
proposed vesterday as the
starting date.

But Azapo and Nactu,
while supporting the cofi-

sumer boycott, objecred‘

to the date and said com-
munitigs to be affected by

the move had not béen’

cotsulted.

Péople at the meethig
also agreed that com-
munity meetings would
be held in townships and
villages around Pleters-
burg this week on the is-
sue. ""‘ e

The boycott i§" also o
demand an end to’ alféged
police harassment of
striking workers, higher

wages, iree political ac-
tivity, the right to march
and subsidies on trans-
port.

The organisations have
formed a consumer
boycott committee to

organise the boycott.

The Pictersburg
Chamber of Commerce
and Indusiries has con-
demned the intended
boycott and called for
consultations with the the
consumer boycott com-

' mittee.

ST, e




lc ntmue'

ED S one‘of th
performers in'the SA Brew-:
-eries "§table, is budgetmg
for furthelg expansion, con-,
tinued market share gamSJ
and a satlsfactory growth
m earnmgs in fmanclal
",15392.. TR

i CE George Beeton” says
; in 'th‘e grohip's annual report:
“that’ ‘despite the VAT wild--
.card — which could affect
the development of dispos-
able income — and fore-
v reasts of little growth in the

Edgars’ bud ets. for

[I—

[ 1,

" pound Taté of Ba% L
“of. Edgars

chain 'to’ achiéve market'|;
‘share; leadershlp in every

'} store business Express and
‘}mailorder enterprise.Déci-
sions, both of which have t

J cant profit. contuhutprs

- within 3 determined’ tlme- .
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L - MARCIA KLEIN

semi-durable Tiarke i the '
vear' ahead,. Edgarswwxll '
continue with a;Rl()Dm cap-|-
ital” gxpendnnre, pro-T~

gramme, funded from cash
generated and: gea mg ca- g
pacity. -
He says: growth .in arn—
ings in financial 1997 wonld |
be at a lower rate than the |’
22% _hike. in. earnmgs
share tp 296c (243c) wluch _
Edgais reported fox; ‘the |
year- ending March.’; b
Edgars, whose diyi
inelude, Ed ars Sales,
House 'and ' Jét Stores" :has’

)

wealth has grown at;

Beeton says the strategy
three. .major,

sector’in which they-'trade

has*been achieved bqud- it
gars and Sales HousesHu- v

man,’ -techmeal;and “finan-, ';
cial - resources; ha,ve,gbeen

completed_= ?2 copsecptlve N

allooated* in, ordprtfor itse]. .

strategmally 1mportant s

cash business Jet to achleve

this target. ,

“'F le,dgli‘n'g', &

The: group’s manli'fectur;: ro

ing arm Celrose now:has-a

more strategic. .role, than] -.
originally enyisaged, Bee- |- .

ton says. It is a ma]or sup- |

plier .to the group’s retail {-:

business and supplies about | . .-
25%. of its production to the{ ..

open market in SA. _,,
Edgars also has two new
fledgling businesses, small

the.potential to be signifi-
Beeton . says, #but ; thelr !

| futire'depends on a, demon-

strated ability to achieve,

frame, dominant market
shares in' the sectors:in
which they operate”.

Thie' gFotip expressed ¢on='] "

cernat, deyelopments inthe|.
téxtile Industry,” with' late
deliveries ‘and’ shortiges
Plagiiing manufacturers
Chairman’ Meyer Kahn
says in the réport Edgars’
future siiccess is, dependent i
on 1ts abll.lty to soux:ce ade-

.....

| fashion merchandise. 1. ° L

Edgars Investment Hold- | "
ing :Company. was’ Lestab-
lished during the year “to ...

provide the group with a
co; ordlnated acqu:sxtmn,
development, Jdesign, .pro- §
Ject and p;'operty manage-
mient ser\uce” .




self-employed people
are being forced into
liguidation by the

By AUDREY D'ANGELO ‘
Business Editor
SMALL businesses and Ou
“‘double whammy” of .
falling demand and mm
higher costs, which in-

clude high interest rates,
the Cape Chamber of In-
dustries (CCI) reporis.

o .
Bankorp senior econo-

mist Emile van Zyl says I Ounc1n

in his weekly report on

. economic indicators and

financial markets that
the recession is deepen-

. : o
ing, with the volume of ‘
manufacturing produce-
tion down by 3,8% year ) : ,

on year in the first guar-
ter and the number of liquidations in
April the highest since mid-1880. -

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

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

“Many of them suffer i‘rdm the

" double impact of shrinking demand,

as a result of the economic rpcession,
and higher costs of production.

“The high costs of production tend

to be a result of high finance costs and
interest bills, excessive wage de-
mands which do not match productiv-
ity and higher fixed costs per unit of
output as a result of lower sales.
. “Consequently many. small busi-
nesses in genera! and numerous self
employed sole proprietors are going
into liguidation at the moment.”

In spite of this, and a drop in manu-

G L\W}‘
9

0

facturing activity in May, Lockwood
continues, “many industrialists are
still cautiously optimistic about their
sales performance over the next 12
months.” o

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

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

This, he says, will be helped by the
need to replenish stocks and by a
more accommodative monetary poli-

cy. . 1. .

The CCI says its members are slight-
ly more optimistic than those in the
country as a whole.

Commenting on the Sacob survey,
the CCI weekly builetin reports: “Re-
sponses by members of the CCI indi-
cate a greater level of optimism, with
the index for expected manufacturing
sales for the next 12 months recording
118 compared with the national index
at 114"




FOSCHINLis ready to pour at least R131

into a Hostile takeover bid by Oceana In-

vestment Corporation (Oceana), controlled
by Foschini’s Lewis family, to acquire UK
fashion retailing group Etam,

This amount could go up to R153m in

terms of Oceana’s £87m (R470m) bid for
Etam — at 185p a share — in which it
already has a 28% stake.
- UAL Merchant Bank says the proposed
deal, which values Etam at £12lm
(R650m), will be financed by a consortinm
of UK investors (£31m), a debt facility of
£11m, and Oceana itself (£45m).

Oceana Retail ‘Enterprises (ORE), in
which:Oceana {vill have a' 50% stake and

voting control, has been formed specifical-"

ly tojmake the offer. UAL says the UK
investorsiwillitiold the remaining 50%.
The:bid follows last weekend’s ultima-
tum by.the:Lonton Takeover Panel to the
Lewi8*family to come up,with the money

for a fiillbid or;the panel:would:rule thiat it .

12 menths. i, ©o )
The offer document to Etam sharehold-
ers will be posted tomorrow.

could not make a takeovér bid for the next

+ties of Foschini in SA,

*MARCIA KLEIN

]

UAL says the bid will be funded by
placing 16,7-million new ordinary shares of
Oceana, which it will underwrite.

Also, Foschini will acquire a 36% inter-
est in the enlarged equity of Oceana for
about R153m in the event of an uncondi-
tional acceptance of the Etam offer and
B13lm if the offer is not unconditional

UAL corporate finance executive direc-
tor Tim Sewell says the rights offer-will be
placed with UAL in line with UK practices,
and shareholders are entitled to “claw
back” their rights. As UAL is.underwriting
the offer, shares not-taken:up will be
placed’by, UAL “with'institutional and.oth-
er investors in SA”, - . - anpoh

-Sewell says if the bid is not.siiceessful,

Oceana will probably lose it§' UK listing in

Aerms of LSE requirements; JSE

listing will not be affected: i =)
Oceana says it has made"the-offer: in

order to establish a major refailifig:pres-
énce in the UK to'comiplemient/the activi

{ 30) O From Pag;e 1

Foschini  #°5h.\1-

An informed source said yesterday that
the takeover bid was likely to be seen as
“unfriendly”, as Etam had turned down
Oceana’s tender in April to acquire 13,5%
of Etam’s issued share capital.

Oceana’s total identified SA sharehoid-
ing is"almost 78%, with the Lewis family
and associates interests at 53%, Sanlam
13% and the Angle pension fund 6%.

JOHN CAVILL reports from London
that Alan Howard, chairman of Etam
which owns 251 retail shops in England,
rejected the offer outright.

“We will resist this attempt to grab
Etam on the cheap at the bottom of the
retail cycle, Investment in new space and
new formats to bring growth in the 1990s

has already given Etam the base for an
exciting future,” he said.

“Seldorn can there have been so blatant
an example of a predator trying to cash in
on a management team’s achievements at
the expense of 2 company’s shareholders.”

The running of Etam was taken over by
Cape Town-born aceountant Roger East 12
years ago when it was making a loss of
£3m. He turned the compary into profits
which peaked at £17,9m pre-tax in 1987/88
on sales of £114m.

Since then Etam has been hit by the
costs of expansion. While sales climbed to
£181m, profits stagnated at £17,5m. In
1990/91 the recession saw earnings slump
to £8,4m pre-tax on turnover of £206m.
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CAPE TOWN — Direet selling and
| nail order grotip, Mas Holdings, has
lifted attribuitable earnings 34% to
%B,'i'fm for the yeat to end-February
' 1991,
| Earnings a share vose 27% to 418e
(32,7c), diliited by the shaves issued for the
ac¢quisitioh of the trading cofinpanies of
Springtek durilig the year.

A tinal dividend of 9¢ 4 shate has beéen
dectared, briviging the total dividend for
the year to 16c (145¢c). An early partial
final dividend of 8c a share has already
bed paid to shareholders.

Buffer

Mashold CE Marco van Brmbden said he
was pleaved with the resilts which were
sehleved 1t totigh tradihg conditions.

“We have getively embarked bh an -
tethational export programe o buffer
the effécts of the ecotiomic downturn, We
have matiaged 10 aredligé a favourable
distribution  stFietufe for expott iiito
Malawi. This Wil Have 2 positive affect on
our expaiision ptans for the tést of Africa.”

Van Ermbdeén sajd & shall egport base
had been established in the UK whiere

Mashold surges on
lte tough fimes

P
TP R G TR

) .

© LINDAEWSOR ... |
Mashold was already actively tradiag
While impotant, exports representéd fess
than 10% of total sales, he said.

'The divisioiis it the direct seliing opera-
tioh — also 4 gowth aFea for: the Broup —
weré trading extretiely weil.

" 4To fnget detnand we havé Hibfe than
doublad our himber of combnissiohed di-
Fect salling apets to over 3000 Van
Embden said. o

Substdiaty Catalogiié Corporatioh ex-
perienced difticulties after relocating to
lavger premiises which affected trading
duiring the first few imonths of 1901, Steps
had beeq taked to rectify the situation and
Catalugiie was expested to trade satisfae-
torily diivifig the cubrent year,

van Hrbden said prospects for the

growp fooked pood; s
\’?e ave particulaily excited:by the et
try of certain retailers mbo the mail rdet
aFeria. This will incredse the Mumber of |
plistomers and duguts wel) for the futupe of |
the industry as 4 whole,” :
Eiiphasis had been placed of Fedueing J

vk s

seatifg diiFing the finahcial year aid bor-
%ﬁwmg'gs hﬁéngrbiib’éﬂ by abb{ﬁa;ihm.




| 2,500 Sowej businessss face poier cuts
L

ABOUT 2500 Soweto businessmen, ' who
collectively owed the Soweto City Council
Rl0m in electricity and water arrears,
faced electricity cuts from today, Soweto
City Council PRO Mojalefa Moseki said
yesterday.

Traders and other bulk-users who did
not pay up after having supplies cut off
risked court action, which could lead to
attachment and auctioning of their proper-
ties, Moseki said,

About half of Soweto’s approximately
5 000 businessmen owed a total of about
Ri0m — a debt accumulated since the
signing of the Greater Soweto Accord in
September last year,

r(')thez;ul?;llg-’usgars- such as government
institutions' rishéd to pay up when their
power was cut off recenily,

THEO RAWANA ]

“Two,weeks ago we identified 110 ‘worst
cases’ and cut power supply to about 55.
The result was that we recovered more
than Rim in arrears in 16 days,” he said.

The council says businessmen are not
covered by the accord, which wrote off
R516m owed by Diepmeadow, Dobsonville
and Soweto residents since 198,

Moseki disputed claims that the meters,
accounting and hilling system were faulty,
saying these had been updated i accor-
dance with the provisions of the accord.

A spokesman for the Greater Soweto
Chamber of Commerce said yesterday the
Soweto Civie Association was still negoti-
ating the electricity issue on behalf of the
businessmen,
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THERE is neglected property potentra rsiall busi- ,

ness which, in the eurrent busiress climate, is often
. able to operate profitably on work the bigger players

would not even consider, says IV? tron MD Alan

gy ) FOF Yy

b

Goldring., B \09‘*"\ 2616

“They offer'more growth potential at present and
we have_traditionally positioned -otirselves to serve
their needs with some innovative'financial packages
and we are open to new projects or’ redevelopment ?
e adds, BRI g

In view 'of this, Investron‘is to’ establishk’ its new
Johannesburg marketing and nrojects officé in Nug-
get Streét as a prelude to-a'programme’ of mini -
factory development on the periphéry of the CBD.

“Thére, is a view that there are a number of small
entrepreneurs who could make use of factories close
to the CBD. The decaying warehousing and factories
in areas like Benrose, Booysens and Ellis Park offer
the possibilities of refurbishment into- well-priced
small faetory units for rentdl ”’Golrlrrng says.» <

He refers to the concept as “recentralisation”™
the first example of which houses the® companys
Johannesbnrg office in Nugget Street." b

Known as Nuggetﬁqnare, the R4m, 32-factory pro®
jeet is on''a strateg:e site bordered’ by Ahderson,
Nugget and Albert streets SRR I -

The first phase has already ‘been let off-blan at
monthly rentals startmg at R1500 a month‘ i
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‘CNA_Gallo ]|

| budgets(¥)
| for- growum
in '»1 992¢° \\ \

MARCIA KLEII\I

DESPITE “uniformly bear-
ish” economic forecasts
and an expected delay in
recovery from the reces-
sion; CNA Gallo (Cnagalo)
has budgeted for continued
growth-in financial 1992,
chairman Doug Band said.

Jn the retail and enter-
tamment group’s annual re-
.port he said these" 'factors,
coupled with viclence in
SA, might still have a detri-
mental effect on short-term
performance,

In the year to end-March
Cnagalo increased its at-
tributable earnings by 21%
on“the back of favourable
tradmg conditions in al-
most all of its operating
compames

Cnagalo “took advantage
of weakness in the market”
‘in Waltons Consolidated In-
vestment shares, and
topped up its shareholding
to _20,2%. Band was confi-
dent-of this inveéstment in
the medium to long term.

The Gallo entertainment
division bought a 50% inter-

* estlin the Nu Metro Group,

which Band said was “a
good long-term strategic
investment and a logical
diversification” into- the
ciiema and film distribu-
tion:business.

- Nu.Metro acquired Gallo
Homie Video, making it the
largest video -company in
thexmarket

Gallo also’ bought 33% of
SA's ifirst compact dise
manufacturing facility,
Compact Disc Technolo-
gies:Band said this should
give,consumers better title
avallab1l1ty and a 17%
pricé’ "reduction.

Cnagalo disposed of 60%
of its shareholding in The
Video Lab.

Band said the CNA divi-
sion; with 315 stores, turned
in an above average per-
.formance, The music sec-
tion had performed well,
especially with the “phe-
nomenal 83% growth in the
compact disc market”.

-'The.-Gallo division re-

orted “good results” in a
buoyant local music mar-
ket, Band said.
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Edworks refag

THE new management team at
W & A subsidiary Edworks is plan-
ning extensive rationalisations and a
complete about-face in marketing
philosophy.

The team, under the chairmanship
of Hilton Nowitz, intends to cut the
number of stores in the group and
aim its merchandise at the middle to
low income brackets. -

Nowitz said Edworks hoped to see
some operating profit this year al-
though reorganisational costs would
probably bring the group hack into a
loss sitvation, and it would take
“several years” for the group to get
to desired efficiecy ratios.

The group was reassessing the fea-
sibility of each store and any unprof-
itable stores would be cloged. -~

Nowitz, who was moved inta the

\
[T srert voN mELVILLE

Edworks chair from Homemakers
following the departure of former
Edworks executive chairman Ivan
Posniak, said the present structure of
the company was far too cumber-
some and complex. The aim was now
to simplify and “get back to basics”.

He said the idea was to trade in the
less risky area of the market by
steering away from “high fashion” to
high volume/low cost. In line with
that philosophy the name of the Ed-
works group has been changed to Saf-
shoe, and & possible name change for
the Ridworks chain of stores was also
in the offing.

The group, which eovers Pix (now
changed to Shoes For Africa), Pick-a-
Pair, Edworks, Koko and Marcello,

hions matk

eting 1deas

ashleys (the wholesaling division) at
present comprises 270 stores.

The nine Marcello stores will likely
be sold, while the 19 Koko outlets will
be put under independent manage-
ment to operate for W & A. Nowitz
also alluded to significant rationali-
sations with the Edworks chain,
which at present has 120 stores.

Nowitz said the team would be
looking at changes to systems and
financial controls, which would go
through right to head office level.

“Onece we have addressed efficien-
cies and infrastructure we expect to
realise a signicantly higher return on
assets,” he said.

Nowitz said Safshoe, which held
4% to 5% of the shoe market, expect-
ed to signicantly increase market
share in the future.




“Prefcor planning a R270m listing
:

PREFCOR, t}ifiving Durban-based retail
group, will be’coming to the JSE in about

August in a listing which it hopes will raise ~
R270m. C20)

The group, whose operattons inc
(Game Discount World, furniture chaing
Beares, Suvells, Furniture Game, Price
and Link, and Bee Gee clothing outlets, has
a turnover of nearly Rlbn, and pre-tax
profits are estimated at R72m for the year
to end-June 1981, /5 |> 21 ([ {‘N

Executive chairman Terry Hosen erg
says Prefcor will be listed in the retail and
wholesale sector, and the listing is likely to
contait an offer for institutional investors
and a publie offer, ,

Prefeor will be capitalised at between
R550m and R600m on listing,

Rosenberg says R180m of the R270m to
be raised through the listing will be used to
improve the group’s capital base and en-
able it to develop its businesses. Plans

i MARCIA KLEIN

Include exploiting the growth potential for
Game stores in the Transvaal, expanding
the group’s furniture stores in the rural
areas, and Increasing the number- of its
clothing stores,

The balance of the funds will be used to
reduce the holding of the foreign consor-
tium “that helped fund our leveraged
buyout of the then listed Beares Limited in
1988", Rosenberg says.

The foreign investors who had previous-
ly maintained a low profile were now more
than prepared to be “seen and counted” as
investors in the company.

Swiss busitessman Erie Beyersdorf,
who led the foreign consortium, is to join
the Prefepr board. His family owns 65
departmental stores in Switzerland, 25% of
the Euromarche group in France and has
vast US interests,

—
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town. '

refused to resign.

naber’s mainstay, while
white people who had heen
his lifelong friends neither
greet him or buy from
him. : -
+  Many have accuséd him
tage by joining the ANC'as
-a means fo make money.
Mr Piet Roux, who man-
ages a family supermarket
and ‘milling company -in
Messina, said: . :
. “We are suffering while
- Nienaber scores. Joining
ithe ANC was purely a
ifinancial move. People

ANGR ‘Messina businessman Piet Roux claims
Andries joined the ANC merely to make money

WHEN shop-owner Andries Nie-
naber was a member of the
National Party, his black custom-
ers nicknamed him
Hamba"” because he was always
hurrying them out of his store.
. Now Mr Nienaber, 58, has joined the
ANC — and his white friends in Messina

“Hamba-

have branded him a Judas. They want to
chase him and his wife, .,.U&mw_ out of

But at least his business is m_mwﬁﬁwm.m
«consumer boycott started on June -1 by

Nancefield township residents in protest -
against five black local counciilors who

Now black consumers are Mr Nie-

| Report: JOCELYN MAKER 1 Pictures:

‘of betraying his white heri- -

Qowes =5 1614)

9
aimmna
Andries 1s
branded a

Judas for
‘abandonin

the Nats &
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BRIAN HENDLER

worked. .

“Whites must stand to-
gether to put an end to the

have stopped talking to
him -and they want him to
move out of town. There is

going to be trouble in this boycott.”
town because of him. But Mr Nienaber — the
“The whites in Messina only white ANC member in

the Northern Transvaal —
veheinently denies the
accusation that-fiét joined
the ANC for financial rea-
sons. He says he has been
an ANC member since ear-

ly last year — long hefore

see him as a traitor. A
group of businessmen held
a protest braai outside his
shop two weeks ago and
some of them have tried to
get big companies to stop
supplying him, but it hasi't

the present boycott began.

The turning point for the
tall tanned man, a National
Party supporter for most
of his life, came about 12
months ago when an earli-
er consumer boycott was
launched by blacks in Mes-
sina.

Said Mr Nienaber: “At a
Chamber of Commerce
meeting during last year’s
boycott, someone suggest-

UNDER THREAT ... Andries Nienaber, who says

ed that whites should stop
Iselling to Nancefield resi-
dents when the boycott
ended.

“I have learned the hard
way in my life. I left school
in Std 8 at the age of 13 and
had to make it on my own. I
settled in Messina in 1966
and opened three whole-
sale businesses, relying
mostly on black trade.

“I told the chamber I
would trade with anyone,
regardless of their skin
colour.

“One of the members

3
i
wd,

‘wained me he would cut
off my supplies if I did. Yet

~the very: people who
threatened.to stop support-,

ing me were the ones who
went into . the township
after dark and secretly
sold vegetables from their
bakkies.”

Once the story spread
that Mr Nienaber would
not take part in the pro-
posed counter-boycott,
white customers started
disappearing from his
stores,

white ex-friends want to run him out of town

black residents who must
have heard about my point
of view, came to me and

- apologised for not buying

from me and for the finan-
cial loss I had suffered” he
said.

“From then on, my feel-
ing for the Messina blacks
began to grow. 1 learned to
know themn and eventually
they began coming to me
with their problems.

“This had never hap-
pened before. I involved
myself with them by spon-
soring their football team,

by helping their childrer
with their education and by
paying for study tours.

“The church committee
came to me for advice or
how to establish a pre
school for the children who
were left to play in the
streets while their mothers
worked as domestic ser-
vants in white homes.

“Then last year they
approached me and said
that it was time I took the
final step and joined the
ANC. My wife and I were
part of their community,
Se I made up my mind and
became an ANC supporter.

Deadlock

“Some people in Messina
seem to forget that I am
losing R80 000 a month in
turnover at my two shops
which gre being boycotted.
It is only the one shop oppo-
site the township that has
been exemnpted from the
boycott.”

But Mr Nienaber added:
“l have no fight with the
white residents — it’s them
who want war with me.”

A spokesman for the
residents and chairman of
the Messina Advice Office,
Mr Jacob Matakanye, said
a meeting with business-
man in the town reached
deadlock this week.

“We will be holding
more meetings in the near
future with all concerned,
but the black residents
have,_given us their man-
date = they want the black
council’'to resign,” said Mr
Matakanye. iy
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Pepkor clothes the masses,

®
C e 2}
-;LE 'em high, sell 'em
Loap. In doing both,
"zpkor lifted turnover
RB’TG-mﬂIion
to almest H2-
~ in the year to
“zhiiary 1991.
In that time, a net loss
+ R12,2-million was
--d into & black bot-
_- line of R78,3-million.
Three acquisitions in the
..rrent year look destined to
ise the group’s prospects.
Chairman Christo Wiese
zave presentations about the
Froup to the Investment Ana-
ysts Soclety in Ca Town
and Johanneshurg this week.
1t crossed his mind to ask
whether any of those attend-
ing had ever been instde any
of the 801 Pep, 120 Acker-
mans, 72 Shoprite, 150 Smart
Centre, 42 Frasers mine
stores or the 200 Harties
shops. He thought better of It.

The Investment Analysts
Soclety does not abound with
down-market shoppers.

Mr Wiege's group alms (o
become the biggest retailer
of clothing and perhaps of
food to the mass market,

Pepkor started life 25
%iars ago as a single shop in

Aar. It was_opened by
oup founder Renlier van
oyen, a former chairman.

and still a non-executive
A roup his 1400 sh
e group has shop
will 11i§“1J 500 this year an%
intends to open about 70 a
year thereafter. It also man-
ufactures long-run popular
goods, which make up more
than a quarter of lts retail
sales, and has interests in

property.

l\gr W’lwe says tha group is
controlled from the nerve
centre at Parow.

Unlike many other groups
which take pride in reducing
the number of employees,
Pepkor i3 glad to provide
jobs for 20 000.

About 40% of its manage-
ment is black, brown or
Aslan and 70% of store man-
agers are women. t

“Qur cusiomers mirror the

t

for

-

rs, shapes and izes make up the arket

make-up of the nation's fab-

rie,” says Mr Wiese.

Pep was built on the cash
selling of clothing at a dis-
count. But 50% of all clothing
sales are now on credit. This
explains the purchase of §5%
of Smart Centre from Trade-
Em “mart sells on credit, but

epkor will not permit credit
sales to exceed 20% of group
turnover. .

Top compary Pepkor 1s
capitaliged at more than R1-
billion on the JSE. The
group's strycture keeﬂs
changing — the one in the
annual report issued this
week ig already out of date.

The current line-up shows
Pepkor with 78% of hoprite,
more than 90% of Pep Ltd,
50% of Properttes and 55% of
Smart. Pep Ltd holds Pep
Manufacturing, Pep Stores,
Ackermans, Pep Internation-
al, Frasers and Harties,

In three years from 1986,
Pepkor achieved its obfec-
tive to refocus in mass tnar-
keting. Non-core business
was sold, return on capital
topped 25%. Pep Stores and
Shoprite were listed and each
division was able to stand
alone financially.

was refined and financial

: ﬁoals reset to more conserva-

ve gearing of no more than
%0% and to a higher return of
30% on capital em%}oged.

In the year to February
1991, Pepkor's return on ¢ap-
jtal was 50% and its ﬁearin
23%. The tax rate will stabl-
lise about the current 41%.

Mr Wiese hints that behind
Pep's success les in Fart the
redistributlon of wealth. Low

earners have consistently
gehieved better
creases than have
higher brackets.

in-
Tiase In

As recesslon bites, people
will move down market to
shop at Pep outlets until
money Is less tight. When the
economy pieks up, Pep picks
up costomers from the lower
end again.

The group alse benefited
from the withholding by the
masses of payments for rent
and services. On the other
glde of the civil disobedience
coin, Pep’a staff unionisation
figure is low, and labour rela-
tions have been good,

Mr Wiese admits that his

Two years ago the mission
1

group has been as vulnerable

since October.

N e

Picture: COBUS BODENSTEIN

1o shrinkage as have all the
other big retailers to report
this yenr- Stock losses always
rise’in a downturn, but Mr
Wiese reflects the thoughts of
many with his mentlon of
professionalised theit.

The mild early winter has
adversely affected the sales
of winter clothinﬁi— it has
only a 12-week selling season
in any event.

Pep hopes to export cloth-
ing and textiles and to apply
iz technology abroad by
seiting up stores, An agency
agreement has been codn-
cluded with a Buropean
assoclate. ;

Pep expects a large part of
its sales to come from inter-
national markets in the 1990s.

Mr Wiese says Pep oper-
ates on a by-choice acquisl-
tion mode, ot in a have-to
situatlon, to generate growth.

Shareholders can look to
real growth in dividends if
Mr Wiese has his way.

@ Sellers demanded R90 for
Pepkor shares on Wednes-
day, but butyers would offer
no more than the ruling
R82,50. The high of R85 was
reached the previous week,
the price having doubled

d

pot in fog

- Pepkor

not

ORYX Cold Holdings, the
Gengold-managed developing
mine in the Free State, needs
almost Ri-billlon in escalated
terms to complete phase 1.

Gengeld says phase 1 1s pro-
gressing salissfacwﬂiy. Pl'he
main sub-vertical shaft has
reached 1905 metres and the
ventilation shaft 2007 metres.
The refrigeration plant has
been commissioned and the
metallurgical plant is under
construction.

All this is in spite of difficult.
ground conditlons and major
water Intersections. Gengold
gays more precise knowledge
of the reef position has neces-

sltated revisions of shaft plan-

ning.

The ventilation shaft will
need to be 130 metres decper
and production will start four
months later than planned

Thu)roject has been resche- -
duled so0 that the target of -

100000 tons & month will be
reached on time in April 194

Planned full produetion on
hase 1 will be 20000 tons
gher at 120000 a month
thanks to the changes. They
add R120-million to the esca-

lated capital cost.

“Coirrent market conditior
are not conducjve to the rais
ing of these funds In the equity

- market,” says Gengold.

So four majq' ghareholders
who own 97% lof the equily
are to grovid Interest-fre
loansto Oryx. '

Two points corme to mind
The first is the principle of in

terest-free loans. In the red
world, somebody pays for ev
erything. In case, th
membets of the feur philan
thropists chaghelling fret
money to Orya will pay k
terms of lost opqortun!ty o
that cash.

Second, the stheme seem:
designed to ensute that minor
ittes will pay throdgh the nos
when the stock market s ful
of froth. Minorities wiil ther
%et the right to subseribe for

?x ghares at a'much highet
ce

p

I Oryx
major sharehol
why are minori
oppartunity to
good price?
* The market should be glven
a chance to decide on Oryx"
merits. »

ers belleve,
denied the
e part at 8
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ACREM Holdings, a listed g )
retailer in the Columbia
Holdings group, is to cloge
six of its 16 stores and re-
trench 60 staff members
largely because of
changes {o Section 24 of
the Income Tax Act .
Acrem  finanecia] director
Philip Tunstal] says {he
change will foree the com-
panly to pay at least Rig-
miliion in the next four years
and will cut profits and cash
flow by up to a thirg,
But otker hire-purchase
traders say the effect will be
relatively ‘small, HP by
ineluding Wesbank and
Bankfin, are expected to take
a knock, -
Mr Tunstan says the Re-
celver of Revenge's practice

Note 13, issued last month, re- STIN: Banks r ot .
quires Acrem to pay a large ,G,EOFFAU L o § L N aughty
part of its deferreq tax re- Rusfurn managing  diree-

s : Some riirals have been
Serve in respect of debtors’ tor Geoff Austin, Amre] “ "
allowances in the next four financial director Bruce Sip.  “very naughty” and he would
years, -

fractice hote entrenches z). |
awances on the goods sold
under HP for the first time,

his means that the tax
rate for HP dealers should
not rise to the fp]) company
tax rate of 489,

Morkels and Ellerines used
similar acecounting methods
to Rusfurn in the past and are
Iz;l;.sn expected to feel spme

act,

grian Borcherds, financiai
director of 0K Bazaars,
whick has an mp book of
R400-million, says the
change is “slightly positive”
for his company, which up-
der-claimed in the past,

Y 2

‘ clair, Furniture Traders as. ‘:Lot be surprised if their eary.

sociation executive director

25 and cash flows felj, in#

. ) ]
. . The banks will Pay most of | het

;" Technical o ot hhce o2 the e el oy matof ani
The change is highly tech. gy the Receiver all say the o fr‘;:“’tgg ;T::dg to gar- | agty
nical and can be explained ig effect on furniture tragders BE. ties.”

only the most simplified  with Hp books will not be Wesbank financial director
terms. Section 24 deals with great.

deals. Because profits arige prime targets, million a year.
only as payments are made Mr Sinclair says Amrel hag

His counterpart at chief with

hilip du Plessis says it wif] strer
taxation of profits on Hp They say banks are the €Ost his bank at least RI2- { our !
ts

over 24 months, tax on ther always provided in its ac. rival Stannic, Gutch Vickers, | form

is deferred. counts for deferred tax, even

hardly any tax was payable. affected. . r 11
Inflation ensured that com- But cash flow will be Te-
panies lumping theip Bross  duced by roughly R8-million
profit on goods together with annually, starting next year.
that on their finance charges Mervyn Gerszf, finaneial
in deferred tax paid zero on director of Rusfurn, says the'
P sales, change will push his com.
In practice by note 13 the pany’s tax rate from zerp to
eceiver requires a disting- 22% over four years, .
tion between theip ETross pro- That means, assuming no
fit on the goods so]d and their  prowth in sales, that Rusfurn |
profits on finance charges. i pay at least R23-million |
He will allow deferra] only of of tax in four years’ time, But
the gross profits on the goods. Mr Gerszt is giad that the

—————

says Stannic did not use the First,

i : Y i tem in the past and would | tyre ¢

. Until now, as jong a5 5 though it did not pay it. Its 5 ure
debtors’ bogk expanded, published earnings wiil not ~ thus not be aﬁected. well.
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OK employs clos
policy for weaker=s

! OK BAZAARS having suffered
weaker-than-expected results, wants
to improve effficiency to offset an
unfavourable economic environment,
says chairman Meyer Kahn in his
annual review.

Following a strategic re-examina-
tion of the group’s store portfolio,
certain stores have been indentified
for closure and disposal. This has giv-
en rise {o an extraordinary write-off
of R8,8m durmg the year to March.

Nine “store§ ‘have already been-

closed and completion of the full pro-
gramme will enable greater focus to
be brought to bear on the devlopment
of those stores which are dominant in
their particular trading locations.

Kahn says little improvement is
expected in the economic environ-
ment in the coming year and the real
disposable income of consumers in
the lower- and middle-income groups
is likely to remain under consider-
able pressure.

Growth in activity will dependto a
large degree on socio-political and
industrial stability.

OK’s management will concen-
trate on further refinements to the
[group’s store portfolio; improving the
marketing strategy; optimising stock
turns with the aid of the new ware-
housing system; combating the
shrinkage problem; tightening cost
controls; and continuing strict cash
management

d-séﬁli |

ores -
u@\w s{ulal d

' LIZ ROUSE |

Achieverment in these areas. Wlll
facilitate an improvement in_parns
ings and establish a stronger baﬁe for
the future, says Kahn. 40

He says greater use of interest-free
liabilities made it possible for the
increase in total borrowings -to be
contained to less than R20m,.jeven
after capital expem:hture of Ré5mu
This left the closing gearing ratio of

1% at’ year-end oniy marginally up‘

on the previous year’s 67%. 2

OK’s profits were hit by vdrious
adverse factors, particularly in dreas
of unrest or umemployment, and:
stores in the affected areas showed'
marked declines in sales, b we

With turnover growth of 138% to
R4,9bn (R4,2bn) being less thap the:
rate of inflation, coupled with, pré<
vailing high interest rates, lower lev=
els of fixed overhead recoveriés and
with higher than normal shrinkage'
losses accomnpanying the social sta«
bility, performance suffered an" op-
.erating income was 154% do yn ‘1o
R37,86m (R68,43m).

. Despite net interest payable xslslng
by only 15% and the benefit of am:
improved effective tax rate, earginga:
attributable to ordinary sharehglders:
declined by 262% to 120,3c (163c)a:
share, resultmg in the dwidend atotalt
being cut to 63¢ (86c). 2
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Blacks will want share of action

ment community playing
a part in this development
and learning period.
While investment in
townships is taking place
— with between R40m and

THE repeal of the Group
Areas Act makes com-
mercial, industrial and re-
tail development in black
areas possible, says RMS

Syfrets MD Pat Flanagan.
R50m already invested —

However, the inhabi-
there will h of
tants of these areas are ' Y1¢T be no rush o

going to want a share of q\.(sl:;selnpment, Flanaga@eal of legislation.

the “equity action” Y
Smallish office deve
“Initlally, the people, opments will take place to
will seek to learn from the 3 cater for the specialised

skills held by the whites,™ ,,.p " o "huginess, with a
but once this is achieved greater particip:atinn by
they”will move on their Y o ponrcand finaneial in-
own,” Flanagan says. stitutions,” he says.

Until this happens, This will be a slow po-
there will be a period of ~-cess, but new markets will
uncertainty where skills develop. .
will be bought, with the . However, for commer-
white property develop- clal and industrial devel-

opment to take place,
municipal services such as
lectricity, water and
roads have to be installed.
“The CBD has always
been the commercial
node, and its position will
not be affected by the re-

“General services snch
as lawyers will remain in
the city, so people will
always need to go there.”

The emergence of the
mini-taxi industry has
made the CBD accessible
to the majority of black
commuters, which can
benefit the CBD and im-
prove its appeal as a com-
mercial node, Flanagan
says. < % -




Dion CE fuels rumours of a sale

SPECULATION that furniture group

yesterday by Dion CE Jannie Els.

He told delegates at a Retailing Réai
ities conference that he was currently
“more of an expert on mergers and acqui-
sitions” than on retailin%, re‘%arr{ng to ear-
lier reports that saggested Waooltri was a
'possibﬁr buyer ‘f Dion. HM 9 TLHI‘

Dion is one of Rusfurn’s star performers, - -
following a rise ‘in both Rusfurn’s and
Wooltru's share prices.

Industry analysts said yesterday that
rumours were rife in the market that the
sale of Dion was being negotiated with

Rusfurn was set to sell off Dion was fue@

[{(B3c)  marcia kLEIN -

Wooltru, but warned that “a lot of red
herrings are being thrown around”.

Rusfurn CE Geoff Austin said yesterday
his group was considering all options, but
no decisions had been made.
. «Woelteu CE Colin Hall-would nof com
ment on the 12suec.

«In a statement to shareholders last
“month, Rusfurn announced that details of
the restructuring of its funding base would
be finalised by the end of June. Rusfurn
was believed to have been negotiating with
its main bank, Senbank, as well as with
Finansbank.




80 laoks at Checkers’

 Dutch firm Unp;j
DUTCH

company Unigro, based in Houten,
hasmshown interest jp acquiring Tradegro MARCIA Keem !
Subsidiary Checkers, Promising of the Companies, interasts ih
Unigro dh'ectorHankDekker confirmeq Checkers at this Stage. (105 [lis
last .wleg qbhat the Eroup had “vigjted However, this would obviegsly €pend
Checke: . HOWever, he gaig Unigro was o what offer Unigrg made if it did decige

ussing ‘the Possibilitieg “in-house”. Nq to make gp offer, he saiq
offer had heen made apg negotiations wepe A third source sajg Utigro owner and
. director Erje Albads Jelgersma pag
He said Unigro had 3 000 stores anqg Was  visiteq gz and had spoken to some com-
established jn the Netherlangs Belgium Panies, including Checkers,
and Spain. Its turnover wag o-billion gnilg. He believed Albada Jelgersma pag
a year, . C0me te SA as part of the Spar Internation-
A source sajg Unigro was the third- or 5 Congress delegation, hyt this could not
fourthdarg&ct retaij company in the Neth. be confirmeq. The Unigro group had ap
erlands, and wag known tg he aggressive in interest in Spar Internationa],
terms of jis acquisitions, Checkers’ parent company Sankorp hag
Another souree said it was 3 wel Mag-  peen looking for 3 buyer for Checkers singe
aged company, apg Seemed to be the most  March, )




British Small Business Minister Eric Forth, right, with Sacob deputy dimctor—ganarl Ror‘
Haywoot at yesterday’s launch of tha Sacob Small Business Forum. Pewre ROBERT BOTHA

‘Small business
s govt voice’

sHaron woop \ 20

SMALL business needs a voice in govern-
ment, British Small Business Minister Eric
Forth said yesterday at the launch of the
Sacob Small Business Forum.

He said a deputy minister for small busi-
ness should be appointed to liaise with
government, although this “must not raise
expectations unduly highly”.

The aim of the newly formed Smail
Business Forum is to develop the potential
for growth in the small business sector and
to gather and disseminate information
relevant to small business practitioner.

The forum brings together nine organi-
sations including the SBDC, the Small
Business Advisory Bureau, the Standard
Baok Small Business and Advisory Depart-
ment and Wits University’s Centre for De-
veloping Business.f5 {04 |9]6 lo 91 .

Sacob director-general Raymond Par-
sons said “the challenge is to create a
coalition on behalf of small businesses
which will provide focus”,

But Forth warned there were conflicting
interests among different small businesses
and allowances should be made. -

Small business access to finance was
aiways a major problem, he said, and a
solution was to get government guarantees
for small business finance.
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g ,BUOYANT retail sales bucked the reces-
smnary trend in 1990, with consumer
« ,Spending holding up well despite a contrac-
. tion in the economy.
" - Retail spending has more than levelled
off over the last few months, However,
recent results from some of SA’s major
xetaﬂers seem to have been unaffected.
The ability of many retail groups to keep
thelr heads ahove water has been attribu-
N " ted to various faetors, including increased
=»-plack spending, involvement in export
o markets, retailers providing many essen-
Hal goods, tax relief, deregulated shopping
. hours and a reIatwely mild recession.

k

i :3'1‘1

" FNB Treasury economist Simon Willson
] éld that in GDP terms, the current reces-
lOll was comparable with SA’s last reces-
on in the mid-1980s, but retail sales over
: @ two recessions painted a different pic-
tﬂ,‘,ﬁure Retail sales “have no more than lev-
glfed off compared to the last time, when

they took a steep dive”.
‘?,‘;;’;ijId Mutual chief economist Dave Mohr
aid {the current recession had been atypi-
o cal. However, growth in retail sales over
1950 was up by 1% in real terms while the
populatlon was growing at about 2%, so
per caplta spending was in fact coming

”an
-(d-ﬁ -

own
“The retail sector had kept on growing in
Ut real terms but at a low level, and this'trend
-':- was likely to continue into 1991
{“ -Willson said the resilience of the retail
‘“‘j; Jsgt‘:tor was attributable to various factors,
of which was that the sector had-a
nin: fmﬁer gxposure to debt and its vulnerabil-
"“"’ y i to interest rate fluctuations was much
bwer‘than in the last recession,
“Also} demand had been “most resilient in
qnn‘Some key retail areas, mcludmg durables
and’ semi:durables”;

—*_'g*f" _This eoutd be pmned down to mcreased

‘;'CCGSSIOI% fails

to dent

‘consumer spendm%

MARCIA KLEIN

demand from black consumers arising
from an adjustment in wages to non-dis-
eriminatory across the board levels,

Also, buoyant retail demand had been
concentrated on household items arising
from increased housing and an extension of
services into fownship areas.

Econometrix director Michiel Bester at-
tributed growth in consumer spending to a
rise in wages at rates which were higher
than expected with the lower income
groups experiencing bigger wage in-
creases than the higher income groups.

This happened in a sutficient number of
cases to enable an inerease in consumer
spending,

Also rent boycotts had contnbuted to
inereased disposable income.

He said to a significant degree, growth in
the retail sector was due to an increased
number of shops.

Recent results from retail companies
included results from the last quarter of
1590, when consumer spending was still
buoyant.

However, informal reports had shown
that there was a fall off in retail sales in
the very recent past, he said.

SA Chamber of Business economist
Keith Lotkwoeod attributed the inerease in
consumer spending over 1990 to tax relief
last year and the deregulation of shopping
hours. With the inflation rate still high and
the political situation putting a question
mark on the future, many consumers had
decided to spend rather than save, he said.

Lockwood said a major factor contribut-
ing to retail operations’ ability to weather
the storm was gearing. Those companies
owing a lot and paying high interest were
feeling the pressure on cashflow, as many

. companies had expected interest rates fo

come down a lot earlier than they did.




JCCI pla
mission t

IN AN atmosphere marked by
the softening of sanctions, the
Johannesburg Chamber of Com-
merce and Indusiry{(JCCI) will
be taking its first trade mission to
Europe since 1986.

The September mission to Portu-
gal, Spain, Belgium, France and the
UK is the latest in a number of trade
missions planned for SA exporters to
counixies now showing a growing
interest in SA.

This interest has also led to a rush
of foreign missions to SA.

JCCI says among those due in SA
shortly are delegations from Brazil,
Chile, UK, Portugal, Belgium and
Madrid. In addition, representatives
or small groups are expected from
Zaire, the Madrid Chamber of Com-
merce, Australia, Austria, China,
Hungary, Madagascar and Reunion.

Safto says a group of Finnish busi-
nessmen will visit SA at the end of
this month and a group of Danish
husinessmen are set to arrive in Oc-
tober. In addition, a mission from the
Soviet Union's Chamber of Com-
merce and Industry will come to SA
at the end of June.

An Argentinian commercial dele-
gation from the SA-Argentinian
Chamber of Commerce arrives in Jo-
hannesburg today for a 13-day visit.
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Already in SA is a Belgian-SA
Chamber of Commerce trade delega-
tion, the second in a series of trade
missions to SA planned by different
Belgian interests.

In addition, the first officially
sponsored British mission to SA since
1985, organised by the UK SA Trade
Association, is currently in SA, asis a
mission from the Portuguese Cham-
ber of Commerce and Industry.

And a number of trade missions to
foreign markets have been planned.
This month, Safto will undertake an
inaugural visit to the Soviet Union
and Finland. It also has group visits
planned for Kenya and Angola.

Other countries which Safto groups
will visit this year include South Ko-
rea, Thailand, China, Egypt, Scandi-
navia, Turkey, Bulgaria, Columbia,
Panama, Venezuela, Singapore and
Australia.

Reuter reports that a Dutch trade
delegation of 25 senior ministry offi-
eials and company representatives
will visit SA from June 22 to 29 to
explore investment opportunities, the
Dutch Economic Affairs ministry
said yesterday.

The delegation will meet Finance
Minister Barend du Plessis and other
senjor politicians.
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' SHAREHOLDERS of Tradegro and Trade-
hold will be offered shares in Metro, Cash-
build and Premier, as well as cash, in
terms of the unbundling of the two pyra-
mid companies in the Sankorp stable,

Releasing details of their .reorganisa-
tion, retail giant Tradehold and its pyra-
mid Tradegro announced they would dis-
tribute the shares held in Metro, Cashbuild
and Premier to their shareholders, and
partially redeern and convert their con-
vertible debentures and preference shares
[ into ordinary shares, )

This would result in Tradegro hoiding
Checkers, Coréprop and the departmdnt
stopes {Stuttafords/Greatermans) as its
only'wholly owned subsidiaries, as well as
aboyt R75m cash,: - :

ITradehold’s major asset
would be its 54,6% holding of
Tradegro, and it would aiso
retain shares in each of the
distributed companies to fund
the repayment of short-term
liabilities. .The unbyndling
would be completed by. the
end of July, ‘

Directors said this would
simplify and streamline the
corporate sfructure, increase
shareholders’ wealth and pro-
vide ‘thérh idirect participa-
tidn in each;of the distributed

T”fadél“ldld” re
o 20
un undlmé)
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companies, &
Tradegro ordinary shareholders %ul‘d .
be entitled to 5,2 Metro shares; eight G’hgh-
build shares, 1,3 Premier shares and a iagh
payment of R5,40 for every 100 shares heéld,
Tradegro convertible instrument fiold-
ers would have their paper convertedeinto .
Tradegro ordinary shares on a one-fo: one
basis and a cash payment of 8¢ for every
convertible instrument, as well as intgrest
and dividends. &
Tradehold ordinary shareholders %uid

MARCIA KLEIN

' receive three Metro shares, four Cash uild

shares and one Premier share for eyery

[ To Page 2 2

e
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100 shares held. Convertible instrument
holders’ convertible shares and debentures
would be converted into Tradehold ordi-
nary shares on a one-for-one basis, and
they would receive cash of 8¢ for every
convertible debenture of 135¢ and 5e for
every convertible dehenture of 103c.
Shares in Cashbuild “have gone all the
way to the shareholders”, Sankorp GM in-
vestments Etienne le Roux said yesterday.
Earlier announcements said that on
completion of the unbundling, Sankorp
would hold 42% of Cashbhild, 48% of
Checkers/Coreprop, 36% of Metro and 47%
of Stuttafords/Greatermans, and that
after unbundling, Sankorp’s interests in
Checkers/Coreprop, Metro, and Stutta-
fords/Greatermans would be sold.
Since those announcements, Tradegro

has agreed to sell 70% of its interest in
Metro to Premier and Smart Centre and
Frasers mine stores were sold to Pepkor
for R31m and R13m respectively.

The group struecture before the propos-
als — assuming conclusion of the Metro
deals —.sees Sankorp holding 73,6% of
Tradehold, which holds 54,6% of Tradegro.

Tradegro’s investments prior to re-
organisation are 3,4% of Premier, 14,3% of
Metro, 68,9% of Cashbuild, and 100% of
Checkers, Coreprop and the department
stores. )

Le Roux said it was still Sankorp’s inten-
tion to sell holding company Tradeheld,
which would result in a change in control
of Checkers and Coreprop. He added that
he was not taiking to anyone at the mo-
ment on the sale of Checkers.
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‘Violence wili

Soweka. /&[]

ruin business

VIOLENCE threatens to
destroy South African
business, director of Af-
sure Brokerage Company
Mr Kehla Mthembu said
yesterday.

Delivering a keynote
address at the annual con-
ference of the Imyanda
Chamber of Commerce,
Mthembu  said:  *“The
violence that has
permeated  our  com-
munities has the capacity
to destroy social fabrics,
deplete business potential
and set us many Yyears
back.”

He 1old the conference
that the couniry was expe-
riencing one of its worst
depressions.

““The value of our
money has become a
laughing stock compared

By JOSHUA
RABOROKO

to other currencies in the
world,” he said.

**This effectively rules
us out as meaningful
players on the internation-
al scene.

Inflation

+The rate of inflation
has been steadily soaring
to such an exient that
most basic living require-
ments have been rendered
out of reach for the man
in the street.

“*The workerts are con-
tinuaily loosing their jobs
45 most companies have
begun Vvarious processes
of rationalising, retrench-
ments, Streamlining and

down-scaling them.
“‘Small business s

also under pressure as

cashflow situations make

- it difficult for them fe

plan.”

Mthembu said the edu-
cation system was still in-
adequate to meet the
demands of the majority
of the population.

He also said the
syhreat  of Alds s
definitely with us™".

He urged the black
business community 0
make it their responsibili-
ty to find solutions 10
these problems.

*We need to survive
the political scene, which
is going through the worst
blood-letting orgy ever
witnessed in  modemn
times,” he said.
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'VAT a blow to|

busine
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— )
black traders

By DERRICK LUTHAYI .

BLACK businessmen are disgruntled
with VAT which they claim will have a
negative - effect on their business,

Southern Transvaal Chamber of Com- |

merce (Soutacoc) president Joe Hlong-
wane said this week.

Addressing Soutacoc’s 21st annual
conference Hlongwane asked deputy
Finance Minister Theo Alant —a guest
speaker at the conference - to convey
to the government his organisation’s
grievances over the new tax system.

Hlongwane said many of the black
businessmen affiliated to Soutacoc
knéw very little about VAT because
the governmgnt had not. educated
them. Many of these businessmen
would default with the law and thou-
sands of small traders would go bank-
rupt as a result of this, he said.

“Let the government write off all
32% assessment before we go into

Unfair

*“We should be exempted for at least
two years from the unfair huge assess-
ments the inspectors of the Receiver of
Revenue imposed on our businesses,”
said Hlongwane,

Earlier Alant.had said that VAT
would create a sound economy.

He said that despite the risk of VAT
creating more tension in an already
tense society, it was the responsibility
of the government to introduce the new
system because it would do away with
sales tax on business purchases not
meant for resale.

VAT eliminated ‘double taxation,
reduced manufacturing and distribu-
tion costs, assisted business in contain-
ing price increase to the benefit of both
local consumers and important export
effort, and did away with the distorting
effect GST, he said.

In his presidential address, Hlong-

wane said liberation was on the door-
step and racial discrimination was on
the way out. |

*The coin of freedom requires that
all individuals be given the right and
opportunity to take control and respon-
sibility for their own lives and to act
creatively, work hard, take risks,
create goods, provide employment and
enjoy the fruits of their endeavours in
equal measure — and thereby increase
the wealth of the country and its peo-
ple.

“The government, present and
future must recognise the vital impor-
tance of economic freedom and self-
“reliance of the individual..

“We also draw attention to the pun-
ishing effects of past laws and the
continuing violence — and the conse-
quent need to rehabilitate and support
entrepreneurs in a substantial way to
underpin a future, sound, free enter-
prise system.” :

PAC deputy president Dikgang Mo-
sencke told delegates that economic
empowerment does not occur .n a po-
litical vacuum.

Pevelopment

National political self-determination
and democracy were primary aims, but
could be hollow victories without
appropriate economic development.

“QOur struggle for the liberation of |
the African people is not only for §
political liberation but also for econom- §

ic empowerment of all the people of
our country.

“It is primarily a struggle against
poverty, ignorance and disease.

“In short our struggle is one for the
total well-betng of our people” he said.

ANC chief information officer,
Pallo Jordan, said that South Africa

belongs to all who live in it, black and |.

white, and that no government can
justly claim authority unless it is based
on the will of all the people,
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Carletonville
{ branches of the ANC and
Cosatu-Have beep bby- .
cotting the town’s shop§
{this week” dfter the Con.
l'servati,ve Party-con-
I‘trolled council refused
i

pertiiission for the lahoyr
federation to hold a pro-

test'iarch last week.
{451, foint statemment
'yésterday, the organisa-
| Hotis"Said that not even
i"Intérvéntion by Cosatu
|'lawyers could persuade
-the’ cdiineii to
‘décision, %

| “"“Cosatu.and the ANC
: were; theréfore, left with
i no alternative but to re-
| Sort to the only weapan
at their disposal, that is
Withdrawing their buy-
Ng power-from the rac-

change lts

he statémentisaid;igw sy
The:organtsations'sajd
thepeaple of. Khutsohg

|
]
[}
|
!
1
i
L]
[
|
i

« Khutsong town clerk

i
Ist Carletonville, town,1, | e
t dohgnres Pl'ﬂ..‘ég_ ,

P e ! H
township, andsurround.
Ing mines,:alsg d‘e‘i'{)and-
£ thie following, s+ .
® A single; noriracial and
democratically elected
town council, :
® Freedom of politica]
expression and’associa-
tion, L, -
@ An end 'to"al] racial
segregation, = "' f
® The resignatipn of

w

Kronk, P
“The consumer boy: .
cott, now in jts four;h
day, will continue unti!
all the demands. haye
been met, O
“Transport arrange-
ments have been made

‘for people to shop at the

nearby towns of. Weston-
arla,, Randfontein g;};d
4 ' the
statement addeéd,
Sapa, .., { ’
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Businessmd
A group of white Po giet-
€rsrus businessmen have de-
cided to decrease the work-
ing hours and salaries of
black workers in relation to
the effect on businesses of
4 consumer hoycatt,

The decision was made at
a meeting yesterday during
which a committee, Action
Business Survival, eompris-
Ing businessmen and profes-

i

bﬁéci_de to

sionals, was appointed

A statement said white hu-
sinesses could not absorh
losses caused by the baycott,
which begins tomorrow.

It was decided, for the
sake of “favourahle” em-
ployees, that steps for “husi-
Bess survival” should cause
the least amount of disrup-
tion for employers and em-

wmatad ef e bars

fight boycoft ‘

- tause of the potential for

2

FITPRIRIE PR

ployees. However, “drastic
Steps” would be considered if
the boycott continued.

The meeting also objected |3
to the Cosatu march through
Potgietersrus tomorrow be-

conflict and because there
Was no guarantee that prop-
erty would not be damaged.
— Political Reporter
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‘S;a'holl_\)keepe s

‘Star Line St~ Y1y \\ b EY

'Thrée months after the scrap-
‘ping-of GST on all bread except
rolls, rye and raisin loaves, the
Johanhneshurg Receiver of Rev-
enue is still receiving com-
plaints from consumers.

be cafe owners and smaller ba-
keries,

Following the scrapping of
the controls on hread prices,
some shopkeepers are charging
up to R1,20 for half a loaf of
white bread. Others, who have
charged GST illegally and have

been reported to the Receiver,

simply increase their prices by
20¢ or 30c.

- mtill c"harging GST on bread

Lynn Morris of the House-
wives League said the league
was still receiving complaints
of cafe owners charging GST
and shopkeepers who suddenly
increased prices after being re-
ported to the Receiver.

She advised comsumers to
warn shopkeepers who in-
creased prices that they were
aware of their conduct,

The major culprits appear to

"

e




1 %
Ar amm'lf R75/mi
heing made available to the
Srhall Business Deve
Cd;poration to enable it to con-
tinue and expand its important
ac}ivities, it was announced in
Parliament yesterday.

But during the debate on the
sypplementary Budget, Dr
Frans Jacobsz (NP Helderberg)
said the Government should
gife attention to long-term fin-
ancing of the corporation. The
atfility of the SBDC to grow de-

: ded on the amount of fund-
ing it received from the Gov-
ernment and the private sector.

lFl‘he Government was making |
it4 contribution, and he hoped |
that the private sector would |
continue to provide funds S0 \|
thht the SBDC could expand its

es is far larger than it can
meet with the finance it has
available,” Dr Jacobsz said.

This was aseribable in large
measure to the yncertainty in
th SBDC over the availability
of financing in the long term, &

miatter which should receive the

| attention of the Government,

'The more business undertak-
ings that were created among
less privileged people, the more
rapidly would {here be success
in distributing wealth according
to merit and raising the living

- gtandards of all. — Sapa.
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stores in blac

By John Sherrocks (30)

1

DURBAN — Furniture retailing
,gaint Beares is to act on its con-
viction that the black market
will dominate sales growth.

i\ The group has launched a
‘major expansion plan that will
see more than 50 new stores
Being opened in predominantly
rural areas in the next two
yedrs,

The move, which runs against
the sector's general trend of sit-
ting tight, will see the chain set-
ting up, in many instances, in
new areas in which competi-
tors are already well-estab-
lished.

Hymie Sibul, chairman of the
Beares and Clobea, the holding
company of black clothing
chain Bee Gees, forecasts that
the imminent take-off in low-
cost housing will have mam-
moth spin-offs for furniture
traders.

‘Areas in which the new stores
are to be opened inelude Trans-
kei, Qwa Qwa, Bophuthatswana,
Swaziland and Lesotho, in addi-
tion to many fural areas within
South Africa. !

‘Although opposition groups
arezestablishied in a number of
the ‘gFoup’s traget areas, ‘the

IR

Beares planni

g 50
areas

markets are very lucrative,
says Mr Sibul,

Blacks at present:make up
about 52 percent of thé- group’s
customers. n:

Individual spending,power in
this sector has, on average, dou-
bied in the past three years, he
says.

“We are not looking to have
the most stores,” says Mr Sibul.

“We are now deing 15 percent
bottom line to turnover — the
money that buys the whiskey —
and we intend keeping it.

“The key to our business is
not turnover, but the quality of
the book.”

By having a wide base, which
covers rural and urban areas,
risks will be spread.

Reflecting group thinking is
the Bonus Hardware Store, es-
tablished among a cluster of
furniture stores in the Durban
CBD's West Street.

Branded as the first hard-
ware outlet in SA to offer up to
24 months' eredit, the pilot
project opened last September.

To date only three customers
have defaulted on payments,
with bad debt totalling a mere
R2 000.

Mr Sibul is confident that a
second store will be opened in
Natal soon.

34|
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| Brakpan

Wl

‘By Clyde Johnson '~ RTH ,
E"-ﬂq Shsi;fé,é_jn".‘Si:g’@gli'j‘f!""\ “0\0‘\\ d
‘ﬁus;iriesgééi in Brakpan, includ-
ing, onés',',gwned by ANC mem-
bers, are being severely affect-
e by a consumer boycott called
more than a month ago.

. ,According to a representative
of‘the Black Traders and Pro-
fessionals Association (BTPA),
black and white businesses are
suffering ’ equally, and some
shop-owners have indicated that
they might have to close down.

When the, BTPA approached
the ANC .to discuss the issue,
it was told that the boycott had
been called to pressure the CP-
controlled . .town eouncil to up-
grade facilities in Tsakane and
Geluksgiql_,,tpwnships. L

A BTP-A_--;representative said
he believed this unfair, as black
businesses could-not he;held re-

-sponsible for the right-wing

boycott qqloﬁteﬁ

: i<ioT 'eouncild attitudes)

_ _
: T aey ekl

.ot
ind:

o ;
@ The consumer boyCott in fﬁgﬂ
spruit, called by the ANC Tast a\
week to force the Go#er\r‘_ql’_iéﬁ"
b release prisoners ‘described

)
2

-

as political, appears to‘bg 65
ing momentum. ot

The shops mainly affegfggl’l
seem to be bottle-stores, SupeL )
markets and some 1clothing §
stores, but fast-food outtets,
cafes, take-aways and bakefies §
say it is business as usual -, 5 4

Scores of innocent shoppers )
have, however, had grocesies.
and other items destroyed by !
“intimidators”. ‘ woiz

A shopkeeper has clairoed
that a middle-aged womanZih
Promenade Square, close tosie?
ANC offices, wept as tworyoulig)
men degsltrog;qd her _groqg’g}p‘s}"ﬁ

Shopkeepers ' ab; :Barbertih,
White River, Malelane and L
matipoort report slight dropS;
turnover. g
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The 1990s will see the re-,

pofulation of the city
centres, according to a
property economist.

This will be in sharp
contrast to the 1970s and
198bs, which were char-
actérised by commercial
property development
moving away from the
city centres and creating
separate satellite CBDs

+ such as Sandton City.

Property consultants
are already reporting a
noticeable surge of new

ﬁeople will m

property development or
refurbishment in the
main CBSs throughout
the country, and particu-
larly in Johannesburg.
The drift back to the
cities giso indicates that
developers are acknow-
ledging the socio-political
changes taking place; -
. The creation of free
tradling areas and the dis-
mantling of regulatory
controls represent tre-
mendous challenges and
scope for innovation and
flexibility in commercial

ove by

ck

proper‘t’y"ﬂs\lgn and de-
velopment,” said a mid-
city property consultant.

The Syfrets Group has
stated that it believes de-
velopers will have to con-
sider a somewhat differ-
ent commercial environ-
ment and mix through
the 1990s to be able to ac-
commodate the greater
urban inflows.

Syfrets has thus fo-
cused its activities on ad-
dressing the particular fi-
nancial needs of clients
with commercial and in-

to cities

dustrial interests~—
The company pion-
eered the creation of the
participation mortgage
bond instrument. The
group accounts for about
35 percent of all lending
by this route in the coun-
try.
The philosophy ex-
pressed by executives of
the company is that to
keep ahead the merchant
banking element of prop-
erty financing has had to
be flexible, dynamic and
innovative.




Foschini buying
major UK fashio

By Ann Crotty
Investment Editor

Foschini looks set to contrib-
ute £23,5 million to £27,5 mil-
lion to help fund the cash
‘offer of 185p a share that
‘Oceana is making for the
- 72,11 percent of Etam it does
"not already hold. Etam is a
UK-based fashion retailer.

The offer follows an ultima-
tum to Oceana from the London
takeover panel.

The deal will result in Fos-
chini acquiring a 50 percent
stake in a retailing operation
that has 251 outlets and in the
= 12 months to end-January ’91
~achieved a turnover of
- £206,5 mitlion.

" On the basis of Etam’s recent
share price history and its earn-
ings record over the past few
years, the 185p offer -could ei-
ther be deemed to be extremely

generous or a very long-term in-
vestment.

Oceana’s current 28 percent
stake in Etam was bought at
between 64p and 185p.

On the back of speculation
about Oceana’s interest in Etam,
the share price has increased by
220 percent since June '30, com-
pared with an increase in the FT
Stores Index of only 23 percent.

Over the last four years
Etam’s floor space has increased
by 155 percent, while net trading
margins have fallen by 70 per-
cent.

For financial '91 the group re-
ported earnings of 751p — down
from 16,7p in the previous year.

Its end-January net assets
were £72 million.

That Oceana is prepared to
pay such a hefty premium for
Etam (2 P/E rating of 24,6
times) suggests that it is ex-
tremely optimistic about its
prospects for a turnaround..

., According to today’s an-

N -

nouncement, the Oceana board
believes that Etam’s weak trad-
ing record is due not only to the
recent downturn in UK retail-
ing, but also to ili-timed strate-
gic decisions by the Etam hoard.

“Oceana intends to consolidate
Etam’s core business, rationalis-
ing where necessary and making
it 'more productive through the
introduction of up-to-date infor-
mation technology based on soft-
ware developed within the Fos-
chini group.”

This means that Oceana in-
tends to apply the sort of strate-
£y that has made Foschini such
a powerful profit generator in
SA where it is regarded as the
leader in merchandise technolo-
gy.

The offer will be made by
ORE, an Oceana subsidiary that
has been formed for the pur-
poses of the Etam transaction.

The. offer is worth about
£87.million in cash and values
Etam at around £121 million.

’

ing

21 b\A\

n group

" The £87 million cash consid-
eration will be funded by the
issue of ORE ordinary and pref-
erence shares to Oceana
(£45 million) and a consortium of
UK institutional investors
{£31 million), T :

The remaining £11 milliop will
be part of a medium-terrni Joan
from the Swiss Bank Corpora-
tion. N N
" In turn, Oceana will be, at-
tempting to raise £47 million.to
£55 million through two rights
offers.

The first offer will hefor
14,4 million new shares af:$3,25
per share. Oceana shareholders
will be offered 24 new shares
for every 10now held. 4 g

The second offer is forsan ad-
ditional 2,4 million shares at
£3,25 a share with four shares
offered for every 10 now held.

The Lewis family will not be
following its rights. These will
be taken up by Foschini, which
will then hold 37 percent of the
enlarged Oceana.



New outlets planned as
the Chcks group exggds

LIZ ROUSE

RETAIL group Clicks is expanding its existing core of
bnsmessﬂar gely by opening new Clicks and Diskom -
" outletg. <%~ “”ﬂ?% i i J .

A further 10 Clicks and 20 Dlskom outl ts are planned
to open thls year. In addition, the group will be refurbish-
ing store$ to ensure that they maintain a high level of
excellence throughout 84, says MD Trevor Honeysett in
his apnual review,

The group plans to expand Clicks and Diskom to 400
stores within five years.

Greater emphasis will be placed on national promo-
tions aimed at underlining and enhancing Clicks’s repu-
tation for providing the shopper with quality, selection,
service and value,

Diskom is being made more accessible through a
greater number of outlets and will offer consumer bene-
fits including improved product ranges.

In the year to February Clicks notched up its best
resulis yet. The group surpassed the R500mthreshhold by
10% with a turnover of nearly R552m. It opened the
greatest number of new stores — 15 Clicks and 16 Diskom
— briiging the combined number of stores to 165.

Attributable earnings rose by 25% to R20,5m, which
translates into earnings of 102,28¢ a share (81,82¢) and

total payout was raised by 26,5% to 43¢ (34c).




PROPERTY

INDUSTRIAL LAND

DURBAN

&)

Durban is said to be one of the fastest grow-
ing cities in the world. But urban planners
say its growth, in terms of providing enough
jobs for its expanding population, is being
stifled by a chronic shortage of suitable in-
dustrial development land.

This has led industrialists to cast their cyes
over the hundreds of hectares of State-owned
property that are largely under utilised in the
greater Durban area.

Two sites being targeted are the Depart-
ment of Transport (DoT)’s Louis Botha Air-
port, south of the city, and the proposed
airport site at La Mercy on the North Coast.

Work on a new international airport at La
Mercy to replace Durban’s outmoded Louis
Botha was stopped at the earthwork stage in
the mid-Seventics when funds ran out. Gov-
ernment has made no headway with new or
alternative plans since then.

Industrialists want the department to stop
dithering and rezone at least one of the sites
for industry. They would settle for either,
though Louis Botha isa natural extension to
the industrial area south of Durban.

Industrial land is at a premium around
Durban and, with little new land availabie
for development, rentals are pushing through
the R10/m? mark. The land shortage is now
starting to hurt the local economy.

Industrial and Commercial Property
Group’s Chris Winter says: “Smaller con-
cerns that cannot absorb rent increases are
already beginning to move out of Durban.
The situation will get worse if there’s an
upswing in the economy of if interest rates
drop.”

New investment in Durban, particularly
by manufacturers who want to set up oper-
ations near the port, is being hampered by
the land shortage and high rentais. Winter
says some of his clients have chosen to locate
on the Reef and pay the transport costs to
Durban because they can get better deals
and more suitable sites in the Transvaal.

“It would help Durban tremendously if
the department either went ahead with its
proposed La Mercy airport, 50 releasing land
at Louis Botha for industrial development, or
upgraded Louis Botha and sold the La Mer-

¢y site to industrialists, By doing that, gov-
ernment would recoup a lot of its costs,”
Winter says.

What does the department say? The short
answer is “no way.” But there might be hope
in the long term if plans to commercialise the
country’s nine State airports proceed next
year.

The DoT’s Stuart Huckwell says govern-
ment is not prepared to consider releasing
fand at either site at this stage. But he has
just completed the first of a two-part study
that assesses the present and future capacity
of Louis Botha, which he will be handing to
Transport Minister Piet Welgemoed shortly.

The second part of the study will project
the growth rate in passenger traffic at Louis
Botha. After this is completed this year the
department will be able to decide whether to
expand Louis Botha or to develop a new
airport at La Mercy.

“We hope to present government with
scientific and engineering evidence of what
Louis Botha’s future demands will be, giving
a figure, in today’s terms, of what it will cost

v

to develop the airport to meet expected pas-
senger growth.” Huckwell says.

He is unable to divulge the contents of his
initial report until it has been seen by govern-
ment. But the history of the saga supgests
that the State will probably continue inject-
ing funds into Louis Botha to enable it to
cope with increasing demand, while it holds

on to its La Mercy site to keep its options
open. ™M 2169

The latest projected completion date for
the new airport is 2011.

This is not encouraging news for those who
want to see idle airport land rezoned for
industrial use. But one glimmer of hope is the
scheme announced this year by former
Transport Minister George Bartlett to com-
mercialise the country’s airports.

Says Huckwell: “Government intends
making airporis scparate and self-financing
business entities, free to take loans on the
capital market and attract private sector
investment to finance development.”

He says a profitable airport authority
could raise sufficient funds from both the
market and private investors t0 develop a
new airport, such as La Mercy. “Insufficient
funds have been the reason for La Mercy not
going ahead. This may change once airports
are commercialised,” he notes.

Industrial developers, however, should not
expect too much, Transnet, with the possible
exception of its harbour division Portnet, has
not been quick to capitalise on commerciali-
sation or put its surplus land to use.

The most probable outcome is that the
DoT will eventually sell its La Mercy site to
industrial developers.

" PETIIY]
PRCA LS5
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There is a view that socio-economic pro-
jects are more critical at the moment than
building state-of-the-art airports. In future,
public expenditure is more likely to be chan-
nelled into housing, education and health
facilities.

Meanwhile, Durban developers may have
more luck persuading Spoornet to sell some
of its land for industrial development. The
organisation has set up a property division
and has indicated that it will consider selling
off surplus land to private developers.

Spoornet, for example, owns a large tract
of land near Durban’s Springfield Industrial
Park, one of the most successful industrial
parks in the country.

Developers would love to get their hands
on it, but Transnet’s property manager for
Natal, Roland Bohmer, says it is earmarked
for a rail link from Inanda to Durban, and &
multimodal interchange for transferring rail
and road goods.

However, he says: “While both projects
are in the pipeline, significant finance is
involved, and if one or both projects is
shelved the land could become available for
development.”

That, of course, does not guarantee that
the land will be sold to private developers.
Bohmer says Spoornet is considering three
options: undertaking its own development,
joint development with the private sector, or
selling the land. [ ]
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FURNITURE, gia

nt
Beares_disappeared frorr@
thé‘;x;ISE:';ligards“-_after, its

incopporation inDurban-
based Prefcor group
apout 2%z years,ago.

But, benefiting,” from’ a
surge in black spending, it is
a growing force in the
market. . . .

. Exécutivé director Hymie
Sibul, a forther managing di-
rector of ;the Dion discount
chain, can see no end to the
black spending boom. “If we
could, we would be proceed-
ing more cautiously,” he

sag‘. .
- He plans to o
ture’ stores, in ¥

years, .~C.o-.

“With the%’s8 _stores  the
group has opened i the past
fwo, years, the:chain will
have 240-furhiture’outiets by
the end;!,?ﬂlgg%“g 3 :

Most "of  the. new outlets
will be itivrral areas.

(At the same. time, the
group plans to]-increase its
Bee Gee clothing chain from
62 shops’to about 90.

"The group’is’heavily com-
mitted to the black market,
the furiiture “Stores offering
24. months’ credit. The, cloth-
ing shops give;six months. In
spite oftinflatjon“and other’
pressures ' o1 ‘consumer
gpending;,‘busines‘s is hoom-
ing, * "?*‘:" b -

en 56 furni-

d

'
[N v

T ,}‘Se‘érl'et' H

& . . '

In the past five years:the
furniture sales mix!*has
switched from©30% black’ to
| 65%..The clothing chain
makes more than 5% of its

sales to blacks. e
M Sibul.iwiil not give fig-
ures, buth_s,ags;,‘fWe have al-
most trebled last year's pro-,
fit on filrniture. Profits on

clothing have 'also risen.

“We are logking at a bot-
tom litie of 15%,6n turnover.

That igw@éﬁ&'ﬁe are doing
now - ‘.ahoutr’g‘wice the per-
formance  of;:5ome of our
competitors:”:

‘There is; nojsecret about
the good ;performance. The
answer tiesin/the control'of,
credit,i:,@--\‘“ AN

“Thé-qualityof the book is B
what‘matters,” -says Mr’
Sibul:' > oo o

Intiie Beareg'and assoclat-,
ed” furniture’ storés debt
write-offs.are down to 1,3%.
They are'a bit higher in cloth--
ing, but it is more difficult to .
keep--tight control’ in {hat
businessit. T .. -

When*Prefcor.set up joint '
venture company_ FirstPref
with First National Bank last
year; to “adyance - consumer
eredit, marnage. the debtors’

SO

e next two
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By IAN SMITH(30)
we only have to talk to First
Natjonal - Bank,” says MNr
Sibul. “Nine months down the
line everyene is happy about
the way the arrangement is
working.” T

Finaneial director Len
Waldeck says control of the
book is critical.
+"“We must have the right
calibre people. We pay more
than the going rate to hire the
right credit controllers.”

He says credit manage-
ment systems developed
over the years identify the
customers who are regular,
slow or delinquent payers
within threemonths. ',

" «low and delinquent pay-
ers’ accounts are moved to a
separate section where spe- ‘
cial staff chase up payments
without upsetting the cus-
tomers:” e

_The aim is:not to.drive a
customer away: for .good:

The final key factorvis to
adhere to performance mea-
sures, says Mr Waldeck.~
The group looks :forvthe

oy .

.
H

4

[P

. HYMIE SIBUL: On a winner
- same arrears rate Jfrqr%,
white, Asian and.bléc
customers. .. "
“The quality..of oitr, book
was the reason why,we were
able fo"do e aéal” wih
. 'Mr_Sibul -says " the? shee:
stz of the black miarket, wit
“the produicts, of a“baby boom
. generation ‘entering the buy-
.ing phase, will ensure that
consumer ! demand " remaing
g Tl : T ',
“When a black family gets
. a house, the'first iteri'it buys
is- furniture. Blacks go to
great lengths fo add {o their
furniture, Their’ aspirations
in clothing:arg. alzo-high.”
© Mr Sibul'sconfidence in
black "§pending has-encour-
aged the group to open a pilot
shop which sells basie build-

booki ¢ Withiout recourse — xing and do-it-yourself mate-

and finance stocks a ceiling
of ‘R600:million’was- put’on
furniturgicredit.™ [ -

“If:if‘needs to be increased

k)
i,

rials,

HMY
are on a winner here,
says.

instincts tell me we
i he




RG. :
bank, aimed at competing with

nesses, trade and
ganisations, is to be 1aunched
August and is expected to open
for business in Qctober.

The bank is 2 joint venture by Wes-
bank and the Foundation of African
Business and Consumer Services
(Fabcos). It will be headed by Mr Gaby

Magomola, former African Bank chief B

executive and the present chairman of
Fabcos Marketing.

The Fabcos link opens up greal po-
tential business for the bank — from
taxi associations o taverners and sav-
ings organisations.

The 24 000 stokvels affiliated to the
National Stokvels’ Association — @
Fabeos affiliate — are expected 0
channel their R7 billion funds
through the new

National Bank’s new

unger ¢onsifiiction nere. Wesbankisa
wholly—owned subsidiary of FNB.

business

Branches of the néw pank will be set '
up in major centres throughout South
Africa, a move which could sideline
the African Bank which has failed 10
make any impact in jts natural market, ,
the townships.

The new bank will also be & formi-
dable opponent for national hanks op-
erating in the black community.

Wesbank spokesman Mr Neville
watchurst said yesterday that nothing
had been finalised,

and he was not available.

1t is understood, however,
Magomola and two Wesbank officials, ]
Mr Ronnie Watson and Mr Watchurst,
have worked on the project for 14 |
months. \

Sources say the bank’s operations
will aim at using stokvel money and |
plack savings to stimulate entrepre- '
neurship in the townships. The Fab- ‘
cos affiliates, with a membership of
1,3 million, will be the core of the
bank’s client base, while the stokvels
provide the cash to make these loans.

Its main and guaranteed business
will be the funding of blacks to buy
minibus taxis. The SA Black Taxi
Association is Fabcos’s main affiliate
and is solidly pbehind the establish-

ment of the bank.
1 L X
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Business leaders team

to exploit African
opportunities

By TOM HOOD, Business Editor

LEADING businessmen in South Afri-
ca, Germany and England have taken
an equity stake in Lawfin, the low-
profile Cape Town-based financial
gervices group that has been an active
player in the country’s foreign bor-
rowing programme over the past 16
years.

Lawfin has expanded to exploit ex-
citing opportunities now arising in
Southern Africa, says executive chair-
man and major shareholder Mr Law-
rence Miller. who founded the compa-
ny in 1975.

He says the expansion entails the
formation of a group, under the name
of Lawfin International, with offices
in Cape Town, the Channel Isiands
and London.

This also involves a select few Eu-
ropean businessmen as shareholders
and consultants, extending the compa-
ny's international network and skills.

A permanent London office will be
opened by the South African Ambas-
sador, Mr Kent Durr, on July 3.

“FI$ Corporate Services will have
15 percent and other local sharehold-
ers 5 percent of Lawfin International,
with foreign shareholders gradually
increasing their interest from 14 per-
cent to 25 percent,” said Mr Miller to-

ay.

The South African non-executive di-
rectors are Mr Jeff Leibesmat, chair-
man of FSI, Mr Howard Mauerberger,
chairman of Bergers Group, and Mr
Barney Hurwitz, chairman of Clinic
Holdings.

The managing director, based in
Cape Town, is Mr Nigel Palmer,
whose 16 years in international bank-
ing and treasury experience in Lon-
don included spells at Morgon Gren-
fell, EBC Amro Bank and Arab
Banking Coprporation.

“Our focus will be ot sourcing and
negotiating new foreign loan and
trade finance for Southern African

OXN
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porrowers and exporters, structuring
and advising on longer term interest
and cross currency swap transactions,
identifying investment and joint ven-
ture opportunities in South Africa,
and foreign debt standstill advice and
trade,” said My Palmer.

Mr Miller, who estimated Lawfin
was instrumental in initiating up to 10
percent of South Africa’s medium-
term {nternational porrowing by the
mid-1980’s, said political develop-
menis were helping in reopening the
international financial markets to
South Africa.

«1 felt the best way to capitalise on
the international contacts and skills
enjoyed by Lawfin was for me to dis-
pose of up to 45 percent of Lawfin's
equity to 2 few significant, strategi-
cally located investors who would
support their stockholding with long-
term loans and new business.”

As a result foreign directors are Mr
Roland Berger, chairman of a leading
German management consultancy,
Mr Adolf Kracht, retired partner of a
German private bank, Mr Manfred
Sadlowski, chief executive of Monch
publishing Eroup Dr Dieter Schulz,
German partner of the Euram inter-
national group of management con-
sultants, Mr Michael Comninos, re-
cently retired director of
Rothschild & Sons, Mr Robin Bigland,
managing director of Iste of Man As-
surance, Mr Alfred Legner, senior
partner of Lecham Partnership, inter-
national corporate finance specialists
in London and Mr Shlomo Grofman,
chief executive of Africa-Israel In-
vestments, one of Tsrael’s major listed
companies.

London-based executive consultants
are Mr David Hilbery, until recently
chief executive of the consortium
bank, Internatial Commercial Bank,
and Mr Brian Piercy, who had 40
years with National Westminster

Bank.




JOHANNESBURG. —
People in record num-

their bills, while oth-
ers are engaged in de-
frauding or stealing
from their employers
and the public.

This emerges from a
survey hy Kreditinform
of the current state of
consumer debt and the
crime rate in today's cli-
mate of sharply rising
1 unemployment and
growing financial hard-
ship.

Mr Ivor Jones, man-
aging director of Kredi-
tinform, said that in
March alone debt judg-
ments against consum-
ers reached a record
R180 million, a figure he
believed seriously un-
derstated the real posi-
tion.

Companies were tak-
ing a tougher line with
defaulting customers, he
said.

They were suing for

W%theﬁ 511

bers are not paying

debt or calling in sure-
ties where previously
they would have written
off an unpaid amount.

But they were still not
taking all their debtors
to court, with about 25
percent probably not be-
ing sued.

Businesses themselves
were increasingly get-
ting into debt. Judg-
ments against firms
were running at record
levels, amounting to
R24,7 million in March
— half as much again as
in March last year.

Mr Jones said the
problem was that firms
gave too much credit
without investigating
the debtor’s ability to
pay.

Also companies often
sought growth by ex-
tending credit and then
mismanaging the repay-
ment procedures.

He expected the num-
ber of consumer and
company debt judg-
ments to rise in the
coming months,
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Retailers and whole-
salers were suffering
from high stock levels
owing to diminished
sales on the one hand,
and a reduced cash flow
on the other.

This led them to make
slow payments or no
payment at all,

In turn, this put in-
{ense pressure on manu-
facturers, faced with
lower orders, reduced
cash flow and increased
bad debts.

Businesses in this situ-
ation needed to take re-
medial action before |
their situation further
deteriorated.

Mr Jones said firms
should identify their fi-
nancially stronger cus-
tomers and be prepared
to give them extended
credit, while being care-
ful about deing business
with weaker customers.

He said there were
signs of an increase in
the amount of fraud be-
ing perpetrated and also
in straight theft, but no
statistics were avail-
able,

This view was con- |
firmed recently by Mr
Raymond Ackerman,
chairman of Pick 'n
Pay, when he told share-
holders that crime was
on the increase.

One reason the giant
food retailer did not
meet its profit forecsast
for 1990-81 was the in-
creased rate of shrink-
age — a word used in
the trade to account for
the disappearance of
goods from the shop
floor.

He said shrinkage was
higher in terms of sales
because of an increase
in the general crime
rate countrywide and
the fact that in some ar-
eas the company’s sys-
tems were not adhered
to as closely as they
should have been.




Small business feels

JEAN LE MAY

Weekend Argus Correspondent

BIG business, trade unions and the bu-
reaucracy combine tunefully in the
chorus of praise and encouragement
for the informal sector.

However, a Weekend Argus inquiry
this week found there are times when
the chorus changes its tune to lip ser-
vice.

This is most obvious in the activi-
ties of the industrial councils which
have the power to exempi applicants
from paying wages and observing oth-
er conditions negotiated under the La-
hour Relations Act.

But they are known to have refused
exemptions arbitrarily — in spite of

leas from Manpower Minister Mr El
Wonﬂ for leniency towards small busi-
ness.

The radical trade unions, who are
often part of the picture, are ambiva-
lent about small business: they want
more people to be employed — but
object to exemptions for fear of ex-
ploitation.

So they support employers in coun-
¢il decisions to refuse exemptions,
leaving the small businessman in the
middle.

The Small Business Development
Corporation (SBDC) has in fact
claimed that an industrial council is
undermining its work.

One small businessman, Mr Abra-
ham Adamson of A & A Motors in

Athlone, ventured too far on to the
dangerous ground hetween the bu-
reaucracy, the trade unions and vest-
ed interests.

He now stands to lose his business
— which means that his seven work-
ers will lose their jobs.

“All I was trying to do was make a
decent living for my family,” he said.

This is what happened. In 1888 Mr
Adamson, now 51, was retrenched by
a Cape Town electronics company,

He started a back-yard motor
spares and repairs business at his
home in Heideveld.

“But there were objections to the
noise and I had to move to a shop in
Virgo Centre, Athlone, where 1 pay
rent of R1 250 a month,” he said.

“I explained to my workers when I
hired them that I couldn't pay high
wages and they accepted it just to
have jobs,” he went on. “But I do my
best. One of my workers, an untrained
man from Transkei, is earning R200 a
week.”

By the end of last year Mr Adam-
son was employing 14 people and had
an average annual turnover of
R12000 to R17 000 a year.

Then trouble struck. Two of his
workers — both night watchmen —
complained to the Transport and Gen-
eral Workers’ Union that he was un-
der-paying them.

“The problem was with overtime,”
said Mr Adamson.

The union reported this to the West-

edge.

Smaill Business Seminars in

This practical 3-evening course is aimed at enterprising people
Wwho are keen to start their own business and make their mark
in the competitive business world.

it will focus on the basics of owning and successfully managing

a busness, identifying objectives and developing the best pos-
sible strategy to ensure success and mantan a competitive

it is open to all interested persons and no specific qualification
is needed as the course will concentrate on providing an insight
intc the complex, but exciting worild of business,

Date of course: 22, 23 & 24 Jjuly 1991, from 1800 to 21 Q0.

Vvenue: Holiday Inn, Wogdstack Course feg: R150 per persgn

Red tape ‘&
may force
entrepeneur

to close shop

ern Cape region of the National
Industrial Council for the Motor
Industry (NICMI).

“Somebody” from the council
telephoned Mr Adamson, he said,
and dernanded “about R3 080" in
back wmw for the two werkers be-
fore the end of December, 1990: if
he did not pay he would be taken
to court.

“They said I should have paid
higher wages plus overtime and
that I must pay all sorts of other
things as well, levies and pension
funds and so on,” he said.

“I'm struggling to survive. [ got
rid of seven workers because of
the uncertainty.”

Mr Adamson went to the SBDC
for advice. The SBDC referred
him to one of its consultants, who
set up a simpie book-keeping sys-
tem for him.

the squeeze

Reg 24{elA8

Advocate Johan Naude, a
WWEE. manager of the SBDC, .

en applied to the Western Cape
region of the Industrial Council
for the Motor Industry (NICMI)
on Mr Adamson’s behalf for ex-
emption from certain require-
ments of the Lahour Relations
Act.

This exemption enables small
business people to run their af-
fairs without having to pay
wages laid down in negotiated
agreements and without compli-
cated and expensive red tape.

The exemption was refused.
The SBDC then appealed to the
head office of the NICMI in Jo-
hanneshurg against the refusal;
the appeal is still pending.

At the same time, Mr Naude
asked the Cape council to hold
back the summons until the ap-

eal procedure was completed.
he council refused.

In March this year, summons
was issued by the NICMI and lat-
er judgment taken for the sum of
R3 242,66. On June 19 the deputy
sheriff rernoved 20 gearboxes and
other assets from Mr Adamson’s
shop for sale in execution.

The SBDC is frustrated by the
actions of the council.

Py
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. “The Department of Manpower
is relying on industrial councils
to accommodate small business,”
said Mr Naude.

“Moreover the Minister has in-
structed the National Manpower
Commisston to investigate the ac-
commedation of small business in
terms of lahour legislation.

“But no attemnpt was made by
the Industrial Council to bring to-
gether the parties in order to
reach a settlement. Instead, they
threw the book at Mr Adamson.

‘“The council took a totally dog-
matic attitude. A & A Motors is
one of the companies which
should be considered for certain
exemptions. The whole object is
to deregulate smail business, to
bolster the economy and create
employment.”

Weekend Argus asked the Min-
ister of Manpower, Mr Eli Louw,
for comment. He confirmed
through his liaison officer, Mr Jo-
han Muller, that the report of the
investigating committee was be-
ing studied.

Mr Louw visited industrial
councils throughont the country
and appealed to them to be ac-
commodating and lenient to
small business, said Mr Muller.

UNDER PRESSURE:
Small businessman
Mr Abraham Adam-
son. Red tape could
strangle his thriving
motor repair busi-
ness which he start-
ed from his back-
yard in 1988 when
he was retrenched
from an electronics
company.
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West Rand Burean
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Krugersdorp Shopkeepers,
are waiting to see if busi-
ness will improve after the
Traders in Crisis Committee
made an urgent appeal to
temporarily halt the boy-
cott. .

All, shopkeepers in Krugers-
dorp have .suffered tremendous
losses after a deeision by the
Boycott CGommittee more thah a
month ago that no black trade
would be tolerated in the CP-
controlied town.

A'large percentage of the
traders affected by the boycott
have been Indian husinessmen

7 the same men who provided
food«and shelter to hundreds of
I;efugees following -the Swanie-
yille squatter massacre early in
May. v

These men say that their
business has fallen by up to
0 percent.

At the start of the boycott a
Traders in Crms Committee

was formed to try to find solu-
tions to the demands made by
the boyeott committee: -

Last Monday a meeting was
arranged by the West Rand
Chamber of Business. Represen-
tatives of various parties were
there excefit, apparently, mem-
bers of the ANC, Inkatha and
the Boycott Committee. :

One of-the decisions taken at
this closed meeting twas that the
committee, would be.ap-
proached and asked to halt the
boycott this past weekend so
that a solution to as many of the
demands as possible-could be
found. . . .

“We are praying for an end to
the boycott. I will have to close
‘up shop if this‘carries on, I have
not opened ray till now for sey-
eral days and we have lost end—
of-month trading,

“A number of us ‘who have
been in Krugersdorp for years
don’t know. how we are going to
meet our own financial de-
mands,” one trader: who did not
«want to be identiﬁed, said.

*
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in‘a transaction worth R18rnil-
lion, control of the Storeco group
of ‘companies has passed to joint
nidnaging directors, Stewart
Cohén and Laurie Chiappini.

According to an announcement
released yesterday, this puts a
price of K12 a share on Storeco,
the.pyramid company, and R6 a
share on Specialty, the operating
company which controls retail
chains Milady’s, The Hub, Mr
Price and Footgear.

In yesterday’s transaction Mr
Cohen and Mr Chiappini are buy-
ing 1539'243 Storeco shares at
R12 from-the Board of Executors
group (BoE) and so raising their
effective stake in the controlling

percent,
Because this results in a
change of control, an offer at

U
1

k

company from 20,5 percent to 50

. R3,8 miltion to, R22.4 million,—j

18-m deah%
the same price will be extended
to minority shareholders in Jgioth,
Storeco and Specialty. %

Qver the past five years Spe-j
cialty has achieved a 41 pexcent
compound growth in attribu%?ﬂe;
income, [§

The Specialty annual repof{¥e-
leased yesterday shows that in
the past five years the number. of
stores in the group has incradsed
from 118 to 171, sales have grown
at & compound rate of 25 percenty;
since 1986 to R246 million and the
group now has 428 500 account §
Customers.

Mr Cohen noted that not only
has the group grown in size, it
has also improved its profitabil-
ity and since 1986 pre-tax prof-
its have increased at a compound:
growth” raté of 42 percent from

Sapa. . .
Lo
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off R18

By TOM HOOD, Business Editos r

TWO of Cape Town's best-known re-

tailers, Mr Stewart Cohen and Mr
Laurie Chiappini, have pulled off a
coup by gaining control of the Storeco
group of retail companies through an
R18 million deal.

They bought 1,5 million Storeco
shares at RiZ from The Board Of Ex-
ecutors and raised their stake in.the
controlling company from 20,5 to 50
percent.

“We arranged a bridging finance fa-
cility and we will hold the bulk of the
stock. ourselves. Our intention is to
bring in management and increase its
stake considerably,” said Mr Cohen
today.

“Jt'is not a leveraged deal and the
borrowings will be quite manageable.
We ‘already have a significant stake
that‘was not leveraged.

“Employees are excited about this
and everybody wants to make this
group into the best retail group in the
country. We want to move from a

green cliip to a blue chip.”

Bofil men, joint managing directors,
are 45"and live in Cape Town. They
linkéd up when they took control of
the John Orr retail group in 1986 for

R14 million in partnership with The

e Town two pull
million coup

|6l

Board of Executors.

Since they took over, Specialty
achieved a 41 percent compound
growth in net profit.

The number of stores has jumped
from 118 to 171 with a gross trading
area of 73 000 square metres.

Sales have grown by a compound 25
percent to R246 million and the group
now has 428 500 account customers.

Storeco owns the Milady, Hub, Mr
Price and Footgear chains.

Mr Cohen is a former managing di-
rector of the Grand Bazaars and Ack-
ermans groups. Mr Chiappini hegan
business life with the famous Harrods
store in London, and studied retailing
at London University.

The managing directors say in their
annual report today the group is
poised to benefit from the next up-
ward phase of the business cycie.

To achieve further growth they aim
to expand the cash retailing arm rap-
idly and increase operating profit
margins of the credit chains through
improved merchandised productivity.

Future growth is expected to be
funded intertnally, they say.’

@ Minority shareholders are to be
offered R12 for each of their Storeco
shares.
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Plans for small business

¥
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By JACQUELYN SWARTZ
taff Reporter , .’

]

PLANS aré i the pipeliny~7

“?fbqil‘!;é.‘.ﬂﬂﬂz-h“ﬁness outlets on’;

the “Dremis: 5:0f Bilvertree -
Community Welfare Centre in

anenberg, .

“We have decided to embark .
upon what one could call a cop: .
tribution to the immediate -
needs of the new South Africa”

said-director Mr Frank Gutuza,
. “With this in mind. we have
identified two key areas — the
question of joh creation and

that of the housing problem.” ' -

Business outlets will be built *
into the back of agrandstand
plannegi ‘fgrﬁ the, sportsfields.

. “We:hdve made contact with‘\

‘the’Small ‘Bsiness Develop- g
] hey.aré

rhi

- ARG 2k
Jusiness potentia

He said the outlets would be
rented, o

“Whatever business is gener-
ated will be ploughed back into
the community,” he said,

“We've got the SBDC inter-
ested and if it turns out to be a
proposition I'm anticipating
they will become involved
from a business point of view.”

Plans have already been
drawn up by architects,

The housing problem will be
tackled by workshops offering
courses in building methods,

The centre also plans a
greening project around the
centre and in front of the mai.
sonettes opposite the building,

Mr Gutuza said he hoped to
involve the Fairest Cape Asso-
ciation :and :the municipality in
this project, - e

_dding+a feasibility study-on the' ¢
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SPECIALTY STORES b4}
TIGHTER CONTROLS G2

Specialty has made a good recovery since a
joint consortium of the present MDs, Laurie
Chiappini and Stewart Cohen, and the
Board of Executors (BoE) took over the old
John Orr’s in 1986. Pre-tax profits have
grown at a compound rate of 41% over the
period, and even when the 1989 rights issue
is taken into account, EPS has grown by
29%.

This year was certainly tougher, and at-
tributable earnings were up by 19%, though
EPS rose by only 7% on the fully diluted
number of shares. A key consideration for
this retailer continues to be the need to
maintain a high quality book. The account
base has more than doubled over five years,
but since December, tighter controls have
been introduced to avoid a potential explo-
sion of bad debt. In common with other
credit chains, Specialty is talking to financial

Ewr wiela\ Go)

Activitiest Operates 171 speciaity and off-price
stores.

Control: L Chiappini and S Cohen hold 50% of
Storeco, which owns 63,2% of Spacially.
Choirman: N A Labuschagne; Joint MDs: L
Chiappini and S Cohen.

Capital structure: 16,5m ords. Market capital-
isation: R98m., .

Share markel: Prico: 600¢. Yields: 12,6% on
dividend: 4,6% on earnings; p:e ratio, 8,0;
cover, 2,7. 12-month high, 650¢; low, 400¢.
Trading volume last quarter, 63 000 shares.
Yeor to Feb ‘88 89 %0 N

ST debt (RM) ......... 16,8 17,7 22,1 30,2
LT debt Bm} .ooveeee — - 07 0.7
Debtiequity ratio ..... 051 046 0356 045
Shareholders’ interest 0,46 044 048 047
Int & leasing cover . 4,6 58 63 4.4
Return on cap (%} .. 164 193 180 193
Tumover (Rm} ........ 118 137 188 246
Pre-int proft (Rm) ... 114 16,1 224 277
Pre-int margin (%) .. 97 118 127' 113
Earnings {6} «eeeeenenis 465 634 703 751
Dividends (&) ......oe. 176 240 250 275
Net worth {0} ......... 297 345 383 41

-

The bad debt provision was increased by
50%.

Specialty is increasing its exposure to cash
businesses; 17 new cash stores will open this
financial year. The Mr Price’s Factory Shop
discount chain provided the best returns on
investment in the group.

. Specialty will concentrate on improving
the operating margins of its credit chains —
Milady’s and The Hub — by increased
throughput of merchandise through each

-outlet. Management is expecting returns
from the group’s investment in computer
systems to start taking place this year. The
Milady’s flagship at 380 West Street, Dur-
ban, opened during the year, which alone
added almost a tenth to Milady's fleor space
and projected sales. Milady’s stores will open
two or three stores and expand five branches;

2 3000 m?* Hub will open in Chatsworth.

Chairman Nic Labuschagne says the
group is budgeting for an increase in earn-
ings in the year ahead which will no longer
be distorted at the per share level by the
recent rights issue.

At the beginning of June, Chiappini and
Cohen acquired 1,5m shares in pyramid
Storeco from the BoE. Cohen explains that
when the BoE Merchant Bank was created,
BoE’s board méade a strategic decision to
concentrate on financial services. The joint
MDs obtained bridging finance from a mer-
chant bank, and they plan to sell on some of
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! institutions about the financing of its book.

COMPANIES £ \u\ 1o\

Specialty’s Labuschagne .. budgeting
Jor higher earnings

the shares to other Specialty managers. The
ownership base of the company has broad-
F"e‘_j! with some of the BoE stake bought by
institutions and pension funds. Cohen ex-
pects the share to become more tradeable in
the future.

The share, at 600c, is just short of its 12-
month high of 650c. It is trading on a p:e of
8, well below the sector average of 18,8. The
group ljas performed almost as well as its
competitors, which stand on earnings multi-

ples of 18 or more. There are promising

growth possibilitics, and there appear to be
grounds for a rerating, though there is little

tradeability in the share. Stephen Cranston
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PEPKOR Baa \ulllal
ACQUISITIVE YEAR

Actlvities: Holds 94 9% of Pep Limited and 80%
of Shoprite.

Contrel: Pepgrow holds control.

Chuirman: CH Wiese; MD: JA Louw.
Capital structure: 71, 7m ords. Market capital-
isation: R9E5m.

Share market: Price: 8 250¢. Yields: 2,6% on
dividend; 8,2% on earnings; p:e ratio, 12,2;
cover, 3,2. .12-month high, 8 500¢c; low,
4 400c. Trading volume last quarter, 50 000

shares.

Year to Feb ‘88 ‘8% 90 N
ST debt (Rm) ..ooveee 14,3 12,7 7.3 64,5
LT debt {Rm) ......... — 7.0 5.8 b4
Debt:equity ratio ..... n/a n/a n/a nfa
Shareholders’ interest 0,45 045 043 0,35
Int & leasing cover . 4,4 120 14,3 803
Return on cap (%) .. 12,9 184 178 178
Turnover IRmM} ... 094 119 1,48 1,96
Pre-int profit {Am} ... 65,2 102,7 119,2 1495
Pre-int margin (%} .. 69 86 80 7.6
Earnings (¢} .. 370 497 580 679
Dividends {c) . 130 t6B 185 212
Net worth (g} ......... 1037 1272 1623 1856

After the potentially disastrous 1986 (forex
losses then amounted to about R100m), a
plan was needed to pull the debt-ridden
group back on track. Management devised a
plan which was structured, focused and long-
term. The group has undergone a startling

_ transformation since chairman Christo

Wiese and his management team started
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COMPANIES

implementing this strategy.

Pepkor’s largest problem — gearing and
the associated cost of borrowings — was
eliminated in 1988, when a rights issue was
floated and the non-core businesses sold off.
Until the 1991 financial year, Wiese has
been faced with the problem of how best to
invest R100m surplus cash.

During 1990 a new corporate division, Pep
Ltd (previously Pep Stores), was created to
include all clothing activities in Pep Stores
Ackermans and Pep Manufacturing. The
food division remains listed as Shoprite.

In the 1991 financial year, Pep Ltd (Pep-
lim) lifted turnover by 24% and operating
profit by 26%. The number of outlets, includ-
ing associate companies, increased to 921
from 853. Shoprite increased its turnover by
55%, due to the inclusion of 27 Grand Super-
markets which it bought for R18,6m. Con-
version of these stores to the Shoprite style,
together with what Wiese calls a “disturbing
development” — the sharp rise in stock
losses which point to large-scale organised
theft — marginally reduced Shoprite’s EPS.

For retailers, 1991 was a difficult year,
irrespective of which segment of the market
was targeted. In the circumstances, the
group did not do badly to increase turnover
by 32% and operating profit by 25%. Had it
not been for the increase in the effective tax
rate to 42% (where it is expected to stabilise)
from 35%, EPS growth would have been
greater than the actual 17%.

Two aspects of the baiance sheet deserve
comment. First, strong cash flow has led to 2
year-end cash balance of R193m. During the
year, R63,8m was borrowed, essentially to
finance the increase to 94% from 89% of the
sharehelding in Peplim. Cash on hand im-
proved by a net R94m. Secondly, R46,4m
was raised by issue of variable rate redeem-
able cumulative prefs, of which the last will
be redeemed in June 1995.

Evn Wlulay (zo)
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Tradegro subsidiary Metro for about R13m;
47% of the 151-outlet credit clothing retailer
Smart Centre from Tradegro for R31m (this
holding has been increased to 55% for an
additionz]l R5m); and the 200-store Harties
chain for R18,6m, from Hicor. Acquisitions
this year have so far cost Pepkor R67,6m, for
an additional 393 stores.

Pepkor, like the retail sector as a whole,
has undergone a considerable rerating. A
year ago the dividend yield was 4,1%; it is
now 2,6%, on a maintained cover. The earn-
ings multiple has risen from 7,8 to 12,2,

Wiese is not specific about earnings pros-
pects for fiscal 1992 but his stated aim is to
maintain real growth in dividends. There will
be a dilution in EPS on conversion this year
of the 3,3m convertible debentures and the
convertible prefs. Wiese is optimistic that,
even after the conversion, there will be real
growth in EPS — assuming there are “nor-
mal” trading conditions for the rest of the
year.

Of the other six major retailing groups in
the country, only OK Bazaars has a lower
rating than Pep, With the latest acquisitions,
the group has a lot to digest. But the long-
term potential, and the performance over the
past five years, lead to the conclusion that
Pepkor is still underrated. Gerald Hirshon

Since year-end, Peplim has acquired: the
42-outlet Frasers mine stores chain from

Pepkor’'s Wilese ... buying up more
stores
e |
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OK BAZAARS
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RETURNS STILL LAGGING

Activities: Operates 209 department stores
and hyperstores in SA and the neighbouring
states,

Control: 54 Breweries 69%.

Chairman: J M Kahn: pp: G W Hood.
Capital structure: 72,4m ords. Market capital-
isation: R167m.

Share market: Price: 1 350c. Yields: 4,7% on
dividend; 8,9% on earmings; pre ratio, 11,2:
cover, 1,8. 12-month fiigh, 1875¢c; fow,
1 300c¢. Trading volume jast quarter, 163 000

shares.

Year 10 Mar ‘8B 89 9 9
ST debt (Rm) ......... 136 124 194 221
LT debt (Rm) . ....... 85 53 46 39
Debt:equity ratio ..... 049 040 085 0,69
Shareholders’ interast 0.37 034 029 0,26
Int & leasing cover | 34 26 1.9 1,5
Return on cap (%) .. 5.4 6,1 5,5 4,2
Turnaver {Rbn) ...... 312 37 42 4,8
Pre-int profit (Rm) ... 53,6 67,2 684 57,9
Pre-int margin (%} . 1,7 1.8 1,6 1,2
Earnings (e} ... ....... 162 195 183 120
Dwvidends (c) .......... 83 103 86 63
Net worth {c) e, 2865 2057 2 770 2784

The extent to which external circumstances,
rather than internal problems, led to OK
Bazaars’ 26% decline in attributable earn-
ings is a matter for debate. Whereas clothing
retailers have generally had a good year,
some groups which are predominantly food
retailers have suffered. QK Bazaars’ result
does not look that bad when compared with
losses reported by Checkers at the December
interim, and by Score Foods’ retail interests
at their February year-end.

The stock market is still not showing much
enthusiasm for the share. At 11,2, the earn-
ings multiple is well below the 18,8 average
for the sector. What is more indicative of the
share’s rating, is that most stocks in the
sector trade well above NAV; OK Bazaarg’
price is less than half the NAV. Every so
often there is a reassessment of the share,
which rose to 2 200¢ in early 1990 — but
then the group spoils the excitement by pro-
ducing vet another poor result,

There was at least one welcome feature of
the latest figures, and that was the improve-
ment in cash flow. [t may indicate that MD
Gordon Hood and financial director Brian
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OK Buzaars’ Hood . closing

Stores

Borcherds are coming to grips with the work-
ing capital position, Working capital fel] by
R39m, after rising by R63m in 1990, Net
cash retained wag up from about R9m to
R87m,

their turnover exceeded R1bn last year. A
new Hyperama will open in Kempton Park
this year, and it’s hoped that much of the
sales lost in the store closures will be recov-
ered by Hyperama openings.

In due course, argues Hood, the number of
good stores will far outweigh the number of
bad stores.

Hood has earned credit for taking action
to improve the stores, but the group is still
providing exceptionally low returns, Accord-
ing to the FAMs calcuiations, the return on
total assets is now 4,2%, and the return on
equity is only 4,3%.

For investors, the group’s principal attrac-
tion has been its generous dividend pay-
ments, which normally absorb haif of earn-
ings, But earnings and dividends have fallen
s0 sharply that the dividend yield is now
4,7%, whereas for much of the past few years
it was around 8%. Analysts do not rule oyt
the possibility that there will be another
speculative run on the share, and this seems
the only reason to consider buying. It is
difficult to see any attractions on the funda-

mentals, Stephen Cranston

But the group is still burdened with a high
interest bill, which, at R38,4m, absorbed
two-thirds of operating income, Creditors
and provisions increased by 22%, compared
with a 19% increase in debtors, effectively
meaning that the group s being financed to a
greater extent by its suppliers,

Poor operating performance

The biggest disappointment, however, re-
mains the performance at operating level,
The operating margin, at 1,2, is about half
that of Pick 'n Pay, even though 42% of QK
Bazaars’ sales are in the higher margin non-
food sectors, Its annua] sales/m?, at R5 530,
would be acceptable for a fashion retailer
such as Foschini or Truworths but compare
poorly with Pick n Pay’s R15 000/m?, and
even Woolworths’ RS 700/m?,

External circumstances did play a part in
the group’s performance, It claims to have
been hit harder by political volatility than its
competitors, as it is more exposed to the
black market. But for years the OK has been
accused of chasing tyrnover and market
share, rather than being bottom-line driven, |
This, it is argued, has led to an accumnulation
of problems. Now there are signs that the
required action is taking piace. Nine stores,
which had a turnover of R200m in 1990,
Wwere closed. These stores were not contribut-
ing to the bottom line, and there was ng
prospect of upgrading them,

The Hyperamas remain star performers,
though no separate figures are available for
the division. It was revealed, however, that




SAFICON Fw jeld
SUPPLY SHORTAGE

Motor vehicle distributor Saficon fell well
short of its original EPS forecast of 149¢ for
the 1991 year, and was even short of its
revised forecast of 70c made at the interim
. stage. Moreover, dividend payments may be
skimpy for the next few years — dividend
cover will be maintained at four times.

EPS fell by 65% in the first half and by
63% in the second half, to total a massive
64%. The interest bill increased through the
year, though in the second half it rose by 24%
after rising by 48% in the first half. Gearing
at year-end remained roughly static at 0,50.

The main operating companies, Mercedes-
Benz dealer Cargo Group and Yolkswagen
dealer Lindsay Saker, were affected by
strikes at both those manufacturers. Turn-
over fell by 5%; unit sales of passenger cars
fell by 17,4% and commercial vehicle sales
by 18,1%, compared with national declines
of 5,2% and 7,1% respectively. This was a
recovery from the first half, during which
supplies were completely cut off in late
Aquust and September, and turnover fell by
16%.

Chairman Sidney Borsook, however, says
gross margins have been improved, as vehicle
shortages reduced previous over-supplies in
the market in which Saficon operates. The
relative contribution of parts and services,
which enjoy a higher margin than new
vehicles, increased. But CE Kurt Hipper
says little could be done about Saficon’s high
fixed costs in salaries and rentals, which
would have meant disposing of part of the
infrastructure of dealerships.

The contribution from 37%-owned Bou-
mat was a mere R633 000, less than a tenth
of 1990s contributions (R6,6m). Saficon’s
operating profit feil by 32%, though attribut-
able earnings fell by 60% — thanks to the
Boumat collapse, a 33% increase in interest
paid and a rise in the tax rate from 50,8% to
51,7%.

On historical earnings, Saficon’s share, at
R6, trades on a demanding pi¢ of 11,3. How-
ever, Hipper predicts EPS of 95¢ in 1992,
just 3¢ ahead of 1988 earnings. If there is 0o
repetition of last year’s strikes, that figure
looks attainable, though it is hardly exciting.

Stephen Cranston




BOYMANS ‘Fw\ \\_\_\B\o“ _
OVER THE WORST? (39)

The policy of trading out of the liquidity
problems is reflected in the omission of any
dividend, but at least the downward trend in
earnings has been halted. Chairman Eric
Ellerine says that annualised turnover grew
15,4% and unannualised operating profit by
10,7%. Trading conditions were tough, but a
stock reduction programme managed to cut
stocks from R41,2m to R37,6m.

A high interest burden trimmed growth in
pre-tax profit to only 1%; but considering
that at half-time interim earnings were
sharply down, and the group then seemed to
be hoping for annual earnings of only about
17,5¢ a share, even this is good going, and

m
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Activities: Operates 54 tevisons, John Scott,
Deans, Cyrils, Woolfsons, and John Orr's
family clothing stores.

Control: Directors 46%.

Chairmen: £ Ellerine; Joint MD: A Brodkin, H
Regenbaum.

Capital structure: 10,75m ords. Market cap-
italisation: R14,5m.,

Share murket: Prico: 135¢. 12-month high,
1455; low, 130c. Trading volume last quarter,
2 000 shares.

Yeur to Feb *87 *'88 {89 0
ST debt (Rm) ......... 5,7 2,2 74 161
LT debt Rm) ......... 133 21,7 328 293
Debtaquity ratio ..... 0,82 0,93 1.5 1.6
Sharsholders’ interest 0,31 0,29 0,27 0,25

Int & leasing cover . 1.5 3.1 1,6 1.5

Return on cap (%) .. 9,1 12,0 1256 130
Turnover (Rm} ........ 92 132 188 190
Pre-int profit (Rm} ... 65 103 122 14,2
Pre-int margin (%6} .. 7.1 7.8 6.5 7.5
Earnings (c) .......... 355 384 231 235
Dwidends (c) ... 10 13 6,6 —
Net worth {c} 203 229 245 257

* Year to December 31.
T 14-menth period,

suggests a substantial second-half rally.

Closing six stores helped limit the growth
in borrowings to 8,9%. Long-term loans were
actually cut from R32,8m to R29,3m, but
overdrafis soared, from R7,4m to R16,1m,

This seems to be the obverse of a leap in
debtors, from R41,8m to R35,5m. Financial
director John Connaway says this in turn
reflects partly a switch in sales mix from
cash to credit, and partly a slowing down in
collections in January-February. Collections
have since impraved, though not back to
year-ago levels, and overdrafts are still at
much the same levels. He is confident that
bad debt provisions, which are way in excess
of current write-offs, will be adequate.

Tackling overheads

Management is exploring more ways of
containing overheads and, though conditions
remain difficult, is budgeting for increased
earnings this year. This sounds promising,
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but what is really needed is not just to
contain borrowings, but actually to get ther
down. Despite last year’s efforts, financial
ratios still show little improvement, though
Connaway hopes for progress this year.

In contrast to the company’s fluctuating
fortunes, the share price has hardly budged
over the past year. A resumption of dividends
may still be some way off, but if earnings
performance is indeed over the worst, at least
there should now be little downside.

Michael Coulson
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BULLISH ON SALE

Activities: Retails food and household products
through supermarkets.

Control: Pepkor 79,4%.

Chairman; € H Wiese; MD: W Basson.
Capital structure: 29,6m ords. Market capital-
isatiom: R136m.

$hare murkel: Price: 460c. Yields: 2,9% on
dividend: 5,3% on earnings; p:e ratio, 16,9;
cover, 2,0. 12-month high, 460¢; low, 210c.
Trading volume last quarter, 95 000 shares.
Year to Feb ‘88 ‘89 "9 N

@

ST debt (Rm) .oveeeee 0.3 0.3 1.5 10,6
LT debt RM) cocccons.  — — T
Debt:equity ratio ... n/a nfa nja 012

Shareholders’ interest 0,22 020 018 012
Int & leasing cover . 7.0 56 49 31
Return on cap {%) .. 130 125 11,6 7.0

Turnover (AM) ... 246 351 471 732
Pre-int profit (Rrmt ... 78 105 13,0 12,6
Pre-int margin (%) .. 3.2 30 28 1,7
Earnings (&) -..oennnn 17,3 232 275 272
Dividends e} .. . 80 100 120 135

575 683 748

Net worth (€} woeeennd

On the face of it, the pronounced deteriora-
tion in Shoprite’s financial ratios must be
cause for concern. But there are also grounds
for arguing that the group is addressing its
problems and the share should be bought.

The deterioration is primarily a result of
the Grand Supermarkets acquisition and an
inordinately high incidence of theft that ac-
companied that purchase. Ina deal involving
little goodwill, Grand, with its 27 stores, was
bought for R18,6m last July. This price
included fixtures and fittings but not liabili-
ties and stock. It was financed entirely from
internal resources; creditors largely funded
the purchase of stock, which involved about
R35m.

Motivations for the deal included increas-
ing the scope of Shoprite’s operations and,
particularly, expanding its geographical dis-
tribution. Management also hoped {optimis-
tically) to increase market share without
sacrificing margin. Because of site duplica-
tion and marginal trading, five Grand outlets
were closed, others were changed to trade as
Shoprite and two remain Grand Supermar-
kets. Shoprite now has 74 outlets.
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With overdraft funding rising to R10,6m,
this was the first time the group has complet-
ed a year with net borrowings, though these
were only R2,6m. Not only is this relatively
trivial, but MD Wellwood Basson is confi-
dent gearing will revert to former levels dur-
ing this financial year.

The shareholders’ interest was eroded as a
result of the Grand acquisition, though this
was more because shareholders’ funds did
not prow as rapidly as capital employed.
Similarly, the enlarged asset base rather
than lower profit was largely responsible for
the slump in return on capital.

Basson makes the point that, had the un-
expectedly large theft been minimised, pre-
interest profit would have grown respectably
instead of falling. This year, says chairman
Christo Wiese, “an extensive programme of
management systems and control measures”
is in place to avoid a repetition of this.

In short, the weakening of the financial
ratios should be arrested during the current
year, Shoprite is today a major supermarket
chain, 2s is underlined by Wiese's prediction
that in the 1992 financial year turnover wiil
reach R1,1bn — an increase of 50%. The
Grand deal took effect on August 20, about
six months before year-end, but turnover
grew last year by 55% to R732m. Wiese is
also forecasting real growth in EPS in the
1992 year.
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At worst, with the margin remaining as
low this year as it was last financial year
(1,7%), and an effective tax rate of 38%,

0
//

% U |
| hiimy

aftributable earnings could reach R12m, an
improvement of 50%. Should the margin rise
to, say, 2%, attributable earnings could rise
by 74%.

This obviously assumes that consumer de-
mand continues to hold up and Wiese’s sales
forecast proves correct — which could be a
big assumption to make at this stage of a
recession. Still, the short-term potential is
such that the share looks attractive even
though the price has more than doubled over
the past 12 months. Gerald Hirshon
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MAIL ORDER MASTERS

Muashold is moking 2 name for itself for
consistently outstanding EPS growth, Pre-
liminary results for the year to February
show growth of 27% in EPS yet again,

Since 1986, compound growth in EPS is
26,6% a year. This reflects the nature of the
business. Clothing and household linens

- make up most sales. Customers order from
catalogues in the comfort of their own
homes. Cash is cither included with the order
or, for COD sales, paid over the counter to
the post office, where customers collect pur-
chases. That is why CE Marco van Embden
says the group has more outlets than any
retail chain and reckons that Mashold is
almost recession-proof,

Van Embden points out that volatility in
direct selling is considerably less than at the
average retail outlet and the long-term sales
curve is, therefore, smoother., Though the
group started by selling clothing to the Jower
end of the market, there has been consider-
able diversification (from tableware to ency-
clopedias) — with marked success,

Nevertheless, the latest resuits are inter-
esting because growth in EPS arose more
from a tax break than good trading, Pre-tax
profit rose by 12,7%, while tax payable
amounted to just over 8% (1990: almost
22%).

Van Embden is emphatic that the relative-
ly small pre-tax profit rise does not indicate
a trend, He notes that the company is conser-
vative and the EPS rise is adequate evidence
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LTHOUGH it is not the

function of employer or-

ganisations to get involved

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

This stake arises from five impor-
tant considerations.

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

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

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

Fourthly, business perceptions of
the political process have a signifi-
cant impact upon business confi-
dence and hence upon long-term
fixed investment in the private sec-
tor. Sacob believes that a sound and
growing economy and political re-
form are interdependent.

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

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

promotes

B0 13l6l4)

Business wants
a constitution that

prosperity

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

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

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

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

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

ciple without making it totally
inflexible.

A constitution provides the basic
framework for lawful government
action but does not prescribe specific
policies. In a democratie state, it is
for the demoeratically elected gov-
ernment to apply its economic poli-
cies — aibeit within certain constitu-
tional ground rules.

However, it must be emphasised
that there are many constitutional
principies which have a definite
bearing on economic conditions and
which can either promote or destroy
economic prosperity and growth.

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

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

There are other elements in a new

constitution which will promote pre-
dictability and guard against the ex-
cessive concentration of political
power. These include maximum de-
volution of power to regional and
local levels, on a completely non-
racial basis, and open debate and
clearly defined public mechanisms
for handling legislation — known as
“alarm bell procedures” — which
shouid be laid down in the constitu-
tion. A compulsory system of public
hearings — such as in the US Con-
gress — will subject all legislation to
public serutiny.

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

One potential safeguard against
excessive inflation is an independent
Reserve Bank. The main purpose of
the Reserve Bank should be to pro-
tect the purchasing power of the
country. However, it should be clear-
1y understood that inflation can only
be kept under control if strict mone-
tary policy is underpirned by an
equally conservative fiseal aathor-
ity. In shaping a future constitution,
the position of the Reserve Bank
should be secured. It is important to
accord the Reserve Bank a high de-
gree of de facto autonomy in decid-

ing monetary poliey.

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

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

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

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

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

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

[ Thase are edited extracts from
Sacob’s The Economic Aspacts of a
Now Constitution for SA.




SOWETO businessmen, who collectwely
owed hundreds of thousands of rands in
rent and services charges, would have
their electricity cut within two weeks, the
Soweto City Council warned yesterday.
Soweto mayor Oscar Maseko said the
council had sent out final notices to busi-
nessmen, warning them to pay their ac-
counts by June 25 to avoid a switch-off.
Soweto council spokesman Johan van

nessmen owed about R50 000, accumulated
during the six-year period since the rent
boycott started.

Van der Westhuizen said the couneil had
decided businessmen were not covered by
the Greater Soweto Accord, which wrote
off a R516m debt last September.

: However, somne businessmen would be
| spared because they had paid regularly.

Maseko said the response was “wonder-
ful” when the couneil cut off power to bulk
users — companies, institutions and state
departments — two weeks ago. There was
| a rush to pay arrears after the cut.

Neither Maseko nor Van der Westhuizen
. could say how much had been paid.
1 Greater Soweto Chamber of Commerce
spokesman Max Legodi confirmed tkat no-
tices had been sent to individual business-
men. “But no official notice has been sent

der Westhuizen said yesterday some busi--
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Businesses in Sowels
face electr1c1ty\ cuﬁ(

THEO RAWANA

t.o the chamber,” he said.

The matter was being handled by the
technical committee of the Soweto Peo-
ple’s Delegation, a prineipal in the signing
of the accord.

Sapa reports that the eouncil also ap-
pealed to Soweto residents to pay their
electricity and water accounts by the end
of June to avoid having the power to their
homes cut off.

“While the council is opposed to switck-
ing off the electricity supplies to consum-
ers, especially during winter, it finds itself
with no option but to take the actidn so that
it can meet its obligations to its suppliers,”
the council said in a statement.

It would also fine users of illegal electri-
city connections.

The council denied it had inflated elee-
tricity bills because it was bankrupt.

Also yesterday, it was announced that
electricity supply to Alexandra township
would be administered by the Central Wit-
watersrand Regional Services Counecil on
behalf of Alexandra City Council from July
1. Urban affairs consultant Nigel Mandy
said in a statement the operation, mainten-
ance and management service would be
carried out by Eskom.
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of electricity supply o the Central wit- e .
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Py b id. -+ fore June 25 to resolve the situation,
weto Civie Association {SCA) has said. i Boya said if the council would aiso pe

dcting in bad faith if it carried oyt its
threat to cut POWET to residents jf they did
ot pay by the end of this month,

“It would be an unfortunate situation —
boyeott started seven y ears ago. ity Decause the matter of interig, charges for
1t claimed that the business community electricity is still nnqer Regotiation, =
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STORECQ/BOE
PARTING COMPANY

The eleventh-hour withdrawal of Pepkor
from a takeover of Storeco in January last
year contributed to the R18,5m purchase of
outright control of Storeco by joint MDs
Laurie Chlappml and Stewart Cohen.

The Pepkor talks generated insecurity for

Ewa A L4) FOX

A
st ane )
management and staff, and the MDs Waiited

to avoid repetition of such an event. The
buyout of the interest held by their “part-
ners” ensures there will be no passing of
control to new shareholders, and the joint
MDs will themselves retain control.

Until now, control has vested with the
Board of Executors (BOE). In 1986 both the
BOE and Chiappini and Cohen bought John
Orr’s (as Storeco was then called) as a long-
term investment. The BOE’s investment was
then about R2,5m. Since then it has in-
. creased its investment by following its
entitlement in a rights issue two years ago.
The market value of BOE’s investment in the
group has since grown to the point where it is
too large in BOE's balance sheet (of R80m
shareholders’ funds, the Storeco investment
represents some R29m).

For BOE, it made sense to sell especially
as, in BOE MD Bill McAdam's view, it is a
good time to be liquid. The sale will enable
BOE to direct its resources to the financial
services sector, from which most of its in-
come is derived.

BOE will realise R18,5m from the sale of
all its Storeco shares and R10,5m from the
acceptance of the offer that Chiappini and
Cohen are to make to minorities of both
Storeco and Specialty.

Both parties are satisfied with the transac-
tion, BOE has realised a capital gain of
about R20m in the five years it has held the
investment. For Chiappini and Cohen, the
effective price of R6 a Specialty share and
R12 a Storeco share is attractive, These
prices are respectively R1 and R2 less than
what Pepkor was asked to pay more than a
year ago.

Though trading remains tough, Chiappini
is optimistic the group will achieve real
growth in EPS this year. In the light of past
performance — over the past five years Spe-
cialty has achieved a 41% compound growth
in attributable income — this may be a
conservative forecast. It’s hoped the fact that
control of the group is in firm hands will help
lift morale and increase productivity.

Gerald Hirshon
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DEFENSIVE PORTFOLIO

Activitiess Manages commereial properties,

shopping centres and hotels and develops re-

sidential and industrial townships.

Conirol: Anglo American 66%.

Chairman: G G L Leissner.

Capital structure: 45m ords. Market capitalisa-

tion: A369m.

Shure workel: Price: 820c. Yields: 5,7% on

dividend: 8,9% on earnings; p:e ratio, 11.2;

cover, 1,6. 12-month high, 860c; low, 600c.

Trading volume last quarter, 92 000 shares.
‘89 ‘90 9

Year to Mar 31 ‘88

ST dabt [Rm) ......... 4,4 9.1 2,7 15.6
LT debt (Rm} ......... 228,0 2234 2181 2114
Debt:equity ratio ..... 049 046 039 033
Shareholders' interest 0,62 0,60 063 0,67

Int & leasing cover . 2.2 2,5 2,6 29
Return on cap (%} .. 7.1 8.1 8.6 7.1
Turnover (RmM} ........ 126 162 208 200

Pre-nt profit Rm) ... 53.8 649 713 72,1
Pre-int margn (%) .. 428 40,1 3471 349
Earnings g} ...ooveeee 45,3 548 674 730
Dividends {c} wvevreet 30 35 42 a7
Net worth i¢) ....... 906 918 887 1301

The breadth and high quality of Anglo
American Property {Amaprop)'s portfolio is
likely to-ensure the group enjoys steady if
unspectacular growth this year.

Amaprop chairman Gerald Leissner be-
lieves earnings will grow by up to 15% in the
year to March 1992 if the performance of the
Carlton and estates development divisions
comes up to expectations. He says poor con-
tributions from these divisions would result
in group earnings climbing only 10%-11%.

Lacklustre results from these divisions
helped to curb the improvement in operating
profit last year to only a 1,3% increase, to
R72m, while turnover dipped by 4,3%, to
R200m. The 8,3% rise in EPS was achieved
by a drop in finance charges, from R27,5m
to R24,9m. Shareholders also benefited from
a R3,9m (R10,4m) surplus on the sale of
property that was treated as an extraordi-
nary item and not {ncluded in EPS. Divi-
dends thus improved by 12% to 47¢ a share.

Losses at the 60%-owned Carlton Hotel
cost Amaprop R2,1m {compared with the
previous year’s shortfall of R609 000).
Though room rates increased significantly, a
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Amaprop’s Leissner . ..
could grow by up to 15%

earnings

drop in occupancy pegged turnover at close
to the 1990 level at R36,7m.

The prestigious hotel, which underwent an
extensive facelift last year, continues to oper-
ate with only iwo-thirds of its 600 rooms
open, and the hoped-for deluge of foreign
tourists remains as elusive as ever. Leissner
is confident the Carlton can, in better eco-
nomic times, make a good contribution to
group profit and further enhancements to
the hotel are planned for this year. Little, if
any, profit contribution can be expected in
financial 1992.

Though turnover at Amaprop’s estates de-
velopments fell 35% to just under R40m, a
substantial reduction in tax enabled the divi-
sion’s earnings centribution to nearly double
to R1,7m. To limit its exposure to this high-
risk business, Amaprop has chosen not to
develop.any new schemes in the short term.
It has~also limited investments in township
land and debtors to R55m. Leissner says the
selling of existing stands, mainly at Mid-
rand, and the collection of cutstanding debt-
ors is expected to release substantial profits
this year. It will also enable management to
concentrate on bringing the Silver Lakes
development, near Pretoria, to the market.

The mainstay of the group is its long-term
property portfolio. Contributions from this-
division improved by nearly 11%, to R33,3m,
on turnover up 13%, at R125,9m. Office
accommedation accounts for two-thirds of
the portfolios lettable space, with shopping
centres making up the rest.

Nearly all Amaprop’s shopping space is let
and, though the slowing economy is putting
pressure on rents, increases this year are
likely to be in the region of 10%-12%. “Good

shops can always be let,” says Leissner.
However, the glut of business accommoda-
tion has resulted in 7%-8% vacancies in the
group’s office blocks. Growth in rental in-
come from these properties is not expected to
exceed 10%.

About a fifth of Amaprop's office accom-
modation leases come up for renewal each
year (though no major leases expire this
year). Leissner says he will be happy if the
group can maintain its current level of occu-
pancy in financial 1992.

Though Amaprop has made some changes
to its property portfolio, major additions are
unlikely. The group has no cash and manage-
ment is keen to reduce gearing. In the past
four years, gearing has been steadily falling
from 49% to 33%. Most of the long-term
debt is in the form of debentures, yielding
interest well below bank rates. A revaluation
of properties, done every three years, helped
case gearing in financial 1991 by adding
R117m to sharcholders’ funds.

Though it is unable to invest directly in
major new properties, Amaprop broadened
its investment spread by increasing its hold-
ings in listed property trusts. It took a 50%
stake in Compass Property Holdings (for-
merly Retprop) and a 2,8% interest in Main
Street Property Fund (Mainpro). The hold-
ing in Apex Property Fund was reduced by
3% to 13%.

While Amaprop has much to offer inves-
tors looking for defensive rather than high-
yield stocks, the share has appreciated sig-
nificantly in the last few months. It is
beginning to look expensive at around 820c.
Assuming the group achieves its top forecast
of 15% earnings growth, this would put the
share on a forward p:e of about 9,8, well
above the sector’s current average.

Simon Coshmore
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SAPOA CONGRESS
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TALKING UP THE MARKET?

Talk of an imminent economic upturn may
be the topic of the month in some circles. But
despite the bullish sentiment expressed at
last week’s Sapoa congress, the property
market appears to have some way to g0
before it fecls any real benefit.

Among the optimists was FNB economist
Cees Bruggemans, who predicted the begin-
nings of an upturn as soon as late this year.
The revival, he said, would be driven by
industrial growth through inventory replace-
ment, faliing interest rates and the restora-
tion of IMF capital credit facilities to SA.

But even he conceded that property, a
lagging indicator, might take a little longer
than other sectors to feel the improvement.
There was concurrence on this when the

outlook for office, industrial and retail prop-
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take more account of timing and market
demand in bringing new schemes to fruition
rather than developing simply because of
pressure on capital flows. He also believes
that with the changing political and econom-
ic climate, there could be greater demand for
well-appointed but less sophisticated and
luxurious offices. This could mean opportu-
nities for refurbishing older office buildings.

Barprop’s Colin Steyn is more optimistic
about the outlook for industrial property. He
noted that though most of the space vacated
in the mid-Eighties has been absorbed, the
current downturn has resulted in a consider-
able level of idle industrial capacity.

“This will effectively defer the require-
ment for additional industrial space until the
middle of next year, when economic condi-
tions are expected to
improve and demand
for products should
increase,” he says.

In spite of these dif-
ficult trading condi-
tions, he said the in-
dustrial property
market had been ex-
tremely resilient. Va-
cancies have stayed
tow, though they did
increase slightly be-
tween the second
quarter of 1990 and
2 the first quarter of

FTA/ this year. 4
ARCIVER In addition, he not-
ed that organisations

-
]

Mew free space is worrying

PR |

erty came up for individual discussion.

The office market, as Southern Life Prop-
erties’ Johnny Johnson pointed out, is suffer-
ing — though vacancies are still within man-
ageable proportions. Growth in rentals has
come off, demand for offices has dropped
and vacancies are rising.

This could change quite quickly if there is
a significant economic upturn, However,
Johnson feels there’s little likelihood of a fall
in interest rates to below 18% in the next 12
months. This will keep tenant demand in
check. In addition, there is a lot of new and
unaccounted for office space coming on the
market in the near term. *“We will be looking
at a vacancy level (in A- and B-grade office
space) of about 12% in a year’s time,” he
predicted, “‘compared with roughly 8%
across the board mow. If it isn't a tenant
market today, it sure will be one tomorrow."

Johnson isn't ali pessimism, however. The
property industry, he observed, has endured
such troughs before. He urged developers to

like Real Estate Sur-
veys, which publishes
‘ Rode Report, Have in-
dicated that industrial rentals had risen sig-
nificantly across the board, between the
second quarter of 1988 and the first quarter
of this year. The highest gains were shown in
sub-500 m* units on the Witwatersrand,
where rentals rose by 84% in the period from
R5,40/m? to R9,91/m’. However, large
5000 m*-plus industrial units in the same
area also showed the lowest increase, at 26%.
But Steyn feels that “with both political
and economic forces at play and with an
international acceptance of SA into world
markets, industry can generate the activity
needed for a takeoff on a high-growth road.
This will resuit in many good opportunities
for industrial property.” o
Retail property, on the other hand, ap-
pears to have shot its bolt — at least in the
short term, Liberty Life Properties’ Gavin
Main said while there would be continued
growth in the sector, it will not be at the
levels experienced in the Eighties. Instead,
future growth would be marked by a greater

utilisation of existing resources through re-
furbishments and extensions. Another inhib-
iting actor, he predicted, would be increas--
ing competition from informal retailers.
“We will also see a further upsurge in the
informal sector, in which I believe the re-
moval of controls is not necessarily desirable,
though it fulfils a nced.” .

Main added that while many continue to
believe SA is overshopped, this was only true
in terms of meeting the needs of certain
sections of the population. The corollary to
this was that there would be continued op-
portunities in the industry for further retail
developments.

,So, while it appears that the property
market is not yet out of the woods, and
probably won't be for some time, it was
refreshing that, at a congress of the stature
of Sapoa, the consensus was that at last the
economic barometer is beginning to point
towards revival. [ |
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NELSPRUIT. =4T
consumer; Foygott,
called for by the ANC to

e

- force the Goyerriment

to release’ prisoners; on:

hunger istrike, ended’ its

 first day.yestérday;with

some ﬂelgip"ruitj.’ishﬁp_s
réporting steep drops in
turnover, .. e
‘Businesses:/that
seemed worst affected
were.sup,e:mar}:;e‘ts -
particularly those spe-
cialising in black trade.
By 5:pin, one-super- -
market in Nelspruit,
usually, packed with
last-miinute shoppers,
had mainly white cus-
tomers. Only~a few
blacks stood in checkout
queues. | v
“Most food outlets and
take-aways in :Nelspruit
reported. business as
usual. 7’ 4y
“One black woma,
who asked not to be
named, itold The.Star: &1
live in' Nelspruit with
my employers:and 1uck-
ily am not affected. &
“Those poot people in
KaNyamazaie_are ter;
rified of what would
happen should they dare
to disobey ttg,e‘;}bqydott{'
shesaid. °© g Mo
But'one young man
sdid:-“Once the fobd'and
‘drink is in my stofach,
no intimidator can get
lit out.”

e ————————
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Storeco. buyout wins.
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snstitutional suppor

TSR
The management buyout at [
Storeco_ has attracted good sup- Diagona\.
port from institutions which have Stye ot
underwritten the offer to the min- | -
orities in pyramid Storeco (at R12
er share) and subsidiary Special- .
ty (ats600c per share). ANN GROTTY
. The:joint managing directors Fe
-of Storeco {formerly John Orr The Board of fxecutors has
Holdings group) Stuart Cohen and also disposed of its 10,6 percent
Laurie Chiappini bought the divect stake in Specialty which its
Board of Executors’ 285 percent acquired during the 1986 rights
stake in Storeco for R18 million, issue. This stake has been placed
incréasing their holding to s0per- withan unmamed institution,
cent, Rand Merchant Bank is pro- Also, now that the uncertainty
viding the necessary bridging fi- about the change of conp;'p‘l in
nance,: Vo . Storeco/Specialty;ghas béen re-
Storeco owns 63,2 percent of moved, Mr Cohen reckons that
Specialty’s. ordinary shares and the group will be .able {0 ‘a;tract
53 percent, of the preference some key executives. At
shares. o Uncertainty about the“control
My Cohen. and Mr Chiappini situation at Storeco began last
have-formed a private company, ear When také-over‘:'gailkég‘With
Storgeon which will hold 50per- -the Pep Group failed. ¥ 2"
cent;of Storeco. “Our managemen team has
Senlor managemgnt in the been with the group for 'éq‘aver-
operating subsidiaries will be of- age period of 12 years, but/we are
fered up to 40 percent in Storeco  looking for one or two key execu-
with the rest being held by Cohen  tives.” o
and Chiappini. Mr Cohen, Mr Chiappipi and
Because the deal resulted in 2 the Board of Executors acquired
chapge of, control, Mr Cohen and control of John Orr Holdings in
Mr Chiappini had to make an  October 1986 from the family of
offer to,the minorities in terms of its founder, John Orr. Mr Chiap-
the securities regulation code. pint and Mr Cohen had beén act-
Storeco. fninorities are being of- ing as management cgns;ultants
fered R12 per share and 600c @ to John Orr's for the some time.
share fof minorities in Specialty. The John Orr’s arm was sold to
.The offer has been underwrit- Tradegro, leaving three divisions,
ten by & number of institutions  Miladys, The Hub and the: cash
which were keen on making in-  retailing operations Mr Price and
yestments in the Storeco/Special-  Foatgear. N
ty group, but were unable to he- Mr Cohen says the Board of
cause of the low trade in the Executors had jndicated gver a
shares, In the 12 months to Febru- period of time that it way ted to
ary, only 1.8 percent of Specialty’s sell its shares in Storecq ang con-
issued ghares were traded and centrate on its core business the
2,9 percent for Storeco. financial services.
.”Mr Cghen says the deal will re- «Early this year the BOE start-
sult in a better spread, of hare- ed 8, ;perchant banking operation
holders,in Sto;egg,tspggiglty with, capital of R50 million. They
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group an ‘g.v;l\iﬁj.sollgggpve ar-  néeded more capital for the mer-
Retabilit: of the ShAtEs: ¢  chant bank,” says Mr Cohen.
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cott in & year may be loom-
ing' in the Vaal Triangle
after last. week’s electricity
blackout..in six local town:
ships, Vaa] Ciyic Association
chairman Malik Madise has
warned. [ C

A crippling consumer boyeott -
— lasting‘more than six weeks
in certain:Vaal Triangle towns
— was ldunched in thé area by
Cosaty in July last year,

Mr Madise gaid at the week-
end that-since the Lekoa Town
Council's *harsh step” in cutting
off: the electricity supply ~— by
which ‘it ‘coerced consumers to
pay their bills in the face of
stalled negotiations between the
counejl A\TPA and VCA — resi-
dents were considering embark-
ing on another consumer boy-
cott in: neighbouring white
towns, \ . |

“The ‘'Vaal Civic Association
- does not agree with the position
held by, the Lekoa council that
all negotiating parties did not
have & solution to the problem.

“Residents in the area did
come forward with a tentative

solution, in that Eskom should .

establish its own offices in local
townships,

“This would mean that con-
sumers could pay Eskom
directly, as opposed to doing so
through the Lekoa couneil,” Mr
Madige said.

He added that several meet-
ings were held with HEskom
which. indlcated that it could
not meet thig'Fequest becavse'of .
Governmen:legislation, + : /-2

He'dlso”said the VCA warned
the Lekoa council that the cut- <
ting of any essential services

awaye

' g\"\' 10‘[,,\5“

would be an indication of “nego-
tiating in bad spirit”, as it was
previously agreed that'gervices
would not be affected while ne-

Y - gotiations continued. - -
The second consumer boy- -

Mr Madise said that the
VCA's standpoint following the
blackout was still to negotiate’
with the Lekoa council and TPA
for affordable service charges.

Aceording to Mr Madise, the
VCA was to meet af:.the week-
end with various organsiations
— including the ANG; PAC, Na-
tional Forum and Cogafn —'to
discuss the present position:and
a possible consumer boyeott!’:

Mass meetings to discussithe
igsue with local residents would
follow at a later stage.:” ¥

Since the blackout last Mon-
day the power supply .has been
restored to certain areas in
some of the six townships fol-
lowing a flood of late payments.

About 3 000 telephone lines in
Sebokeng and Evaton have bgen
affected by the blackout asiex-
changes in the area have been
affected by the power cuts.

@ The Pan Africanist Congress
and ANC in the eastern Traps-
vaal have clashed over a con-
sumer boycott aimed at forcing
town councillors, to resign. ..

PAC spokesman Walter Luk-
huleni disputed the ANC had
consulted his organisation abojt
the hoycott and challehged.the
ANC to acknowledge peoplds’
right not to support the’ boycott
action. S

He urged the ANC to desist
from unilateral decision’ taking
on behalf of the masses and
from using intimidation to en
sure support for the hoyeott. -

Mr Lukhuleni said the boy-
cott action was contraryito:the
cordial relationship-between the
two organisations and the:spirit
of the Harare meeting,
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Lowveld Bureau

NELSPRUIT — The con-
sumer boycott, called for
by the ANG on June 5 to
force the,Government to
refeasex pglitlcal prison-
ers; xsv‘log be suspended
from toimiorrow.
Afteriliscussions .be-
tweeril tieSANC, the Afri-
kaanSe#Shkekamer, the
Chambit ‘Bf Commerce
and the Nelspruit Town
Council yesterday, it was *
agreed that the Chamber
of Comimerce and that
Afrikaanse; Sakekamer
would-appri oach the Min-

from June 21 until Julyj
when the parties in-
volved will meet again.;

When the boyeott was
first called for, the ANC
said it would last until
political prisoners in
Barberton Prison had
been released,

A group of shoppers
outside a Nelspruit su-
permarket were;delight-
ed when told:yesterday
that the boycott would
end tomorrow, i

“We have no food at
home and cannot afford
the exorbitant prxcés
being charged by towh-

ister- of;,Just:ce and Cor-y,;; ship shopkeepers, It will

.....

rectlonal,:Serwces ‘on'the. ~be wonderful ‘being ab}e I

question of political pris-
oners.
The boyeott s\gspen-

to -buy cheaply without:
intimidation again,"” @
young mother said.

Jutenae
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B‘eheve"w or' notj?the al '
most-forgottenpusbom of

- cashjers.: coum‘zmg .out

change«:mto the .eustom-
eps»;hand, is st;llfpffgmal
polioy:with the-major su-
pjermarket «chains..even
ithough, ;t;se]dpmhappens

;g practice., é?wq A

STHAT For

- (é ecﬁ'prsiP fdfﬂh‘at dur-

ing tiaining’¢ashiers’are

‘taught'the practice. Cus-

‘thrmers ean's insist-that

this? rocedufe 1s foI-
Ew:ed ‘ji "": o

,rl}l" bokesman adrit-
dy at this,often did not

£ appen ,andf attmbutedr it

P tuprgg;;urea; tnllé pomts

Sy Sakkie Joubert direc-
{torsof, losg iandﬁexpellse
-cdntrdl atﬂﬁlekm Pay,
“onfifned:thatithe prac-
ticéfis partfof‘fthé chain’s
pﬁ iey:to ensure courtesy
and»‘that the ‘dustomer: is
rfot unﬂer—*’ﬁr ovérpdid.i

@.“ lsﬂ' rt;of dur till
tra;’l: T4 a‘%dré;rocedure
and‘i%*regularly checked

isore:
by Syperviso:

He'said one of. the
. ruajor: complaints ‘about
cashiers was’ talkmg to
colIeagues “while ringing =
up. 1temsf “This should |
not. happen” 7

A s;:okesnj;an for 0K
descrlbed the"éiaff’s eﬂ—
ance of’ mlmmum sgan-
dards as “a- mghtmare”' ,
‘and said it.was closely ‘
linked to the‘cittrent: po- -
litical s1tuat|on

The stm;e ad%ered to‘
the same.p 1cy as 1ts .

.

olig
competltdf‘sl‘"

Lynne Morr1s ‘of rl;he':_
Housewive’s fLeague:'
said: “90 pércent ofpBp- .
ple d¢ not-bother to
check th’elg change if’ itis
merel} umped nto .
their hand”’ .
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Wit the bleak times of the early
‘Eightiés well behind it, it seems
JGNA Gatlo can do little wrong,

¥ The, group is the leading suppli-
iér ofyleisure, entertainment and
‘ififormation.

“} Gjvér SA’s demographic fea-
fures; the most important of
wvhich®is a growing population

that is‘becoming more urbanised,

‘an increasing demand for lei-
Sure/éntertainment-related prod-
ucts seerns to be an inevitable
Jong-térm trend.
4 Only: the most severe of eco-
fomic recessions is likely to
cause a significant disruption of
this trend. i
. What management has to en-
sure js that it can meet grow-
ing demands without straining
<the balance sheet.
« “hThe'extent of CNA Gallo’s suc-
cess on this front is highlighted in
“its latest annual report, which
. Shows that return on equity rose
“from 18 percent in financial '87 to
33,5 percent in 91,
.z, Over the same period, margins
..Tose from 6,7 percent to 10,5 per-
cent, With gearing remaining a
, Gomfortable seven percent.
Growth (turnover up from
" R352 million in '87 to R798 million
Qn 91} has all been comfortably
funded'from internal sources.
. There has been no need to turn
“to shareholders for additional
, funds ‘and relatively low borrow-
‘ings méan_refurns to sharehold-
"“ers haVe riot been squeezed by the
need-to pay high interest costs.

Thesinvestment community
recognises the attractiveness of
CNA Gallo.

The annual report shows the
sharply increasing trend between
the-share price premium and net
asset vaiue,

At the eénd of financial '87, the
share price of 345¢c, was relatively

scloge to the NAY of 234¢.., ...

By end-financial *90, the-
had surged to R12.25, compared
with a NAV of 406c: ... |

The premium was,even higher
at the en%l Oiifrf}ﬁi}b' 9L when

BT ARTe

Gallo's

(‘:_\'g“\ﬂ I

lot going for

the price”
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the share price was R24;2§;é i
NAV 504c. N
The trend in the P/E ratipg
less extreme. Comparing the
share price at year-end with the
earnings achieved in that year
shows the market sustaining’
P/E rating of around eight L ]
until the end of financial ’91%&
the rating soared to over 14.
Significant features in théeq
—March '91 halance sheet ifi€lug-
ed a considerable increase i in-
vestments in associates —
R103,6 million from R77 miliion.
Chief executive Dennis Clizén
says much of this reflects frd ip-
creased stake CNA Gallo hig5 in
Waltons Holdings (up from 147
percent to 20,2 percent) and the
increase in the market price Df
that share. Y-S
The 50 percent stake:imjNu
Metro lifts the value of ‘agSoci-
ates. Bl
With considerable help! fro
creditors — up from R132 mhillipn
to R166 million — group!workijig
capital was slightly dowpn:pt
R10,4 million. ngt-
K75
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Boycotts hurt N Tyl towfivn

Eortai st i «*me;w- AP vw.zaﬁm~r4 ;\» W v

THE North Transvaal boycott' co-
om y "DIRK NEL 30

% ordinating committee, representing the g&f \El‘“ ( ) ;

ANC, Azapo and COSatu, this-week
claimed ifs action in towns in the area ~-- ‘Town Councillor Jack KIaff said ne-
< was “93-percent effective”, < ©.f gotlatmns were nnder way to end the
. % " According to a commitiee | spokes- boycott, organised, by the Nancefield
. Civie, Association, who are demanding ’

"% man, the Conservative Party town of
) Potgxetersrus has been hard glt A boy- the resxgnatxon of the Nanceﬁeld Town\ ]

PR P [EE

cott was launched there after the chief

magistrate. reJected a Cosatu-called
| march on June 15. ‘¢ e

However, busmessmen in the town
are adopting a “wait-and-see” attitude
and believe most white-owned shops
will survive until, a solutlon ‘to the
deadlocklsfound TR R e

In Messina, an Af;lkaanse Sake-
kamer spokesman said the town’s
economy had been'hit hard.” “#% &~

as,

» Couneil,
AT\ boycott 1s bemg planned in Pie- ||

* chairman Frank Greyling said his or-

,c'

Torwmtg§ W

. tersburg next week, to protest agamst
the town council’s refusal to allow a
JuoeJIB maroh. % “1' gl '1{

-However, chamher of commerce

%

iy

ganisation had sef up a meeting to dis-"
.cuss the issue on July 1 and the ANC, «

I

——

'he said, had accepted gn mvxtatlon to
. attend, " uv hu i %

TR PR n‘x_-— 3
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Confusion over Dutch interest in Checkers

DUTCH wholesale company Unigro’s posi- I MARCIA KLEIN J
tion on & possible takeover of Checkers — -
appeared an unknown quantity yesterday. ™~ yesterday all parties interested in Check-
. d - ers still stood a chance, including Unigro.
A report yesterday m_Sake-Btlaﬂd quote 5 Daling was not available for comment.
Sankorp chairman Marinus Daling saying >  {Unigro director Hank Dekker said yes-
at this stage it seemed unlikely a transac-3 orday Unigro was still interested I
tion would materialise and so negohatxons ~~ Checkers. g @ e, 7
with Unigro had been ended. i Ho was SurprSt-T6 rorFi
He said discussions were continuing & tions had been called off, as they had not
' yet taken place, because Unigro was still
investigating a possible deal in-house.

with local parties. “sv @ ;‘5
| However, a Sankorp Spokesman said

wj—




Non-residential

sector sta

gl sl

CAPE TOWN — The non-residential
property market is largely stagnant
with market rentals declining in real
terms, but the residential sector is still
buoyant in most areas, the latest quar-
terly Rode’s Report on the South Afri-
can property market says.

As the property market Iags the business
cycle, no change is expected soon.

House prices in Johannesbiirg and Cape
Town have performed exceptionally well,
especially in the upper bracket, the report
adds. However, the growth rate in flat
rentals is slowing down in the Transvaal.

The report says no significant move-
ment in capitalisation rates have been not-
ed in the first quarter of this year com-
pared with the previous quarter.

Grade A office rates are generally mov-
ing sideways as they have been doing for
over a year. Rode reports that for the
second time in recorded history, capital-
isation rates for Grade A offices in the
Cape Town CBD are lower than those in
central Johannesburg and are now on a par
with sought-after nodes of Rosebank and
the Sandton CBD.

Capitalisation rates for shopping centres
showed little variation in the first quarter
though there was a significant decline in
Cape Town and Durban rates over the past
year, boosting capital values.

-

gnant

LINDA ENSOR i

“Industrial rates showed little move-
ment in the first quarter, but also show a
downward trend over the past year.”

In the medium term property unit trusts
and loan stock companies are still offering
good value at their current price relative
to diréetly-held property and industrial
shares.

The report says the decline in real terms
in the office market continues as nominal
office rentals still remain largely stag-
nant. “In addition, negative take-up has
reared its kead over the past six months in
Braamfontein and Pretoria CBD.”

According to Rode, shop rentals have
bardly changed in nominal terms in the
last quarter while industrial rentals de-
clined in nominal terms,

“Seen over the longer term, rentals of
smaller units have held up better.”

Non-residential building activity is still
relatively buoyant as a result of which
contract prices, as measured by the BER
Building Cost Index “are still growing at a
surprisingly high rate”. -

“Residential building costs reflect the
sorry state of this industry. At the end of
last year, contract prices for mass housing
schemes were growing at 10%, compared-
with 12% for custom-built houses.”




- e ST N R I .
TR R eV \.'1‘-“._%-,: P AR -g_?.'_<\ —5f A--—u—--t .- U

" 4 -
Sps A plRINE S oo e e

. COMPANIES—=—

Lo ot il w7
Storeco MDs gain full control ;mwﬁ18m takeover deal |
STORECO joint MDs Stewart Cohen -~ [~ ARCIA ‘KL;‘E\ v qq‘to pave achieved this deal which
and Lauri¢ Chiappini have taken over — — removes the uncertainty of control
the Durbiin‘based clothing retailing which controls retail chains Milady’s, and simultaneously gives us the sup-
group in a-transaction worth R18m.  The Hub, Mr Price and Footgear. port of an experienced and ‘commit-
Cohen and Chidppini announced Because of the change of control, fed management team.”
yesterday that they had increased Cohen and Chiappini have made an BOE MD Bill McAdam said the
their stake in Storeco, holding corn- offer to Storeco and Specialty share- transaction ended “a highly success-
pany of Specialty Stores, from 20,5% holders to acquire their shares at  ful parinership” between BOE and
to 50%. This was achieved via th 1200c and 600c respectively. the two joint MDs, and he was confl-
acquisition of 1,5-million Storec BOE made it known that it wanted  dent Storeco would continue to show
shares at 1200c each (equivalent 10 to concentrate its investments inthe excellent growth.
G00c per Specialty share) from th financial services area following the Cohen and Chiappini had taken
Board of Executors (BOE). introduction of the Deposit Taking  over the John Orr company in 1986
Cohen and Chiappini intend to re: {nstitutions Act and the establish-  with BOE, and over the past five
tain the listings of Storeco and Spe- ment of BOE Merchant Bank. years Specialty achieved a 41% com-
cialty — the operating cormpany Chiappini said: “We are delighted  pound growth in attributable income.
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Big rise i
use of go
for ey

THE use of gold for local
jewellery manufacture has
more than doubled since
the scrapping of the ad
valorem tax and the reduc-
tion in the required added

value content of je
last year.
Last year, SA's ] of

gold fabrication was 15t.
Ten tons were used in elec-
tronics, dentistry, industri-
al coin manufacture and 5t
in jewellery manufacture, a
jump of 138% over the 2,1t
used the previous year.

But former Chamber of
Mines president Clive
Knobbs says that level is
not nearly high enough.

“On the world stage of
gold jewellery fabrication
SA remains a very small
player, accounting for only
0,6% of total world usage of
gold for jewellery,” Knobbs
said at the opening of the
recent Jewellex '91 at
Kempton Park.

Knobbs said jewellery
exports from SA to the
western world were valued
at R10m last year. Local
jewellery purchases by
foreign tourists visiting SA
was a massive R150m.

The problem in SA was
that jewellery was pur-
chased mainly for adorn-

Flexibility in m

PROPOSED changes to medical aid struc-
tures will mean patients wiil have {o pay
for treatment before being reimbursed and
companies will be able to shape benefits
privatelyfb\w L T

These conclusions were presented over
the weekend in an analysis of proposed
changes to the Medical Schemes Act by
0Old Mutual’s Employee Benefit Centre.

“In the proposed new system, members
of medical schemes may be made respon-
sible for paying all their medical accounts
themselves. Members would then claim
from their medical scheme,” the analysis
says.

0ld Mutual Employee Benefits assistant
GM Henk Beets says the proposed changes
will also give employers and employees
far greater flexibility in deciding how to

ec“ﬁ;:al benefits

t DARIUS SANAI
structure benefit levels.
One of the most important pro-

posed changes is the removal of current
minimum and maximum benefit levels,
says Beets,

“Members, through their employee
groups, may then be able to choose the
level of benefit best suited to their needs.”

The removal of the guaranteed payment
system, whereby the supppliers pay doc-
tors directly for treating patients, will re-
sult in much strenger links between pa-
tients and suppliers, he says.

However, Beets warns that some pa-
tients may be lured into saving money by
drawing insuficient medical cover on the
new scheme, and discovering to their detri-
ment that their costs will not be paid.

Business criticises aims
of city council’s budget

s

THE Johannesburg Cham-

[ parws sanat |

ber of Commerce and In-

]
1 Inc

dustry (JCCI) has strongly
criticised the city council
for aiming last week’s bud-

equilibrium maker be-
tween the federal and local
budgets,” he said.

get increas a{\busi eSS The budget was “upset-
targets. g 20/ _@ ng” because it would pen-
JCCICE s de Jage lise business, Cato said.

at the weekend expressed
his “grave cpncern” about
the possible effects of the
city budget.

De Jager said the deci-
sion contradicted the coun-

.cil's policy of encouraging

business investment in

T

He was responding to ag—Johannesburg.

statement on Thursday by~

“It will mean that busi-

council management com-.p Nesses thinking of moving

(s
Re

Proposed Ri¢
10% cumul
shares to

Further to the ann
CMI announces the

mittee chairman lan Da-—here will decide they are
vidson that the city’s bud-= better off in Maritzburg,
Durban, or Pretoria.”

get should “in some small *

CM] proposes raisir
of a renounceable r

SRR

et et sn i | 859000 1 e R et e | | comverible prefer
i derable scope for imbalance” in the statey~nearby municipalities such shareholders on th
expansion of the local mar- Budget between business¢ as Midrand were offering 100 ordinary share
ket by promoting gold jew- ang prid!;ate i“dg’ i%““‘ls‘ .%.;“cg?;‘rlf:r? Eﬁﬂgﬁﬁg’ . R6,00 per share. .
: avidson said business loC ) - i
e“g“’ as .‘;“’Fsimi;“.‘s‘ opq] | would shoulder the lion's "2 burg council's action would The preference sha
Tecl?niloligl (l\gintek)m >re.. | share of the council's in- act as a disincentive. annum (on the sub
dent Aidgé)r(] Edwardg has | e3¢ in spending of 25%. The decision 15 a bad 30 June and 31 De
G A Should aim for 100t | p,ohamber of Commerce 200 PuEy the objectives the 31 December 199
R 14 fewellery by the end President Mike Cato dis- counqﬂ has set out of at- \
of gold jewellery 8y 16 &5 | missed Davidson’s com- tracting companies.” shares
of the century. That coud} ponps a5 “a 1 f "It is not the role of th the option of the |
earn up to Ribn a year in 5 a lot o ; e of the
el p rrenc ag q cre nonsense”, _* local authority to redress basis, on 1 Novemt
ore;ig]u s s “He has o right to cast What it perceives as imbal- not converted by
ate thousands of Jobs. himself as some kind of an  ances in the state Budget.” converted on that d
- SV RTRRFI T, IO
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ANC calls for boycott

if=anyn,

[

2

:E*:::Ic- - [ ] p
o BT - -
“in support of Fprisoners
Sei i
Five e big Sl il e seiing yestend

THE ANC has call for an in- | = WILSON ZWANE J ger striking yesterday.
siecdefini i ANC spokesman Patrick «“yerror”
zi.ﬁgislilgégsgsoﬁo&epia;g?nm ing which “it was recommended that Lekota ??id government’s refusal t0
anu ygal in solidarity with prisoners msuswnd their protest action be- release “genuine political prisone’s

Aus2parti & enti  nisnow joining oo an indication that it was not
particularly those on hunger e the entire region isnow JOIOIIE o pigred to the establishment of a

= “girike. ) the battle to ensure their ggleasg'id O order
T R33N, . S - One hunger striker was ing he T -
. jenypAddressing < media briefing ¥eS- i Withank Prison and 12 at Bethal How does the government hope to

agerday the ANC's castern Transvaal ; riker, Absa-  Createa climate condudive to a nego-
“ghghranch bpubl;glttslr‘ esgg;gutanxisér‘l Ba:ksga ﬁ‘t’:pﬁll'“g:‘:,;uﬁga:ed from Bar- tiated settlement if it refuses to re-
et e ein today and would ot berton Hospital 0F Monday, leaving (5% peogle who have been convich
o wms in the region, including oix other hunger strikers in that hos- 0 po caty motivated crumes:

it i Bethal, pital, Mthembu said. e added that government® O%
+ = Barberton and Bethal proach to the whole issue of political

31 whe boycott will go on until ail prisoners was arhitrary. -

J-‘}'_ %risnners presently on hunger strike w Wits Medical School profei;sor Dr |§ l

¥ bgthe Barberton and Bethal hospitals A Correctional Services Depart-  John Kalk said 10 prisoners on hun- |

S#¢ released,” Mthembu said. ment spokesman confirmed that ger strike at the Johannesburg Hospi- |f# 1

' He said the protest action wouldbe  Mdluli had been released. tal were in a bad condition and some '
g - reffeq:tive as the ANC enjoyed “mas- The Human Rights Cornmission  of them had lost up to 20% of their |H
4 ;” ¢* support in the region. (HRC) said in a gtatement that 40 body weight. {
» ; “He said the ANC had held talks prisoners were still on hunger strike, «“Kidneys of all prisoners are inan [&
g _J,.:ﬁ[th hunger-striking prisoners dur- 95 of who began their 35th day of unstable condition,” Kalk said. ~

[ ] [ ]
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-—Commercial and industrial property—

Stock ‘shortage
keeps the Cape
sector health

rsh,m

THE commercnal and
industrial property mar-
ket in the Cape is in good
health, largely as a re-
sult of a severe shortage
of good stock and be-

- cause it is a preferred
- investment area. |

* Pam Golding commer-

cial and industrial division_
= ~“GM John Pistorius says

‘buying pressure from local

“=rgnd, to a lesser eztent,

‘overseas investors who re-
gard the Cape as less risky

than other areas; contrib-

utes to the healthy market.

--'2::4A number of people are

coming to the Cape looking

-:~ -for business opportumtles

says. As a result prices are

"' sblid,

Secure
*» Divaris Real Estate mar-
‘keting director Philip Up-
ton says that while smaller
investors have opted out of
the market in the short
term, it is the medinm to
institutional purchasers
who are trying to acquire a
secure, well-let investment
_at a realistic return.

- “The shortage of good in-
vestment property which is
not overpriced is the major
problem in the market
- place,” he says. .

‘The Cape’s preterred in-

---vestment area status is also

reflected in the narrowing

o —-of the capitalisation rate
" - gap between Johannesburg -

and Cape Town, Pistorius

. says.

-+ “Another indication of
the buoyancy of Cape
- Town’s commercial and in-
dustrial property market is
the low vacancy factor in
the CBD compared to the
Johannesburg CBD,”

The Roode report on
property shows in the last
quarter of 1990 the vacancy

"Prime mdustrlal rentals

Net Rand/im2

Log scale
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55

4,0
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81 82 83 84 85 86 87 88 89 90 91
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Graphic: FIONA KHISOH Source; QLD MUTUAL

factor for A and B grade
properties in Johannesburg
was 12,2%, whereas in Cape
Town it was 4 1%, Plstonus
says.
However, Upton ieels
that the office market, like
the other property sectors,
is becoming over-supplied,
with heavier demands be-
ing made by tenants negoti-
ating new leases and re-
newal contracts, .
“In these changing politi-
cal and economie times, it
is difficult to predict what
might happen.

“But the office market

seems to be softening and
landlords will need to take
a realistic view when nego-
tiating with prospective
partners,” he says.

Prime commercial in-
vestment properties are
looking for returns of be-
tween 10% and 11%, where-
as secondary located prop-
erties are fetching between
11% and 12,5%, Upton says.

Despite the cooling off of

the economy, Divaris in-

vestment sales division
concluded R46m worth of

- property {ransactions.

After experiencing a dip
in the industrial sector to-
wards the end of 1990 and
the beginning of 1991, the
industrial market appears
{o have stabilised, with de-
mand inareas such as Mon-
tague Gardens and parts of
the Southern suburbs,

Upton says.

Increase

However, the a\;ailabil-

ity of space is on the in-
crease, with rental levels
from R3m* to R12m* for
premises in the range
100m* to 500m® being
obtained.

“There is demand for in-
vestment industrial proper-
ty, which yields from
around 10,5% to 14%,” says
Upton.
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"1t has been shown from
UK studies that producti-
vity rises as much as 30%
to 40% when staff are relo-

wuL dISU LUL LII0SE Who drive
past or live nearby,”

The onus to improve the
environment seems to rest
with the private sector,

A R NP T 1110 1

Caper in at the start of the
development, -

While this doesn’t cost

any more, it often saves

vast amounts, as the envi-

1he compieted phases
are fully tenanted, which
shows business is aware
these developments offer a
profitable alternative, he
5ays.

Alrode
ALRODE South has
emerged as a microcosm of
the new South Africa, with
a mix of black and white
industrialists, says Inves-
tron MD Allan Goldring,
The township was oge of
the first white industrial
areas to obtain exception
for black ownership under
the Group Areas Act and, as

a mixed society laboratory, .

is further down the road

than most other industrial°

townships, he Says.
Goldring took the initia.
tive in obtaining govern-
ment approval for biack
businesses to move into Al-
rode South, and he says the
experiment is a success,
“Black entrepreneurs in
black townships are faced
with many problems, the
size of premises being just
one of them, with many
having to set up in their
backyards,” Goldring says.

South points the way

The reluctance of white
businesses to deliver raw
materials into a township
or to visit a place of husi.
hess in a black area is ap.
other problem,

Investron specialist
black industrial Iand sales-
man Charles Ntuli says: “I
worked for an i} company
for nearly eight years and
they had a policy of encour.
aging business with blacks,

“In keeping with that, 1
generated business for a

township stationery suppli- -

er, but when I went on leave
none of the white employ-
ees would venture into the
township and the venture
failed.”

However, at Alrode
South, major benefiis ac-
crue to black businessmen,
such as redyceq finance
and inserance rates, disrup-
tion-free environment,
good transport links, prox-

imity to ma and ac-
cess to new ideas in techng.
logy and marketing,

“Unrest has hit black
businesses in the townships
and there is a natura] ea-
BErness to vacate these
areas,

“The publicity surroung.
ing the opening of Alrode
South produced an immedi-
ate response from black en-
frepreneurs, ranging from
panel beaters to distriby-
tors, small too] repairers
and investors wishing to
erect buildings to lease,”
Goldring says.

There are many black
businessmen in the, area,
with investment amounting
to about R2,5m.

Investron runs seminars
aimed at introducing
blacks to factory ownership
and land-related issues,
These are well attended

“Black businessmen are

often knowledgeable in
their own fields, but as in-
dustrial land has pot been
available to them on 3 free-
hold basis in the past, it is
iecessary to upgrade their
know-how,” Goldring says.

Ntuli says black entre-
prenewrs like the idea of
ownership. They under-
stand the benefits of the ap-
preciating market value of
premises,

The white industrialists
in the area have ng objec-
tions to black entrepre.
neurs moving in, with many
seeing this as ap opportun-
ity to do business, sych as
sub-contracting.

“Business offers common
ground and fewer opporty-
nities for cultural confliot
than could arise jn 3 re-
sidential area, for example,

“Entrepreneyrs share
common goals, regardlesg
of race,” Ntulj says,
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Liscount iouse Kisk Management insiitution was adbered to by using
(DHRM), which also handled MS 101,  Mercantile Bank as an intermediary.

“Sasfin will now be able togrow its ~ Mercantile received an upfront, one-
instalment finance business without off fee; said Jacobs. -

resorting to increased equity capital “We see this as an innovative step
or limited bank funding,” said Sasfin, towards. the securitisation of many
MD Roland Sassoon, other types of assets,” she said,
rfs vital (6%
[ . s
Small firfas*vital conomy
THE growth in the number of British | THEQ RAWANA I

small companies to 2,5-million over
the past 10 years had meant that 96%  and challenge the dominance of exist-
of all UK businesses were employing  ing market leaders,” he added.
fewer than 20 people, British Small Sapa reports that businessman
Business Minister Eric Forth said ab Mokgoke said the battle for a
yesterday. etter deal for black businessmen
Addressing Nafcoc’s Nationa was not over despite the events which
dustrial Chamber annual conference~_had changed the “olq” SA over the
in Johannesburg, Forth said this was@ast 30 years, D
“a staggering increase of 378 000 o~ Mokgoko tol ton ce black
100 additional businesses a day”. _~o manufacturers should improve their
“In the 1980s firms which em\ technical skills through association
ployed fewer than 20 people created &y with other businesses and private re-
more than 1-million jobs. In compari-«) search institutions and through tech-
son, larger firms created half-a- nology transfers with other ingovator
million jobs over the same period. usinesses in SA or abroad,
- »“Small firms are an essential part Black businesses should refuse to
of a healthy economy. They will pro- ® remain small indefinitely, and should
duce industrial leaders of the future 3 lobby government for a better deal
by maximising the range of choiceygy and campaign for the creation of a
available through market provision  department of small business.
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Name agg shame

VERWOERDBURG 15 ing t e economic pinch of
its name and there are growing moves to change the
town's name because of the political connotations and
rid the area of its “‘name and shame.”

Most businessmen attending a forum, hosted by the
Verwoerdburg Town Council, on the future of Ver-
woerdburg, last week said the town was losing invest-
ment opportunities because of its name, which foreign
companies saw as being synonymous with apartheid.

But most rightwing organisations - and Dr Ver-
woerd's widow - have slammed the proposed change.

Mr Louis Norval, of the Verwoerdburg Central Busi-
ness District Association said changing Verwoerdburg’s
name. was an emotional issue, but support for a new
name was based on economic realities.

““We are losing many possible investors and devel-
opment opportunities,”” he said, explaining that multi-
national companies would not even allow the name
**Verwoerdburg'’ to appear on their letterheads; they
preferred to invest in towns like Midrand instead.

Norvai said the CBD Association had conducted a
pell on the issue among local businessmen at the end of

of Verwoerdburg

last year, and 50 percent supported a name-change.
The other 50 percent were either opposed to a change,
or did not have an opinion.

Mr Dudley Pound, also of the CBD Association, said
a change of name would be in the interests of Ver-
woerdburg, especially its main business area.

Mr Reg Edwards, of Stocks and Stocks, said he sup-
ported a name-change from a ““’practical point of
view™, as this would ’be good for Verwoerdburg””.

Town councillor Mr David van der Bijl sdid Ver-
woerdburg ‘should have a name that did not have
*‘political connotations’’,

“We are losing business and playing second fiddle
to surrounding towns,”” he said, adding that the naming
of the town ‘in the late Sixties had been an **historical
error’’;

The town’s council had chosen the name
*“Doornkloof™”, but this was rejected by the then admin-
istrator of Transvaal who named it Verwoerdburg in-
?tge;g after the assassination of Dr Hendrik Verwoerd in
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THE re-organisation .and un-
. bundling .of retail giant Trade-
. hold has-come under sharp criti-

+ecism from
e ..E.mWoEmum.
These mvwwmwoﬁmwm contend
that the unbundling process
3;Which includes the conversion of
mmvmbgmm into ordinary shares
il prejudice them.
ww The Tradehold directorate
zsconsidered it a Epmpngnvﬂmwm.
ytion of the facts.
i oy In the current share .capital
o-Sifuation, Tradegrofhas 68m is-
A...mﬁm@ sharés — 54.¢ 6% of which
are owned by, Tradehold., San-
nWow.% in‘turn.owns 73% of _H.Hm&m-
o

B»do:nw

There are two lots of deben-

”mE.mm to be converted on a one- -

for-one basis in Tradehold —
22,7m shares with an additional
8c cash for every 135¢ debenture
and 65m with an exira 5¢ for

‘every debenture of 103c.

* Tradegro’s debentures with
67m shares at 150c in issue are
84% owned by the Sankorp/-
Tradehold combination.

A_w_m oa_umu. set with 49m in

‘issue is 13,6% held by Tradehold

and some 67% by institutional

’ ,m.=5m-

The dispute by minorities in-
volvés the “controllers™ giving
themselves a bigger slice of the

assefs, through the conversion.

.

These debentures m?EE on.
have been converted inté shares
after attaining a certain taxed
profit (based on a complicated
formula), which has never been
achieved, they said.

m.uu.ﬁrmﬂ. some mingrities paid
woon a shave for preference
‘shares in Tradegro which failed
to live up to expectations and is
at a current market price of
about 165¢c a share.

Those debentures mmmnm& at
150e, however, are néw valued
at 231c a share. ;

.-This ig so, because on conver-
" sion® and with the :bvcﬂmumm
Meétro, Cashbuild and Premier
stakes .[-.m> works out to an 81c
premium’ 6n the ‘débenture
price.

urin

But Tradegro’s muwummwm di-
rector Bill Chambers mm:w that
all financial statements®f the
group were organised to include
the mb_%.m__ﬂamm effect on con-
version.

“A careful perusal of the docu-
ments would show that there
has been no change in the hold-
ings in the Sankorp stable, be-
fore and after these debenture
conversions,” he said.

Chambers added that deben-

-ture holders were giving up a

guarenteed 13%- interest ﬁw%-
ment, for an unpredictable in-
come flow through a share hold-
ing rather than the debt

. Ebwgﬁmﬂ»m.
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By ELIAS MALULEKE *' - ° %‘%"‘3;

A MESSINA shopkeeper and former ||
CP member shocked townsfolk #hen -
he joined the ANC late Jast year, ™

Today his shop Is the only in the
conservative town exempted under the
hard-hatting 16-day-old consumer boy-
cott.

“I have seen the light and thete is no
ground for looking et people with dif-
ferent skins as inferior We are all
human bemngs,” said AD Nienaber, 8
Messina farmer and businessman who
defected from the Conservative Party
to join Messina's Nancefield township
ANC branch,

Nienaber is 1n his early 60s, frail
and a chainsmoker, but he has un-
leashed the wrath of rightwingers who
are rallying against him.

He is the first known white person
from the conservative dorpie in the far
northern Transvaal near the Zim-
babwe border to sign up with the
ANC.

Rightwingers in the town are pour-
ing scora on him, and last weekend his
house was stoned.

Nienaber told City Press he was not
concerned about threats to his life, but
feared that too much media exposure
of kimself and his business could hurt
Nancefield residents.

“The change of attitude against me
is not important. My real worry is that
the rightwingers have started going
around telling farmers and distributors
to stop supplying me with goods, and if
the locals cannot get essential supplies
their cause will be lost because it will
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In Massina the streots are so quiet due to the consumer boycott that one can hear the flios buzzing accross the road, a shopkeepertold
City Pross. One shopkeeper, howaver, has bean exemptod. He ls former CP member AD Nienaber, 80, who Jolnod the ANC last year.

break the boycott.”

He was already unable
1o purchase some goods
for his business due to a
“counter™ boycott.

A former Nationalist
who later joined the CP,
Nicnaber joined the
ANC late last year after
doing some *'soul search-
ing™ concerning the ha-
tred he observed blacks
directing towards whites

Nienaber said he had
been serving Nancefield
residents for apes with-
out any problem, but his
shops were also baycot-
ted along with those of
other white businessmen
when blacks launched a
another week-long con-
sumer boycott last year.

1 was snubbed by the
psople amd asked them
why, because they have
always been friendly and
supportive. They told me
many grievances which I
did not know existed.”

Nicnaber said he rea-
lised what apartheid was
doing to people who suf-
fered under it, but his
¢yeswere finally opened
when he had financial
prablems and started Ios:
ing his businesses.

Said Nienaber: “I was

‘Al that buzz

By ELIAS MALULEKE © "‘m\bw Thelr arrest and that of

AN INDEFINITE consumer boycott
in its 16th day has crippled businesses
in CP-controlled Messina, and unless
detained community leaders are re-
leased by today, the northern Transvaal
town, will seffer & sevenday work
stayaway as well.

This ultimatum was issued at a joint
meeting of the local ANC branch, the
Messina Civic Association (Meca), the
Messina Action Committee (Mac) and
representatives of teachers” and stu-
dents' bodies in Messina’s Nancefield
township on Wednesday.

Senior members of the ANC, Mac
and Meca were detained under Section
50 of the Internal Security Act last
Friday and Saturday, Their arrests
have been linked to the boycott.

They are the ANC's Jacob Mata-
kanye, also director of the Messina

Advice Office; Rev Lesiba Matsaung

(Meca), Portia Kundhlane (ANC),
Abel Dube (Mac); Abram Leruli (Me-
ca/ANC) and Samuel Ramabulana
(ANC).

Matakanye, Kundhlane and Leruli
are members of the ANC monitoring
group limising with the police in
Messina.

b
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Guths has
also sparked a school boycott in the
township. Some of the detainces are
teachers and students.

The youths were rounded up ecarlier
in the week and charged with intimida-
tion, and on Wednesday police arrested
Rev Matsaung’s wife, Georgina, and
charged her with intimidation.

Matsaung was granted conditional
bail of R300 when she appeared in the
Messina Magistrate’s Court this week.
She must report to palice twice daily at
6am and 6pm, The youths, ranging in
age from 14 to 16, were refused bail.

The cheirman of the ANC branch,
Jack Mokobi, said the consuwmer boy-
cott started on June 1 a3 a symbolic
protest to force Nancefield Town coun-
cillers to resign, and for the ending of
grand apartheid in Messina.

“The boycott will show the powers
that be that the ANC and the commu-
nity condemns the continued detention
of members of both the clvics and the
ANC. We demand that they be
charged or released,” he said,

Mokobi said the police role in detain.
ing and “harassing” leaders and the
community was a clear attcmpt to sup-
port “discredited” local authorities and

Jack Mokobl ... this is not what
Viok and De Kierk promised.

the maintenance of apartheid in the
town,

“The police action negates what
(Law and Qrder Minister Adriaan)
Viok terms: ‘the a-political role of the
SAP’ and (President FW) De Klerk's
claims that an atmasphere of “frce po-
litica] ectivity has been created’,” he

here are the flies’

said.

Businesses in the town are reeling
from the effect of the boycott, Not one
black person has been seen entering any
of the businesses, except that owned by
ANC member AD Nienaber

“The truth is, it is so quiet you can
even hear e fly buzzing across the
streel,” said one shopkeeper.

The gricvances that led to the boy-
cott and the demand for councillors to
resign include;

M High services charges;

B Favouritism in allocating houses;
W The installation of the electricity
coupan system in houses without con-
sulting with the residents;

B8 The demolition of backyard shacks,
M Whites running businesses in the
township; and

H The employmenis of whites in the
local administration offices while many
blacks are unemployed.

City Press was unable to get any
member of the local council to
comment.

However, in a pamphlet distributed
in the township in response to the claims
against the council, mayor MJ Chauke
said all complaints were unfounded.

losing  businesses  left,

nothing to help. Instead
they were the first to
rush to buy mv livestock.

right and centre, but my
own white people did '
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break the boycott.”
He was already unable

to purchase some goods ‘

for his busmess due to a
“counter”” boycott.. -

A former -Nationalist -

who later joined the CP,
Nienaber joined the
ANC late last year after
doing some “soul search-
ing” concerning the ha-
tred he observed blacks
directing towards whites.

Nienaber said he had
been serving Nancefield
residents for ages with-
out any problem, but his
shops were also boycot-

ted along with those of

other white businessmen
when blacks launched a
another week-long con-
sumer boycott last year.
“I was snubbed by the
people and asked them
why, because they have
always been friendly and
supportive. They told me
many grievances which I
did not know existed.”
Nienaber said he rea-
lised what apartheid was
doing to people who suf-
fered under it, but his
eyes’were finally opened
whet he had financial
problems and started los=
ing his businesses.
Said Nienaber: “T was
losing businesses left,
right and centre, but my
own white people did
nothing to help. Instead
they were the first to
rush to buy my livestock,
businesses and premises.
“I was on.my own, but
Nancefield residents ral-
lied around and support-
ed the one store I had
left. They lifted me out
of heavy financidl diffi
culties and siow it is my
turn to thank them and
the only way is to identi-
fy with their cause.
“When'I was asked to
join the ANC, I did not

hesitate to-sign on the

dotted ling, because first-
ly, the ANC is--un-
banned, secondly it is a
political party and third-
1y, this is a free country -
or iswtit™ - =

Asked what his wife-
and other family mem-
bers thought about. his
ANC memberskip,
Nienaber said they had
the right to think right or
wrong of him, but he
knew his own destiny.

“The truth is, every-
one has the right of affili-
ation in a democratic so-
ciety and if they want to
stay as they are, it is fine,
but 1 have chosen the
way forward
Amandia!”
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