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‘GOVERNMENT plans
to accelerate privati-
satilon of toll roads in
order to speed up the
building of other toll
roads and reduce the
Nationali Road fund
debt of R2,7-billion.
This will help reduce
the budget deflmt, likely
to be more than 7% of

GDP this year,

Malcolm Mitchell, de uty
director-general at the De-
fhartment of Transport, says

e process of pnvﬂtisatmn ’

will nut be delayed for fear

§ that 1t might be overturned

by a future government.

“It 15 1n the mterests of an
future admimstration to pri-
vatise the roads because it
reduces the tax burden on the
State,” he says

 Work on the Harrismuth
bypass and Vilhers-Heidel-
berg section of the N3 and the
Nl? between Krugersdorp
3115—

c;:f Recause of lack of

Fim Heiween Rd-billion and

R5-billion is required to com-
plete these and other toll
road developments, Because
of funding eunstramts these
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road developments may [ able. éﬂiﬂpared with I}IZ

be com Ieted towar
end of the decade But pri
vatisation would speed up

. million in1991 3 AR S

« Most of this " R78.5mil-
o | P{] }iun ——nwas collected. at Ehe
Ahout R4 5-billion 1S fes f h"a“r,,n:.fbmkmani'sdhﬁt;ﬁii on
ear to malntaln _the N3, A further R50,9-mil-

all SA’s ruati; but only R23- huun was collected by the four
billion was made available | ¢qp plazas on the NI o

by gwermnent last Fear P a:“hmve toll plazas ‘on the Ni -
~ £and N3 are man aged by Tol- %

"
“eon, a toll road compan
Grant o }whnse major shareho derg

through a combmation of ,Group 5 and Grinaker. "y
Joans from the National Road | ite siightly lower traf-
Fund and mone and fic volumes revenues were'
capital markets, whi Ql&% higher jn 1992 because of
repatd from toll fees. The toll-fee  increases and the

F receives a grant of ' vommissioning of new foll

about R550-rmillion a lazas
fP The total J'humber of .

from government. *
The NRF had paid nut vehicles to pass through al
lazas in 1992 was 41,2-

R1,2-billion for toll road de- - ;
on, 15,8-rmihan of which

velopment by 1991, the latest
pertod for which f.igures are were ranurded at the N1 and

available These funds are ° N3 plazas. e N
used to build both national '+ Toll fees are set at around
and toll roads. . 1 60% of cost savings on use of

Toll fees collected at the [ toll roads as opposed to alter- *
country’s 16 toll plazas was . native routes The costs in-
R145-million in the year to ' elude wear and tear on the '
March 1992, the latest period

for wluch figures are avail- Tolcon managing director

SA falls

A MILLION rand, 13- tﬁ

tential in-

long probe into
y multina-

vestment in SA

tional corporations found no .

evidence of any plans to inject

1] funds into the country

Not one of the more than

'l 100 multinationals given pre-

sentations on SA as an 1nvest-
ment p regarded the
country as a swuitable home
for their funds at this point.

The research and subse-
quent briefings ‘were’ condue-
ted by British researcher Dr
Tony Cadman on behalf of the
Cahfornia—based Institute of
Management Resources,
which ts a long list of
multinational clients such as

| Ford and Chrysler :

Jnyestors’ test "

levels nf management and
By CHERILYN IRETOR quauty control, “sA cannot
“The presentation of the

tompete with many coun-
tries, Dr Cadman found. .

massive data bank on SA was

not a happy experience,”

% Multinationals that had in-
vestigated the possibibity of

says Dr Cadman. “None of

the big firms found SA even

remutely swmtable for invest-
ment against the countries
like Mexico and Argentina,
which are competing for
funds, SA apparantly does not
seem willing te-eompete.” ﬁa.-;;-rm Py ot 4&-%&!.,.
#1% Queatmnﬂ of the ANG's atti- '+ “They -found the--lahour
tude to nationalisation, ur- laws hopelessly biased to the
l:ipmess over exchange con- workforce, which has the low-
and uncompetitive tax est nctvity profile we
rates emerged at all the pre- could find Without a suitable
septations. work ethic SA cannot hope {o
On 1ssues l','if prﬂd“Ehthl draw investment,” - _g t Al

opening up afﬂminSAhad
been utntfh

viol d d
“mfrfama msm2 mi

eummit themszelves {o coun-
iries that have strong curren-

toll “rba
lrive

» travelling

:n*"*w“l*

vehicle and fuel «~ =¥, " *:.-L lf.h

O

1
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e

L T2

Peter Erasmus says privati-
" sation will not result in high-
er tariffs because of bult-n
- controls.

"« “Under the previous con-
cession, we were not allowed

" to increase toll fees beyond

75% of the cost savings of
using toll-road routes. This
same system could operate
in future Furthermore, all
toll increases are subject to
ministerial approval.”

«Mr Erasmus says there
were 5% fewer motor cars on
> the N3 and N1 in 1992, but 8%
- more trucks. An average of
40 000 vehicles pass thruu

F "
Tﬂll reads are financed , are Murray & Roberts, fTo!consﬁveplazasun the

+and N1 each day (a vehmle
from Johannes-
burg to Durban would be
counted several times) He
says road traffic 1s projected
1o increase by between 3%
and 9% a year

v It costs at least R4,5-nml-
linn to build one kilometre of
highway, excluding the cost
of expropriating land

The commuttee appainted
by government under the
chairmanship of Joop de
¢ Loor to lnvestigate toll roads

*is expected to report later

this year
Sense

The national road network
was thrown into crisis when
overnment withdrew the
's levy of 10c collected
on every litre of fuel sold in
1989 Road development and
upgrading was slowed or
halted through lack of funds
Tolcon managing director
Peter Erasmus says the gov-
ernment has no alternative
but to privatise the toll roads
in future
+ *0n a privatised basis, we
would 1mtend raisin uapltal
for new road developments
on the capital market and
roads would be bwilt on a fast

frack basis. But the.roads

would'have to _make com-
mercia‘ingeuse.“

He says a real after-tax re-
turn on investment of 7,5% is
required for new road devel-
opment.
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Finance Staf @

Standard Bapk has con-
tinued 1ts expansion in
southern Africa with the
opening of a new bank 1n
Madagascar last week.

The bank, Umon Com-
mercial Bank SA, is a
joint venture between
Standard and the Mauri-
tius Commercial Bank.

Standard says the
bank will concentrate on
providing letters of cred-
it, foretgn exchange and
related financial ser-
' vices, mamnly to business
customers.

Standard Bank last
year acquired the Afr:-
can operations of ANZ

Grmmdlays  [{f{{23 -




{GFSA to embark on joint

T o o i ;w llH?)
mining.ve ture in Ghana
By Derek Tommey v

n its interim statement,  contmnue to be depressed mn the
GI'SA says 1t has declared an un- short term. As a result the
Gold Fields of South Africa changed mterm dividend of 70¢c group’s earmngs are expected to

(GFSA) 1s planning to mne gold a share, which absorbs R67 pul-  remamn under pressure.

in Ghana 1n a joint venture w ¢h,  lon . GFSA had net current assets
, 1 of R508 mllion at the end of last

Newmont Miunin of the US Income from investments 10
& the six months to December December (R558 million at the

GFSA says that exploration  dropped from R123 Citlion to  end of last June and R547 mulhion

| rights in Iifﬁpect of mang con-  R115 muilion, while mcome from at the end of December 1991)
%essi:nns Gleld by Prestea and fees and other sources fell from GFSA has large spvestments
| Tarkwa toldfleldﬂ have been  R108 milhon to R104milhon N aold shares, and the declne 10
| awarded to an offshore subsidl-  However, 1t made R4 mullion gold shares prices last year must

ary (ml) on the realisation of invest- have been a major contributor to
«an imtial due diligence mves- ments. the drop in the market value of
tigation of these extensive prop- Gross mcome was R223 mil- the group’s portfolio from

erties, which includes an evalua-  lon (231 mullion), while expend:- R7,6 billion at the end of Decem-
tuation of the medium-term via- ture was R87million (R77 mil-  ber 1981 to R6,97 hillion at the
bility of the existing MInes, is  lion), producing a pre-tax profit end of last June, and R5,8 bithon

nearng completion.” of R126 million (R154 milhion)  atthe end of 1ast month.
Negotiations are in progress and a taxed profit of R124 mil- Net asset value of GFSA
with Newmont for a 60-40 joint  lion (R139 mllion) shares last December was 7 706¢
venture 15 respect of the conces- The directors say they expect (9 038c s1x months earlier and
S10MS. the world economy as a wholeto 9 784cal the end of 1991).
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“JCI ‘e)ipﬂ}[gglﬁ;,if21;1(%"5 Zambian

4+ JOHANNESBURG Consolidated In-
- «vestment Ltd (JCI) said yesterday 1t
~ was waiting for clarity from the
* «Zambian government on privatisa-
s t1on of Zambia Consolidated Copper -
Mines Lid (ZCCM)
uwt ot Asked if JCI was interested in in-
a gryesting in ZCCM, which Zama plans
.+ .£0 denationalise, a spokesman said
the company had recently opened a
small office 1 Lusaka “for general
exploration work”.
- “Any potential interest 1n existing
mines will not be pursued until there
18 clarity with respect to the Zamhian
« government’s ‘attitude to privatisa-
- tion,” he said
JCI 15 one of a group of mimng

looking at mvesting or In-
creasing their jnvestments m Zam-
ban industry, sources say

The Zambhian government, which
owns 60,3% of ZCCM, has said the
company needs medium-term fund-
g of $2bn 24 | ]

Mining analysts say one of the
main problems facing potential n-
vestors 15 that ZCCM has grown too
big and unwieldy

“It will need to shrink before 1t can
expand agamn,” said Trevor Evans at
Deloitte Haskins and Sims 1n Lusaka
“Private owners would get rid of 1n-
efficient areasg ”

“There has been no money for un-
derground development or explora-

Investments

) i
tion for many years,” said a mining
executive who did not want to be
named “The result is that they could
run out of mineable oré in 15 years
unless new development takes
place,” he added

Analysts said the richest known re-
mainmng reserves on the copperbelt
were at Koncola and Nkana, with an
estimated life span of 50 to 60 years,
but that major new shaft systems
were needed to develop them

“They need half a billion dollars at
Koncola alone,” the executive said

He said the Kabwe division had
been runmng at a loss for years but
had not been closed because of politi-
cal pressure to save jobs — Reuter




WITH the possibilities of foreign in-
vestment opening up In SA, a pre-
requisite is that the investor be pro-
vidled with financial statements
which are fully equal to those avail-
able to him 1n his own cap:ital
market.

Equal in this sense means compar-
able as well as equivalent in terms of
relevance, rehability and under-
standability. This places a responsi-
bility on our national standard set-
ters to keep accounting standards at
least within striking distance of best
international practice, and on our
companies to accept the cost and
effort of contributing to the stan-
dard-setting process and of comply-
ing with its output. Local mvestors,
of course, also need and benefit from
a programme of contanuous im-
provement in financial reporting.

Mercifully, some leading nter-
national capital markets, including
London, do not impose their own
national accounting standards on
foreign companies whose securitles
they list In the US, however, the
Securiies Exchange Commission

Ebmbomm_ statements re

o 1)1)93% @%

demands that noEﬂmEmm seeking
equity finance through the New York DOUG BROOKING

Stock Exchange comply with the
very demanding standards of the UsS

wmnmh.ﬁ Accounting Standards
oard.

Perhaps SA, along with other
countries seeking future access tQ
the vast US capital markets, will
m-_ﬂn a -._____wﬁm Ww the mnm-wnmmmnma ﬂm Enm -

ernational Accounting ards - :

Committee (IASC) which is engaged rmﬂ-ﬂﬂmﬁ&ﬁ%ﬂ% ﬂm SA com-
in a determined effort to achieve m_bmunﬁmwuﬂw a new and more open
rroatona rcoghionof st *“@fven (e growng interatonal
border capital raising. Three of our %Mﬂﬂ%_mmw_mmgﬂmw moumnn M%%M___wﬂ Emn

: - c g to
leading companies — AECI, Barlow involve ourselves in hoth nter-

Rand and SAB — already isSu€ - ,a4i5n7) and parochual standard-set-

financial statements which comply 4.
: . rocesses, SA accountants ma
with the international standards, as ﬂmm s persuaded ~that oy

does Minorco. More will follow. practical approach is for our com-

Thanks largely to the exceptional  pamies increasingly to adopt interna-
degree of goodwill which exists tionalstandards,and to phase out the

among members of the accountancy
profession worldwide, SA was able to
retain its position on the IASC board
throughout the sanctions years. Our
experience and close mnternational
connections in this area should pay

Uuirc

local standards excepi where over-
nding and unique objections prevail.
Most affected by such a change o
policy could be our mining groups,
which have long pursued an original
and independent route in reporting
for single-venture, wasting-asset sit-
uations such as the gold mines.
Producers of financial reports for
international consumption will also
find value and perhaps even inspira-
tion in a new publication, Financial
Reporting in the 1990s and Beyond,
issned in the US by the Association
for Investment Management and Re-
gearch (AIMR). This study takes a
penetrating look at several current
disclosure practices which, from a
user ﬁmammnmqm_ it finds wanting.
Unsurprisingly these include ac-
counting for goodwill and other in-
tangible assets, the use of valuations
on the balance sheet, segmental data
and the income statement in general.

And all company directors acca-
sionally need reminding that, in the
words of the AIMR, “users of finan-
c1al statements are also the owners
of the enterprises being reported
upon, and it 1s the users, who In
addition to receiving the henefits,
ultimately bear the cost of providing
financial reports”.

Looking further ahead, investment
analysts are already pointing out
that the globalisation of asset man-
agement requires that financial data
on all ehigible investments should be
totally comparable and consistent —
suitable for incorporation 1n a gigan-
tic database through which analysts
and global portfolto managers can
search and sort at will.

Then at least we may be able to
talk about accounting as a universal
language of business.

Brooking represents tha SA Insti-
tute of Chartered Accountants on
the IASC board. The SAICA will
present its annual CA reporting
award next month.
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" PLATINUM and rhodmm demand for

autocatalysts 1n Europe in 1993 could 1n-
crease by 25% compared with 1992, says

Rustenburg Platinum marketing and plan-
ning director Todd Bruce.

He was reacting to a report 1n Business
Day that platinum demand might not re-
ceive a boost from European legislation
requring all new cars to be fitted with
autocatalysts from January this year

The report said according to analysis

| most new cars had already been fitted with

autocatalysts by August Iast year and that
latest information mdicated lower car

sales 1 Europe. £/t~ 2/ 2[{93
Bruce said of all new cars sold in Europe
during 1992 only some 60% were equipped

with autocatalysts.
 “Tt 18 estimated that durmng 1993, the

ﬁ BUIIdlng bloAq Y213
1N NEW

and Fedlife

FEDLIFE 1s to take up a R25m debenture
issue by the EP Building Society, which
will further entrench the relationship be-
tween the two organisations, a jomnt state-
ment said yesterday.

EP Building Society CE Trevor Jennings

| said the debenture issue would provide the

building society with a source of secondary
capital, and heralded a strategic change of
direction on its part.

“The debenture 1ssue will be made possi-

| ble by an amendment to the Mutnal Build-

ing Societies Aet, which should be promul-
gated 1n February

“This will enable the EPBS to generate
profits 1n line with the banking industry

| and close the gap between ourselves and

commerctal banks.”

Fedlife group CE Arnold Basserabie
saxd it was natural that Fedlife should take
up the issue, as a mutual synergy had
developed betweeen the groups since 1988,
when Fedlife formed an association to

| offer its hife products to EPBS chents

Jenmngs echoed this, saying the issue

Talks on Dabi’s sale continuing

JCI cash shell Dabi Investments chairman
Martin Cross said today negotiations were
continmng with potential buyers of the

company B(0A) 21210 e

portfolio, with the exception of 1,82-millon
Consclidated Metallurgical Industries
shares, which were distributed in Novem-
ber as a divadend in specie of 40 CMI shares
for every 100 Dabn shares.

The company declared a special divi-
dend of 787c a share at the same time

Cross said the company as a cash shell
had a valee of about 200c a share

Results for the six months to December

e

percentage of cars sold with
will increase to 85-90%

“The amount of platinur ane
consumed 1n autocatalysts m Eurcpe dur-
ing 1993 could thus increase by some 20%
compared with 1892, taking into account
the possible overall reduction m European
car sales this year and the ear size distri-
butions in each country.”

Todd said the platinum market was cur-
rently characterised by significant pres-
sure on physical metal snpplies. Platinum
in the form of “sponge” — the usual form
used by industry — was in short supply

“In addition, platinum borrowing rates
are at 4,5t0 5% a year, levels which further
indicate the relative tightness of physical
metal availabilities,” he said. ~ °

Socie
lin

would give Fedlife a seat on the blding
society board, and see the building society
give preference to Fedlife products.

“In fact, if the EPBS ever decided to go
the equity route and become a deposit
taking institution, then the Fedhfe group
would be very favourably placed to take up
a strategic sharcholding in the EPBS.”

Jenmnings added that “the new legislation
allows more flexibility in the changing
financial services environment, and puts
us 1n a posifion to restructure”.

Plans were “well advanced” for the
society to move in the direction of a gener-
al mortgage bank. This included moving
away from retail building soclety services
in all provinces except the Cape

In addition, the installation of a new
computer system, and a thorough review
of the bulding society’s work processes,
required a re-assessment of its staff needs,
Jennings said

-—

]

31 1992, showed after-tax profit had de-
chmed margmally to R1,07m compared
with R1,16m in the same period in 1991,

However, the extraordinary item of
R33,9m and R11,7m from non-distributable
reserves, had boosted distributable profat
to R48,7m (R2,22m)

The company’s shares were suspended
on the JSE and London Stock Exchanges
last November, and the directors have a
period of eight months from the date,of
suspension to realise the residual value ‘of

the company.
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= "Syfrets Disa Fund

- ;{7 LnpA ensor ( 220

J:',

S A
~ CAPETOWN — Assets of Syirets’ offshore umt trust, the
. Tsle of Man-based Disa Fund, have grown to R37m from
R21m 1n the past three months, and with an additional
R8m commitited will top R45m by the end of February

Syfrets senior GM Simon Steward said yesterday
recent mvestors mncluded clients resident m the UK The
mamn reason for the increased fiow of funds was the
reduction 1 the cost structure to 15% from 1,9% of
assets under management T% ﬁ':r/’mnued strong mnvest-

ment returns, he said ’f ’ ?/IQ?) b

Disa allows offshore investors to Invest i SA glits

through the financigl rand, |
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OVCON, based - {*‘Z ?5 {ﬁ% ” it a

a ‘con- X Tiake

struction grotl diversifying * ﬂ . TP A ﬁble’oﬂ!;lﬁfmlfeo}- w{nes and spir-

its operations and has registered - bmfen.ed. m@* ﬁ o n;;u " e gald, e, e

and established a fully o ratlun- » '\ We are lookmg o ;%ﬁ 1mu;,;r e had formed a partuership

al branch in Abu Dha i in the involved in the type of 3%91 two senior government officials

United Arab : > ~ - - wehave traditionally handled Ao Im% of the stringent require-
“The continuing dowuturn in the % put are also looking t0 S “cf ', my t fequire any foreign com- |

local construction industry has  local company that has produets " pariy to have reputable resident spon-

forced us to look for additional oppor- - consider marketahle in thé*‘ﬁlddle sors who, by law, have to play an
tunities abroad to boost mcome and * East” Thomas said, ;%% 2344 ¢ :-% ] active part in the business. <~
keep our “staff h‘lﬂﬂﬂmgfﬂll&' # +The potential for the-_f& “There had been good Iocal mterest
employed,” said executlve director t+ side could be greater than that of the - but manufacturers wanting to com- |
Jimmy Thomas. K *s1 construction side and “considerable” pete in this market had to be inter-

The company had dy taken “attention” was being paid o/it: Th&.ﬂ natlunally “‘tompetitive in terms of
offices, employed ' local “gtaff and . first tender was in, the process ﬁl Erice, quality and service, he said. -
transferred director Peter ‘Groenhof * being submitted for a 19-storey cen- “#Qveon will also be more than will-
to run the operation. '\ «» tral city office bnﬂdinggwl%lagalll& . ing=tm o into joint ventures with

“It is too early to say what sort of ¥ of more than RS0M. ., &% B2 ., > other,, SA ‘construction companies
revenue will eventuaily be generated - “We have already, made: m&:t % Iool:ingto bemme mtab]jshed n the
from this operation, but we hope it “witha British- hasedmngr&pwithug mddIeEas%;ﬂ PR OO
will make a reasonable contribution : stores throughout the Emirates and.@_q;ﬁq} “We have also established a rela-
to group profits,” he said. - r «the Gulf to sell wine from five Cape : tionship with a company that special-

The initial capital investment had -‘estates, but no order has. 33 beesr ises in marketing SA products over-,
been “quite &'ﬂlﬁﬂ" but this would freeeived. st , seas and. are looking for any product,
increase once contracts wereinpiace | - * -“Although Abu Dhabi iﬂ ‘Muslim, that can achieve a high turnover,”
and working capital needed to be the large number of expatriates Thomas sald. :

Lo
#——_—w—-——-— .u
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———COMPANIES
JCI postpones 1

JCT had postponed the release of 1ts inter-
m results, which were scheduled for re-
leage yesterday, until next week, JCI
spokesman Amelia Soares said yesterday
- Soares rejected media claims that the
delay in the announcement of the results
had ;anything to do with JCI's expected
acquisition of part of UK-based Johnson
Matthey, one of the world’s biggest produc-
 ers of platinum and platinum products
' Soares saud the announcement of the
results was postponed because JCI chair-
man Pat Retief, who normally made such
apnouncements, was out of town:
“He has been out-of town all week We

ease, 9f results

472793 - |
omes back The delay would have nothing

to do with Johnson Matthey,” Soares saxd.
Qoares said the results would be an-

nounced exther on Wednesday or 1 ursday
next week '2,2%
JCI recently confir it had been-1

touch with Charter Consolidated and John-
son Matthey n the UK simnce Charter an-
nounced plans to sell 1ts 38% stake in
Johnson Matthey

The 70,9-million Johnson Matthey shares
Charter wants to dispose of are worth an
estimated £360m and financial analysts
have said JCI might sell 15 mterest 1n the
CSO to buy Charter’s stake in Johnson

Matthey — AP-DJ

thought 1t would be,proper to wait until he

——
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UAE offers tax-free *o_._.c:.h.mmmom to

ABU DHABI — The®United
Arab Emirates (UAE), keen to
lessen its reliance on o1], has
urged 1{s new economic partner
South Africa to provide technol-
ogy by investing in 1ts burgeon-
ing industrial sector. |
. A UAE delegation made the
| at an economic conference
t held during a five-day visit to
channesburg
The delegation, which re-
turned on Saturday, was the lar-
gest Gulf business mission to go
to South Africa since the region
informally ended long-standing
anti-aparthetd sanctions two
years ago

A ————r

It was headed by a member
of the ruling family, Sheikh
Ahmad ibn Saif al-Nahayan of

Abu Dhabi civil aviation, and
included more than 50 other of-
ficials and businessmen, ac-
cording to the national news
agency WAM f -
«Our country has made large
strides in industries,” deputy
chairman of
chamber of commerce and in-
_ dustry, Mohammad al-Fahim,
. told the conference, attended by
. more than 1000 South African
businessmen ¥ £
«But we still feel we need
more investment in the indus-

the Abu U__.murmfnﬁgmm. A

—fAr~ m...UL

trial sector There are great op- ducts.
portunities for South African
companies in this field.”

The UAE has launched an 1n-
dustriahisation drive in its bid to
diversify from o1, which pro-

. vides the bulk of its income. It
has also joined other Gulf oil ~
| producers in seeking Western

" technology to expand their in-

the Umted States, France, Brit-
ain, Germany, South Korea,
Taiwan and other industrial na-
tions have opened distribution
and manufacturing centres at
Dubar’s ._m_uﬁ Al free zone,

i Authorities have urged more
- firms to join the zone and set up

An average one E:Eu&n&u ﬂ?:mml& Enjuﬁmm.

rd

-

hUu‘ the UAE into the industrial R businessmen the UAE had be-

| sector over the past decade. In- come a ma i €
i -ade. . jor transit céntre for
_” nnmnwmm mmn—:nm aluminium, ce-. * goods, re-exporting to large
ment, chemicals, paper, gar-. .. markets such as Iran, India,
ments, food and other hght pro- ~ Pakistan, and Saudi Arabia.

f lars a year have been pumped %% Fahim told South African

lllllill

—_—

Several firms from Japan, ‘

_ He also said the UAE im-
posed only token customs tar-
iffs on umports, ranging be-
tween one and four percent
“There are no restrictions on
currency and profit tiansfer m
the UAE, and there is no inten-

tion to impose taxes,” h¢ satd.

WAM said e rad, inyited"

South African companies to.

participate in an iternational

fair in Abu Dhab1 in April, More

. tham £?u_., f&ﬁ-ﬁm firms

ﬂmﬂmm? he m:mmﬁrm le East

+ exhibitian i Eﬂ emirate of
Dubaiylast Qclobers: Sapa-
AFP. ar- o sone =

IIII|I|I|




"I d AR aZva e I

B o T
J}Hﬁlﬂm
INT ye
In érnationa
General Cons

ﬁegwm%m
iween G
flfjﬁ ’*tﬁau
c

rnupjiv?e |
rlﬂllﬂ-!:tﬂ sed §

on.This |
Jdorgeht

petit]
E‘Irqpefgﬂ
up,. Who heat th
ut not q :

REXs on price, b

The 18-storey
was the largegt
awarded on ff ﬂ
wouid kave a
ea of 18 000m",";
nt parking,
banking facilitjes
Commercia] bank h

Two Group Five

p
Morris lle the
njunction with Geng;n] Ch
tartinmrediite

Iy&
¢office :block
vgm ock

w JF}_,
i
Rross internni

‘and corpora :
ell the State § -1
quarters,
l_;uﬁaﬁgna!
~ would handle ;hteal

! %Pngk Was to s

r
o -
5! _q'-
- -
a
_ L
T

1 floor ar
baseme

com>- |
ect fn
ctign.

it

o

nstry

&£
)

iy
LI S .
[T ¥

I?Hﬁ'-' ﬂf{:ﬁ'ﬁ 4 |
1

FOETTE Ll

i
rea

A



-f Land

(L
"'"?,:F'- +30, ] o L - 7] el i LY

o i ‘.‘ 1 - —t v T Lk
t
1 L3 ] et I L EE Tkl Y, 2 R
'Fk" e tr ' ‘R 'i*- LN II
SRR RN TR ANKSAEX TENIEHEIR: EVWWORKKSTNA
MR B AN X NDEHEI:INEE S
i L 1 & -2 S, - [l. 1 J' !‘.!u..iq-;"1
#%'F‘TP“J;‘HL ;w towda “ * v L e o T N - i il s o b g
éﬂ.li’kt:[-l; m‘:"ﬁﬂfm&m&—dﬂ‘— L \ - I pa1 A o arlis s s Y : TR 3 T N e "-ﬁ-— e

MANY South African com-
panies have burnt their fin-
gers moving mto Britain for
the first time because they
have misjudged how 1ts bank-
ing systern works,

David McDonnell, national
managing partner of Kessel
Femstein’s associate Grant
Thornton UK, safs that while
the situation 18 slowly chang-
ing, British banks much pre-
fer to lend on the secutriy of
assets, particularly property

They take less account of
potential mncome flow — an
area 1t which they are less

|'ll'

i o s

vious implication of lending
against property values 1s
that, if the company’s proper-
ty values becomes weak, the
banks become nervous and
withdraw support,” says hle-
Donnell

Waiver

“When that attitude 318
combined with a severe re-
cession in property general-
ly, then a rapd downward
spiral of confidence can
quekly lead to widespread
business failures ”

Another problem 1s that
South African business often
assume that if thexr Britush
subsidiary has got into diffi-
culty its bankers will be pre-
pared to negotiate the waiver
of part of the loan — on the
basis that, 1f the business had
to be broken up, they would

get even
gays British banks are sel-
dom prepared to do this, oth-
er than through the formal
machamsms of UK insolven-
cy legislation,

“That legislation is mnot
very helpful in allowng a
company with a reasonable
future, despite its difficulties,
to recover and be restruc-
tured”

When property values are
rnsmg m Britamn the banks
will not merely lend but use
every wmducement to per-
suade busimess to take mon-
ey

The day the property mar-
ket turns downwards the re-
lationsap 18 in jeu%ardy,
even though British banks
know that properiy values
usually go up

The current downturn has
knocked British pruéaerty
prices and has resulted in &

M rl)gnﬂeﬂ/

where banks are not
lending very much at all
Over the past two ?m
the position of British banks
has weakened. Many have
lost a lot of money In big

companies, such as the late
Robert Maxwell’s Mirror

Group
Trend

They have also absorbed
enormous bad debts from
smaller companies which
have unsaleable properties in
the current climate t

However, McDonnell says
present conditions offer
South African businesses 2,
host of acqusition opportuni-
ties 1f they act quickl i

There are a number of
good businesses 10 financial
difficulty and a trend of larg-
er businesses streamlhing
thewr operations and getting
rid of non-core businesses

S~ P——
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JCT is considering listing its over-
Seas interest separately after
buying a 10 percent stake m UK
platinum marketer and refiner
Johnson Matthey (JM), | -
+ Minoreo and JCT yesterday set-
ed therr apparent dispute over
control of JM, by acquiring a
joint 20 percent interest from
Charter Consolidated % .
- 2JCI chairman Pat Retief said
at a press conference yesterday
that its purchase consideration
| Wwould be settled in two tranches
of £48,6 million each, one on com.
pletion of the deal and the second
three years after that date,

' Rettef sard JCT would finance

the acquisiion from existing off.
shore resources and from off-
shore borrowings and had re-
Celved Reserve Bank a pproval
for the transaction, ~ "
| ° YA separate listing for its over-
seas interests would allow it to
finance future borrowings and
Serve as a vehicle for its offshore
activies. = -
" ' Platinum "
1 The deal was significant for
both JCI and JM “because of the
shared interest in the future de-
velopment of the market for plat-
inum group metals,” e

~JCT’s equity earmings could mm
prove slightly as a result of the
acquisttion. R N

Charter Consolidated, m which
Mimiorco holds 36 percent, will re-
ceive a total of £183 million
{(about R330 million), equal to 490p
per JM share, from JCI and Mm.
Ooreo R &1~ STV

.Cl;arter’s remawng 18 percent

for about £154,6 mullion to be
placed i the London market

In a statemient Minorco *said
1t would pay £90,6 million 1n cash
for its 10 percent stake, % 4 <

———
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, Chairman_ Pat’Retief r2'2;
Foy " * Er;djl;-,_
UHJJJ:l% %tﬁ?—ﬁgm F
The announcement of the 'dez
coincided with thefrelease rgf

« JCT's interim”rmﬂtsi)l;l:’fﬁ :
months to end-December.....
Retief said' the ‘grotip*Had k-

i
.a? :
{
state of commodity matkets. 115+ -

Attributable earnings féﬂ%{ '
over six percent'to R1556
lion (R166,1 million);"while eqity || »
accounted earmngs were 7.4 .

-

cent lower at R176,5 million‘fron:

Earnings were buoyed by JCT:

M
|
i
4 |
Breweries, Premier,%Argus*afd [ _
Times Media '—igﬂl#{vﬁgﬂ_‘ ! I
ported increased earnings byt i -
depressed by lowet earnings :
from its platmum, interests. >+ 54
> JCI's diamonds interest !
ed a 19 percent earnings declin, |
while coal’s earnings were !
|
!

cost-contanment efforts. 1%‘.’:.3?..._:&
Attmbutable earnings a , i

for the pertod dropped 7,1 Pgﬁﬁt
to 105c (113c), “while equi - l
counted earnings fell T,SPEH‘Eﬁit } |
to 119¢ (129¢) T gy AT

prnd vial ¥,
An unchanged interim dividend
.*ufmgmmgﬁaid:ﬁ*im“ itwg B
Retief saf tt0r e dull |
year were likely to be sighificant-
ly lowerhutthegmrpwa,srm
likely to cut the dividend. :“:{I-%j .'
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SOUTH AFRICAN banks embarked on a major
expansion drive last year, buying up foreign bank-
ing operations and establishing offices abroad

The catalyst was SA’s reacceptance mto the interna-
tional community as political reform gained momen-
turn The aim has been to better service clients as new
markets and opportumties opened up to South African
businesses

A major focus of the drive has heen Europe, ahead of
the single European market But some South African
banks have rapidly increased their presence in Africa
even though foreign banks are generally shying away
from this continent.

Much new acfivity fcok place in southern Africa,
where local banks are expected to become a vital force
because of their sophistication and advanced techno-
lo

g'I}':} cater for SA’s growing trade relations, South
African banks have also been rapidly increasing their
correspondent relations
with banks throughout the

L R

world

The expansion, however,
has been contary to world
trends International banking
has been contracting over the
gast few years, Many foreign

anks have their own prob-
lems at home and are foctis-
ing internally and are con-
solidating

Cold

Nonetheless, the drive has
enabled local banks to tap
into the latest imternational
developments and fast ad- I

vancing technology after | ZILLA EFRAT reports

As international trade opens up for South Aftican
manufacturers and exporters, so too does an
associated tier of international banking and financial
services Because of South Africa’s isolation these
services were, for obvious reasons, not fully
exploited by our local market But now Sauth
Africans are represented strongly at trade fairs the
world over and, with the gradual renewal of forelgn
investment in South Africa, the role of the
international financier Is coming Into its own.

_____
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years of 1solation
Even during the years of

sanctions and 1n spite of the
debt moratorium, banks hke
ABSA and Nedbank contin-
ued to operate £revluusly es-
tablished subsidiaries in Brit-
am

Other major banks, such as
Standard and First National,
were left out 1n the cold when
their parent compantes left
SA However, botk have been
quick to take advantage of
changing circumstances

In May last year, Standard

g
- 1

EW

acquired the Isie of Man and
Jersey interests of British
merchant bank Brown Ship-
ley Holdings It also became
the first SA bank {o be grant-
ed a banking licence from the
Bank of Enpgland since the
debt moratorium and opened
a wholly owned subsidiary 1n
London m September

Two months later, Stan-
dard bought the African op-
erations of ANZ Grindlays
Bank, a move that gives 1t

representation in Zimbabwe,
Zambia, Kenya, Uganda,
Zawre, Ghana, Nigena and
supplements 1ts bank 1 Bot-
swana, also estabhshed last
year :
Standard’s latest move has
been to open a new bank 1n
Antananarivo, Madagascar,
called Unmion Commercial
Bank, m partnership with
Mauritius Commercial Bank.
It says these moves are
part of its wntention to be a
major regional force in inter-

Y Tivwes \ BUSS

an. s
. . l*.

nationai bankirig and further
strengthen ifs capacity to fa-
cilitate trade flows 1n Africa

'The new African oper-
ations will form part of Stan-
dard’s Africa Banking group,
which co-ordinates its inter-
ests 1n Namibia, Swaziland
and Botswana

FNR also jumped to action
as SA began losing its pariah
status It was the first bank to
move into Africa when 1t
bought the branch network of
BCCB bank m Botswana {o-
wards the end of 1991

Benefit

In March last year 1t 1niti-
ated a rights issue to raise
money, some of which would
fund its internationalisation
drive.

In November, FNB an-
nounced that it had made an
offer to buy UK merchant
hank Henry Anshacher Hold-
mgs The Ansbacher group
will form the nucleus of
FNB's European operations
and help it re-establish 1ts 1n-
ternational capabihties Ans-
bacher, 1n turn, will benefit

I. ! " gl r".l [ = -.
1 " xl - -
1 Y ik ‘.L'h
y -— +
; ¥ ..
a [ 04 .3.-'.
- L]
e
:
| .

.

G

rom the flow of busmess
from FNB’s client base.

Investee Bank also
strengthened its position m
Europe by acquring Alhed
Trust Bank in London from
Barclays Bank in September
Investec already has a 30%
stake 1n Amsterdam-based
banking group Integro, and
its umit 10 Zambia wiil be ex-
panded to develop business in
Africa Directors say about
half the group’s income is
now dollar based

Nedbank — which has been
operating 1ts London office
since 1906 — has opened a
representative office in Tai-
pel It will augment its sub-
sidiary 1n Hong Kong, which
it established 1 1984,

Nedbank says its trust
company 111 the Isle of Man,
which 18 Jointly owned by Sy-
frets and UAL, is expected to
provide a springboard for
further growth of financial
services mn the European
Commum

The bank has also been es-
tablishing close working re-
lationships with correspon-
dent banks in key African
couniries




Bankmg splnoff for Sdﬂx C

THE Bank of England’s decision to
grant three hanklng licences to SA
banking nstitations 1s ‘having posi-
tive spinofis for the local computer
industry,

Investec Bank and Absa use SPL’s
asset and hability management sys-
tem, and SPL recently 1nstalled the
system at Absa’s London branch In-
vestec 1s now evaluating the system
for use 1n Britamn

SPL banking division head Daan
Mare says the system allows banks to
evaluate funding decisions taken by
overseas subsidiaries and branches

“It enforces critical disciphnes
which must be taken mto account

when mvolved 1n fundmg an invest-

ing operations anywhere i the
world,” he said

Mare says a number of SA banks
with direct links {0 counterparts 1n
Europe get more than 50% of their
funding from overseas resources
“For this reason, accepiance of SA
banks by the iternational commun-
1ty 15 essential

“Although the facilities always ex-
1sted, the volumes have mcereased, as
have related risks such as in{erest
rates, hiqudity and currency risks

“Treasurers need accurate infor-
mation to decade when to draw mon-

pute

ey overseas dependifig
rates the shape of the jﬂ&ld curve,
covered costs, swap costs and avarlﬁ“
ability of funds compared with lur:ahf:
conditions ” ]
Absa uses the asset and hahlhty
management system to calculate::
risk exposure per individual division»
Also, the system allows the bank to,
look at a consolidated position, thus}
tracking the exposure of different

divisions and multiple currencies{

Investec Bank merchant bankin
division MD Stuart Hain says his'
bank’s strategy 1s to lmplement thée
system 1mn London on the same basm--
as m SA i

+
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Sappi will use Hannover as
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Germany 1s an attractive place
in which to 1nvest as manage-
ment 1s loyal and honest and
assets are almost always under-
valued, according to Sappi
chairman Eugene van As

Speaking on his experience of
taking over the German paper-
maker Hannover Papier to the
SA-German Chamber of Com-
merce, Van As said that Han-
nover’s management saw Sappl
as its least unattractive suitor
when it was put up for sale by
i1ts Swedish parent.

Van As said that Hannover
management accepted Sappi
because it operated from a long
way away, 1t was not American
and it was not strong in Europe

Sapp1 assured Hannover that
it would be used as the prime
vehicle for its thrust mto Eu-
rope It would not not be mte-
grated into Sappi and made to
lose its 1dentity Sappi has not
appoimted a single South Afn-
can manager at Hannover.

Van As said that Sappi found
German accounting standards
totally different For example,
German companies wrote off
equipment which it built but
found did not work but then two
years later found i1t worked and
would write it back again

The book value of the busi-
ness was Dml40 milhon and
Sappi was criticised for buying
the business for R800 million
(Dm400 million). But the valua-
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Chairman Eugene van As . ..
German middle management
{s superb. |

tion of assets provided to the
banks was Dm1,4 llion

The book value was particu-
larly low even though most of
the equipment was less than
seven years old ,

He said 1t was important to
come to terms with Germany's
corporate tax which was calcu-
lated on a group basis. One of
Sappi’s competitors which
sought non-German advice on
tax after an acquisition paid
R400 miilion 1n unnecessary
tax.

Van As said that German top
management operated on a
five-year contract unhke in
South Africa where a three to
six month nofice period was
standard

g pad into Europe

German middle management
was superb and was well
trained for the job but Sappi’s
marketing was more creative,
it offered strong financial engi-
neering and, surprisingly, was
more sophisticated in research
and development

The Reserve Bank was un-
likely to approve of another
deal along the lines of the Han-
nover acquisition, which in-
volved paying with equity. A
little over 30 percent of the deal
was financed from equity capi-
tal raised in Europe

In any case, the collapse of
the financial rand made such
deals less attractive.

There is no obligation to

-make an offer to minorities in

(Germany after a takeover but
Sapp: wanted to wholly-own
Hannover Its offer to minorl-
ties 1n November was accepted
by almost all shareholders,
bringing Sappi’s shareholding
up to 98,5 percent Acquiring the
remainder of the equity was
now a techmeality.

Sapp! was forming a joint Eu-
ropean marketing company be-
tween 1ts Brifish and German
subsidiaries It was difficult to
penetrate the German market
as non-tariff barriers such as

quality controls and environ- |

mental standards were im-
posed
Van As, though, was confident

. that Sappi’s South African and

British products would meet
such standards.
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SAPPI expects 10 é'njn all of the outstand- integratwn of the,husmess intu the Sappl
"ing equity in Ger,man based Hannover group”. Sappi would thén “penetrate its
Papier by April, & # British apd SA products jntg the German
Sappi executive thairman Eugene van market, and its German pr cts into "
Assaid yesterday the paper and pulp group  rest of Eurupe A
now had a 98,5% stake in Hannover Papier Sapp1 purchased 90% o !
following the offer tommonties in Novem-  Hannover Papier last Ma placing it

ber last year, &> ‘.« among the wnrld’s 15 largut forest pro-
He told an SA German Chamber nf Com-  guets groups. B ﬂ z_ﬁ ‘z.,

merce function in Johannesburg the out-
standing interests would be attamed “tech- ~__van As saud the RE25m atquisition was

mcally” so as “to proceed with the full proceeding well. — Sapa. f
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THE acquisition of foreign banks

nesses by local hanks had done little to
\build confidence that they were ready to
‘invest in a new SA, SA National Civic
Organisation (Sanco) president Moses
Mayekiso said yesterday.

Mayekiso said his organisation had com-
pleted research showing that capital flight
from SA — in the form of offshore mvest-
ments — involved tens of billions of rands.

Absa, Standard, FNB, Investec and Ned-

- cor had purchased foreign businesses.

checked, 1t could open new opportunities
tor those engaged in an “legal export dof
capital made during the apartheid years”.

He said by purchasing foreign busi-
nesses banks were sending a clear signal to
foreign investors not to mvest in SA once
an mterim government had been installed.

Such purchases undermined prospects
for renewed confidence in the SA economy,
he said, adding that the purchases also
undermned the country’s attempts to
bwld a stable macroeconomic framework
“to provide the basis for growth and redis-
: bution (of wealth)” ;

fe said SA’s “primtive” exchange con-
trols would have to be “policed extensively
as part of attempts to resist any scorched
earth response to the €MergIng new SA”
Sanco was to have made its concerns

| responded to Sanco’s accusations by saying
foreign mmvestment was needed to facill-
. tate foreign trade and encourage foreign

4 investment 1 SA. -

A Nedbank spokesman said banks did
not follow an “exther, or’ approach to in-
vesting in SA or overseas - both were
necessary and dictated by chents’ needs

FNB GM Viv Bartlett said SA was again
part of the niernational commumty and it
would be a disservice 10 clients not to have

The group had a major presence 1
Africa because 1t wWas SA’s hinterland and

trade with the continent Was growin

g !
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INVESTEC and the TS bank that triggered
SA's debt ensis in 1985, Chase Manhatian,
have signed an $80m deal with the Zam-
bian Central Bank to provide oiland tra
finance to Zambia, . T

Investec and Chase are ledtl mana
of the financing arrangement which also
meludes Société Générale, Générale Bank,
Banque Belgolaise and Générale de
Banque, ’

Bankers yesterday deseribed the agree-
ment as a landmark deal that underlined
SA’s return from the financial cold.

‘:.3 LJ'“UCI...IJ..I'.\“'; ].LIT Wi2bLWwW% Llil EdbWi A LA W AESY Wi s
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whuch Swiss bank UBS put up fierce com-

tition The magazine said Zambia would
rely on Chase’s $80m facility to pay for its

total annual supply of crude oil aa_? 0

essential 1mports. EL'P’?Q 2 Lﬁﬂi
The manager of Inves

markets division, Andrew Smuth, yester-

day confirmed the deal and explamned 13

had significant benefits for SA exporters

While the main reason for the finance

facility was oil imports, the deal was struc-

The London-based specialist banking
magazmne International Financial Review
reported the deal was signed after seven
diffleult Tmdnths of Tegohialons, fyring

tured m such 2 way that available finance
not used for oil could be used for other
mmports, The portion of the facility left

s
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Investec 819 1yq; 0) (@) DFrom Page 1

" after oil ymports had been financed would
be used to confirm letters of credit for SA

suppliers.

| Investec would be providing finance
| only for SA exports Smith expected the
factlity jto finance trade totalling abou
$25m a year. . ‘.

Investec executive chairman Bas Kar-
dol saxd' %This deal flows from our memo-
randum of understanding that Investec
signed with the Zambian authorities short-
ly after the new government was formed 1n
October 1991.”

The deal was attractive to internatlunaf

Qhanks as Zambia provided copper ag gql-

ateral, Smuth saad The Review reported

Chase was awarded the mandate in June
last year, beating UBS in close competi-
tion, for refinancing an existing UBS-ar-
ranged facility which bad matured in May
UBS put together the first deal after the
Iraqt mvasion of Kuwail upset existing
arrangements However, the Zambian au-
thorities were slow to sign with Chase
while UBS hoped to secure the contract for
a second year The contract will be renego-
tiated after a year _ '
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By Derek Tommey

Donald Gordon’s outstand-
1ng ability to create wealth
for his shareholders has
been recognised by British
investors.

They have been extremely
strong buyers of Gordon’s Brit-
1sh operation, TransAtlantic
Holdings (TAH) 1n recent
months, pushing up the share
price by more than 73 percent

South Africans know Gordon
weil He 1s the man who built up

the 1nsurance giant, Liberty
Life, from scrateh into one of
the country’s top four insurance
compames with assets of more

than R22 hiilion.

With the release today by
TAH of 1ts preliminary profit
figures for 1992, 1t 18 clear that
he is well on the way to creat-
ing another major financial em-
pire 1 Britain — a view which
Britons appear to fully support

They 1gnored TAH — which
has major property and life in-
surance interests — when 1t
was histed in London at the end
of last July and the share price
slid from 197p to 166p by Octo-
ber However, since then they
have bought 1t up to 288c

South African investors are

- 800

...
38

1993

1992

The FIT share price has risen

in recent days on the back of

the strongly performing UK
tnvestment TransAtlantic

not excluded from sharing 1n
TAH’s potential JSE-lListed

First Investment Trust (FIT)
has a 36,8 percent stake 1n TAH
Its shares too have recently ex-
perienced a strong rise, moving
from 775¢ 1n October to around
1100c yesterday Liberty Life
hasa 17,4 percent stake in TAH
The major interest in the pre-
Lhmtnary figures 1ssued today by
TAH 15 how well the company
has survived Britain’s worst
post-war recession which has
resulted 1n a devasting slump

ures show that TAH has sur-
vived extremely well

TAH’s profit before 1nterest
and taxation rose 41 percent
from £68,6 million (R341 mil-
lion) to £96,4 milhion (R479 mii-
lton) This included a £7,9 mil-
lion (B39 million) 1ncrease 1n
property investment income,
primarily because of new let-
tings arisimg from the shopping
centre development pro-
gramme, and a full year’s con-
tribution of £36,7 million
(R93 million} from its 50 per-
cent interest in Sun Life Hold-
ings

Profit before tax was
£60,7 million (R302 million),
down slightly from the
fgglfz militon (R304 million) 1n

The net interest charge rose
from £7,4 million (R37 million)
to £35,7 million (R177 million)
which reflects the reduction in
interest capitalised on property
development projects

After advance corporation
tax, which relates to dividends
pawd, earnings dropped to 9,93p
from 14,52p a share But exclud-
Ing this tax earnings amounted
to 13,01p (16,58p)

Dividends totalling 12p
(11,45p) have been declared

Shareholders’ funds before
minorities rose from £775 mal-

in the property market The fig-

lion (R3,6 billion) to £948 mallion

pire

builds up
British em

ST %Iz 92,

(R4,4 btllion)

The ‘“‘savage” environment
for property development re-
sulted 1n the net assets being
written down from 310p to 274p
causing Gordon to complain
about the way business proper-
ty 1s valued in England.

But because the company’s
property flag-ship, Thurrock
Lakeside Shopping Centre, has
“increased its retail domi-

nance”, and the emerging signs
of a return of consumer confi-
dence holds out the prospect for
exceptional growth at the cen-
tre, 1t was revalued from
£325 million (R1,5 billion) to

£380 mlhon (R1,8 billion),

Thurrock 1s substantially
larger than Eastgate, which 1s
also a Liberty Life develop-
ment, and boasts that i1t has all
the Bond Street shops but with
parking.

It 15 1n Essex just off the M25,
and has a catchment area con-
taining 11 million people

FIT reports a drop 1n earn-
mgs from 36,3c to 27,5¢ a share
However, (zordon says these
earnings are not readily compa-
rable in the light of the major
structural changes at TAH.

An unchanged final dividend
of 13c¢ has been declared mak-

for the year

ing an unchanged total of 20c '

/
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LONDON — A rise of nearly 400% 1n inter-

ETOUp 54% owned by Liberty Life, .

Since 1t was histed 1n Londop and acquired

TransAtlantie then held only 27,7% of Sun
Lafe and 83% of Property group Capital
and Counties (Capco), which became whol-
ly owned last year.,

boom of the gog

Insurance was also showing sigms of re-
covery but escalating costs needed to he
cut and f‘unsustamahly lgh and over-
edmpetitive policyholder bonuses” ge-
clared during the previous decade could
hayve “adverse implications” if as prob-
able, equity markets capital growth

Interest chatges blight
[FransAtlanti (% 1t

e
|

‘o 810477 24154
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esterday’s report showed TransAtlan.
o, 8¢ hited gross property profit by £10m to
£59,7m while Sun Life contributed £367m
(£18,7m) to produce a pre-interest surplus
of £96,4m — 41% wp on 1991 J
But net interest payable jumped from
£7.4mto £35 7m — chiefly because of a faj]
in the mount of interest capitalised into the
value of property projects Pre-tax profit
emerged £500 000 lower at £60,7m After
tax and munority mterests, net ceguity earn-
Ings showed a 4,4% mcrease to £35,7m.
The impact of ]ast year's £149m rights
Issue and acquisition of 100% of Capco
meant that g margmally mgher dividend
(up 4,8%) of 12p a share cost £46m agamst
£28m 1n 1991, Thus left net earmngs a share
82% down at 99p. - - .4
Sun Life, said Gordon, had defendeg its
*IeW 'premjym Jncome successfully after
199Y’s . “exceptiofial lncrease”. It totalled
£1,49bn agamnst £1 56n'm the previous year
and net profi after tax rose nearly 9% to

£46.7
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mternatmnal arm nf Angln De
Beers, has heen tiwarted in 1its
ambitions to buy 4% of Olympic
Dam, the gianot copper-gold-

s1lver-uram mm  South
Austraha 22 (;'4‘
Yesterday Wese imng Cor-

poration nf Perh, which uwns
51% of Olvmpie Jam, said 1t will
exercige 1ts pre-2mptive right to
buy the 43% stike from British
Petroleun (BP) for which Min.
orco had }id $45%m ($240m eqmty
and $216m loars) ‘{ ! é

Olympr Dan woul ve een
Minorco’s second-biggest invest-
ment sinee it [aunched its world-
wide buyng spree after its take-
over of (onsoiidated Gold Fields
was aboxed in 1959

Mimnorio reached agreement
with BPn November 4 last year
but in-tems of the jomnt venture
agreemat Western Mining had 90
days in vhich to consider taking
up its pe-emptive option for the
49%. .

A sp:kesman for Minoreo,
which hdds £1,3bn 1n cash, yester-
day said “We are naturally disap-
pointed — we were looking for-
ward tobeing a pariner in one of
the word’s major copper mines.

“But we are not really sur-
prised We obviously obtamed
such a zoed deal with BP that
Western Mining could not resist
the opputunity to buy complete
conirol 1t our negotiated price,”
the spolesman said.

e

wigreepy| Lonrho/Genc
c £P09 33/%3
deal” confusi

CONFUSION surrounding the
future of Western Plannum L.on-
rho’s debt-heavy platinum mines,
intensified yesterday as the trou-
bled international trading com-
pany denied a report that a deal
between Western Platinum and
Gencor was imminent.

Reuter reports Lonrho deputy
chamrman Paul Spicer said the report
by the London Financial Times —
which said Gencor might be about to
icrease 1ts 27% stake mn the plat-
mum rmnes to 49% — was “purely
speculative” He would not comment
on whether talks were in progress,
but dismssed suggestions, which the
Finaneial Times said had come from
a senior Lonrho source, that discus-
sions had narrowed to three optlons,
one 1nvolving a deal with Gencor

Although Gencor and Lonrho
spokesmen 1n SA remain tight-hipped,
it 1s not the first time conflicting
accounts have emerged about the
future of two parties’ relationship 1n
SA Lonrho said it had walked away
from a posstble merger with Gencor
last year, opting for the involvement
of German bustnessman Dieter Bock

In contrast, Gencor has argued it
was interested only 1n increasing 1ts
stake m Lonrho’s SA platinum asseis
axd other African mining interests,
rather than any deal involving Lon-
ho's varied non-mumng interests
which range from hotels, and vehicle
distr:bution o tomato farmung.

Analysts saxd yesterday the 1rnny

g) |
n|.

MATTHEW CURTIN

of the situation confronting Western; &
Platinum, Gencor and Impala Plati-} €
num was that while the depressed| I
platinum market was putting pres- (0
sure on Western Platinum to hghtwamdl

its debt-burden, weak market condi-| fo
tions prejudiced the chances of a[ In

rights issue succeeding and Gencor-} ¥
/Implats’ ability to pay a satisfactory

price for an increased share 1n West-'4 Sl
ern Platinum hi

Frankel Pollak Vinderine analyst
Peter Davey said Western Platinum
was struggling to cover interest pay-
ments The group reported sharply
reduced after-tag profit of R8lm
(R149m) mn 1991/92, and passed its
dividend payment, R97,1m m 1961

Davey satd doing a deal with Gen- (
cor, as opposed to trying to lhist the
platinum mines on the JSE in their | .
own right or via a quoted mimng} F
holding company, would be “the: «
cheapest route out of theiwr troubles” | p

However, cash-strapped Implats| U
was unbkely to be willing to mject | &
the finance Western Platinum would | I
want It could argue that investingin{ b
Western Platinum was sound 1 the } U
long-term, but parent Gencor would | ¥
be required to put up the necessary| .
cash at a time when 1t faced muilti- | 4
bithon rand capital commitments mn { o
Alusaf and the Columbus Stainless | g
Steel joint venture R

Simpson McKie analyst Rodney| b

Yaldwyn said. “Both sides are m a | 1
pmkle ?

el &




By Tom Hood

| CAPE TOWN — South African
mdustries will have to be inter-
national players even 1 they
are not exporters.

That 1s the message from Bill
Cooper, chief executive of di-
versified industrial group T&N
Holdings, which in the year io
end-December lifted 1ts earn-
mgs a share 23 percent to 86c,
its dividend by 41,7 percent to
34c and 1ts operating profit by
21,5 percent to R48.5-rmmllion.
| Thesge results, says Cooper
did not happen by chance

“In South Africa, the thrust is

exports as the local market 1s
dormant ”

. Although the group’s local
markets shrunk, its market
share and volumes increased,
suggesting that competitors
took the brunt of the recession

But most South African com-
panies tend to be introverted
rather than outward looking, he
says.

As tariff and political bar-
riers drop, there will be new in-
ternational comnpetitors 1n the
domestic market

“Things could turn up more
quickly than peopie expect
Usually, when this happens,
there’s a trebling of uptake If
people start 1importing, we will
lose our market share”

The key here 1s not to hold
back on mvestments T&N has

| commtted more than R10-mmi-
| lion in the past financial year
Ferodo, which made a partic-
ularly good showing was allot-
ed R2,5-million to increase disc
brake capacity by 25 percent
“We are surprised by our own

to grow your business through

Bil) Cooper, T&N chief exccu-
tive . vigurprised at our

own success '

|

success. We seem to have got
the marketing mix right "

Cooper says the group 1s bud-
geting for a 50 to 70 percent in-
arease 1 turnover at FHE Au-
tomotive 1n 1993

The company has expanded
to incorporate a number of
technologies and now provides
a full range of heat exchange
products

Last year, two 1njection
moulding machines were 1n-
statled at a cost of R3-million
and the mvestment 11 a new
plant for automotive heaters
has been jusiified by two major
contracis from Nissan

A joint venture with an amr-
conditioning company later this
year, to be known as kbcon, en-
tails an mvestment of R4,5-mml-
lion. This will facilitate the

SEFP nc NOY

T 1852
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manufacture of a full range of
fully packaged cooling systems

AE Bearings 1n Pinetown
operated at 100 capacity
throughout last year Shortly
hefore Christmas, the company
installed a new bearing line and
will add another “in the not too
distant future”

Another major development
— a R3.2-million mvestment 1n
AE Sinterline in Pietermarliz-
burg — will give the company
hoth a local and international
edge. Raw material for high
quality bearings which was pre-
viously imported from Austra-
lia can now be produced locaily

Glacier Bearings invested
R800 000 1n upgrading high pre-
cision machiery and TBA In-
dustrial 1s installing a new eal-
endar at a cost of R30000% to

DEC L JAN :995“

replace antiquated equipment
dating as far back as 1820

Cooper emphasises that T&N
has mvested 1n products with a
long-term strategic importance
which has meant sigmficant
changes in operations and man-
agement input

Because of this T&N disin-
vested from loss-making Pine-
town-based resin business Brit
ish Industral Plastics for a tidy
E2,3-mlllmn profit 1n Septem-

er,

The related moulding powdel
plant was another grey area

“When they lifted import con
trols, we took the full brunt ¢
international competition The
plant had to operate differently

“We mvested R1,3-million 1r
additional machinery and re
vamped the whole plant ™
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BUSINESS Day incorrectly re-
ported yesterday the Post Office §
- suffered a loss of R30m more than :
budgeted for In fact, the utality §
neurred a loss of R320m, com- §
pared to an expected R570m loss
Business Day regrets the error '-

_._H

{‘W%_a/‘?f.

Japan steel exporis up

JAPAN's steel exports 1in January
rose 3,9% from the same month a §
year ago 10 1,24-million tons, |
marking the mnth consecutive @
month of year-on-year gaill the §
Japan Iron and Steel Federation §
reported 1 Tokyo yesterday A |
spokesman sald sharp mcreases 1o
exports to China helped offset §
plunging eaports to the US1n the §
wake of anti-dumping duties On
carbon steel imports
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PRETORIA — The tax hike 10 b€
imposed 1n the March 17 Budget will
slow down an almost static economy
further and stagnation will continue
into 1994, economists say

Stellenbosch Bureau for Kconomic
Research econorust Nils de Jager
zaid yesterday consumer confidence
was at a low ebb anyway and would
pe depressed further as disposable
ineomes shrank

Sales would decline further, spare
;ndustrial capacity, now at about
20%, was likely to ncrease, as would
unemployment and crime

The conventional Keynesian med!-
cine for a rundown economy, De
Jager said, was to ncrease state
spending directed at creating jobs
and to reduce taxation However, in
government’s present Catch 22 situa-
tion, this was impossible

It could be said taxation was being
raised to pay interest on govern-
ment’s masstve debt wiich had
reached 9% or nearly R30bn

Interest on the debt was the largest

a Hl#-h; -—— -
l as much labour as technically possi- 10l

“Tax hike will slow e¢

i ————

China spends R9r£1; Qﬁgﬁt;t;}ge%bloc

THE Great Wall Group, a trading TRACY SCHHEID'EH :]
company founded by the mainiand L —

Chinese government, has bought 2 hardware products SA businessmen

R9m office block 1n Bedfordview to  will be mvited to exhibit in Beipng in
start its business venture 10 DA March 1994

The office will be opened officrally
at a function this evening
China s trade with SA previously

“We came here the express
purpose of facilitating trade and eco-

was conducted discreetly through nomic co-operation with SA,” said the

T e e angos n §o0n " o oyt Betfordvien
SA prompted 1t 10 wntroduce direct e g ob have RY th t
rading links last year offices, we have R2m in other assets

Exhibitions are NOW planned and are looking into other real estate

both countries, starting 1n Johannes- opportunities and joint investrments

th local businessmen We also are
burg 1n April with a trade exXpo Orga- wl
msegd by Eﬁhe China Cuuncﬂpfur %he hoping to nvest 1n factory and manu-

Promotion of International Trade facturing plants

The Great Wall Group will be 1n- And China and SA Trading GM
volved 1n an exhibition in SA 1n Sep- Chenxiong Liu said “About 200 Chi-
tember, when 100 corporations wiil nese busmessmen will come to SA to
display a variety of goods mcluding meet their counterparts and discuss

textile, 1ndustral, chemical and business ”

De olerk r}' ts
| man
| GERA SRt CAPE TOWN —

single Budget item, even exceeding liable for losses suffered by SA com- |

the education vote pany Swissborough Diamond Mines,

De Jager Sﬂld the debt Prﬂhlem PI‘ESldEnt F W dE Kl&l‘k salg 1n PELI'-
had been aggravated by government hament yesterday
writing off R3 6bnn drought aid 1n Replyng to a question by uwellyn
the coming financial year nstead of | Landers (LP Durban Suburbs), he
over three years as first intended said government had told Swissbor-
But. De Jager added, perhaps the ough director Josias van Zyl there
ot worrying consequence of higher were no acceptable grounds for the
tanation was the impetus it would | apporntment of an independent mqui-
give to greater unempluym.eﬂt Ty Into the *H.negEd EDI‘IﬁSEatlﬂn of the
Abea senior economust Adam Ja- company's 1nterests when the
cobs said tax mkes would contract f.esotho government revoked 1ts
tho economy further and could resuit mining leases as part of the ho
i government's tax take ¢rom com- | highlands water scheme

panies and individuals actually de- Van Zy} had been told to t any
creasing in spite of the hikes claims to the Lesotho authorities The

“We are caught in & viClous circle | Swissborough 1ssue 1s pending before
with company profits and taxpayers’ | ‘he Lesotho high court

incomes threatened by dechming con- The question had been Wiy govert-
sumer demand and growng un- ment had not intervened after SA
employment,” he said nationals had suffered 2 Rlbn loss

Jacaobs gald anuther ger,0Us conse- De Klerk sald 1t hﬂd to EStEbllEh if the

quence would be a further shrinkmg | 1058 had been suffered, and then if
of personal savings mtervention was required — Sapa

H

Chamber call for wage restr 1nts

MARIANNE MERTEN

T Northern Transvaal Chamber of Inaustries had
urged that wage restraints be ncluded in Fiance Minis-
ter Derek Keys’ model for econormic restructulmg, 1t said

in a staterment yesterday 5\99;\,2‘3;;1, L} 1 %,

N The Keys model, due to be publs axt week, 15
* -.\._,-‘}:’%f" thought to address economic restructuring to promote
e the productivity of resources
A SN Wages had risen over the past three years despite
. A negative growth to such an extent that it had increased
FIE L S the unit cost of production, a chamber spokesman said.
’ "ig;%’% . Wage Increases had created a structural ecomomic
. X problem which could not be addressed by only looking at
e Rt wage restrants, but other factors such as expori mncen-
; i tives and government control needed to be examuned
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s Btam wing 1te§,/£}'9 Oceana’s bid

A LII 11"' ;' tﬁ ! / )

ner . ETAMY le UK company sulsfected to ', 'MARCIA KLEIN '

o sfiles takeover bid by Stanley L =

-5, Lewis’s Oceana, has won a respite Oceana, which gameqd 344% of

any Witha change n the British takeover Biam in the failed takegver bid, took
. London’s Daily Mail reported on of falling to “ErEEpmé” control 1n
i, . Friday that a holder of betweep 30% 2001, Etam “can stay free for east
AT
{irv and 50% of a company can buy only  eight years longer” ( 22>

wres 1% Of 1ts shares 4 year, compared Lew:s would be 88 yea ¥ the
7 wth 2% previonsly, time he gained control of Etam
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(2) *83%,
(3) no

“Certain hiph school declared Model D school

21 Mr L LOUW asked the Mimster of Educa-
tion and Culture:t

Whether he recently declared a cert

school, the name of which has been furnishe
to the Minister’s Department for the purpose
of his reply, to be a Model D school, 1if so,
(a) why, (b) (1) on what date was the school
so declared and (1i) how many White pupils
were enrolled at the school as at that date,
{¢) (i) how many {aa) Whte pupils and (bb)
pupils of colour are currently enrolled at this
school and (u} 1 respect of what date 15 this

HOUSE OF ASSEMBLY

information furmished and (d) what 1s the
name of the school concerned? B272E

The MINISTER OF EDUCATION AND
CULTURE:

No, a Model D school was opened i unuti-
lized buildings at Brandfort With the amal-
gamation of the Hoérskool Staatspresident
Swart, Brandfort and the Laerskool Brand-
fort in the buildings of the Laerskocel Brand-
fort, the terrain of the Hoérskool Staatspresi-
dent Swart became available On 1 January
1993 the new Model D Hoérskool/High
School Brandfort was opened on this terrain
On 25 February 1993 it was attended by 70
pupils from other population groups and had
no whate pupils

481 frﬁg
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HOUSE OF REPRESENTATIVES

QUESTIONS
Inchcates translated version

iy LT, R

For oral reply
General Affairs

State President.

President’s Council: moratorium on
appointments

*1 Mr P A C HENDRICKSE asked the State
President

(1) Whether, 1n view of lus announcement
on 29 January 1993 that the President’s
Council 1s to be phased out, he will 1m-
pose a moratonum on further appoint-
ments to this Councul; if not, why not, if
so, what are the relevant details;

(2) whether persons appointed to the Coun-
cil after 29 January wall receive the same
compensation in respect of early termun-
ation of services as will members of the
Council appomted pnor to that date, of
so, why;1f not, whynot? C29E

.ﬁ:mémwﬂmwmunﬁwﬂwgﬁmz%mw.
4  PRISES (for the State President)-

(1) To the extent that I have the constitu-
tional authornty to decide on the ap-
pomitment of members of the President’s
Councal, it 15 my mtention, subject to the
quorum requrement in section 74 of the
Constitution, not to make any further
appointments In my capacity as leader
m Chief of the National Party I wish to
state, subject to the afore-mentioned
reservation, that no new appomtment
will be made either by means of dea-
sions by the respective Houses 1n terms
of section 70(1)(a)—(c) of the Constitu-
tion. For purposes of section 70(1)(d) of
the Constitution I urge opposition par-
ties to follow the same approach

:

To the extent that the above-mentioned
approach may requre corrective legis-
lative measures, the intention 15 to pro-
vide for them 1n the legislation concern-
ing the final dissolution of the
President’s Council.

1

(2) No, because 1t 1s foreseen that the term
of office of any member of the Counail
will play an important part in the deter-
manation of the extent of any compensa-
tion payable because of the Councd’s
finat dissolution

Ministers

*1 Mr L T LANDERS asked
Foreign Affairs

(1) Whether he or lus Departme
vided diplomatic protection 1n respect of
South African shareholders of and 1nves-
tors 1n a company whose mterests in Le-
sotho have allegedly been confiscated
and whose name has been furmshed to
the Minister’s Department for the pur-
pose of his reply;  not, why not, uf so,
(a) when, (b) what was the (1) nature
and (n) extent of this protection and (¢)
what 1s the name of this company;

{2} whether he will make a statement on the
matter? C8E

The DEPUTY MINISTER OF LAW AND
ORDER (for the Minister of Foreign Affairs)

(1) No No request from the South Afiican
shareholders of and investors 1n the com-
pany concerned for protection of their
mnterests in Lesotho has been received by

my Department

However, the former South African
Representative to Lesotho did entertain
a request from a South Afncan share-
holder of the said company to enquire
when judgement mn an urgent apphcation
brought by the company and others
against the Mhlitary Council of Lesotho
and others i the High Court of Lesotho
may be expected.

(a), (b) (1), (u) and {c) fall away

(2) This matter has been dealt with in the
State President’s reply to question No 1
of 19 February 1993

| Mr L. T LANDERS Mr Chairman, is the hon
the Deputy Minister in a position to reply to

any questions? ﬁ T —D

HOUSE OF REFRESENTATIVES
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By Jo-Anne Collinge

It would be wiser for multi-
national corporations to “get
back 1nto South Africa when the
time 1s right” than for them to
invest in Taiwan, Moscow or
other parts of the old Eastern
bloe, prediets Andrew Young,
former US super-champion of
economic sanctions

Sporting the five-ringed
badge of the Atlanta Olympic
Committee, of which he is vice-
chairman, Young delivered an
unscripted and candidly opti-
mistie talk to the Media Forum’
in Johannesburg yesterday

“It’s sort of unpopular in
South ‘Africa right now for
white folk to be optumistic,” he

k

Investin S

Sk ORI
envoy

A, ur

observed, as he challeng®sd the
conventional wisdom that for-
elgn investment was headed al-
most exclusively to the former
Eastern bloc and Asia.
Asserting that southern Afn-
ca was an attractive option for
capital, he drew on a range of
experiences and a fund of anec-
dotes to argue the point.
Speaking as vice-president of
an international engineering
group, Young said he had found
former communist countries
often lacked the institutional
capacity to use foreign capital.
In Afriea, where his firm had
engineering projects from So-
malia to Swaziland, business
was profitable There was a
shared language and a cultural

U

affi;aty Much as the ANC used
socialist concepts, its leaders
“do have a sense of profit and a
sense of business”, said Young

The people 1n South Africa
were here to stay and would
surely realise that hiving togeth-
er with a chance for peace and
prosperity was hetter than “fus-
sin’ and fightin’,” he said.

Last time he was in Zim-
babwe he visited Ian Smith,
Young related. In contrast to
other Harare notables, there
were no guards at Srmth’s gate.
“The front gate was open . . I
‘'walked up the porch — and the
front door was wide open!”

Young walked away struck
that “this man — responsible

' for UDI — was hiving iIn peace

I \ B

[P T § 5 T - il I

=

willi his deoors wide open”, on a
Zimbabwean government pen-
sion, “probably better off than
when he ruled the country”
Young hoped the Clinton ad-
ministration would display a
quality long lacking in US na-
tional politics — an ability to
make foreign policy and eco-

' nomic investment work togeth-

er. Angola was a critical area
where this should be brought to
bear, said Young. : !

He asserted that Clinton

' should not only recognise the

Eﬁr% government, but shonld
give it military and economic

' assistance,

In the course of preparations
or the 198¢ Atlanta Olympics,
Young said he was repeatedly

r

Andrew Youn
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asked by sponsors when South
Africa would be “opening uwp”
for investors

® Peter Davies reports that
Young, one of South Africa’s
most bitter critics during the
"70s and '80s, yesterday pledged
his support for a South African
bid to host the 2004 Olympic
Games

Young also presented an
Olympic flag to National Olym-
pic Committee chairman Sam
Ramsamy at Olympic House in
Johannesburg.

Young said Ramsamy had
stood by him 1n the years when
Atlanta was known only as the
city that housed the headquar-
ters of Coca-Cola and CNN
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FIRST NATIONAL BANK is speeding
up its mternafional expansion with the
opening of a branch i Switzerland m
July. FNB claims to be the first SA bank
to open a branch in Continental Europe
following 1ts successful apphcation to
the Swiss anthorities for a full banking
licence.

“The new branch — in Zurich — rep-
4 resents a great step towards achteving
# our overall mternationalisation plan,”
‘-1 says FNB managmg dwrecior Barry

1 Swart. “Zurich 18 an 1deal locatron for
servieing European customers ”

The move follows FNB’s £57,6-million
acquisiion of British merchant bank
Henry Ansbacher Holdings, which 1s the
base from which the FNB Group will

' BARRY WART . ‘Zurich 15 an 1deal location for servicing Eu

I}FNB rolls into Wiﬁ%ﬂ%ﬁd

By CHERILYN IRETOM /4/3(13

spearhead its operation in the European
marketplace

“Although the Zurich operation will
function as a full hranch of FNB 1t will
not enter the personal retail banking
market,” says Mr Swart.

“We will coneentrate instead on inter-
national trade finance and servicmg the
needs of our southern African customers
with foreign nterests and international
customers with busmess links to south-
ern Africa.”

Momes raised i FNB's rights 1ssue
last year were earmarked to fund the

SL

offshore expansion.
says

that the Zurich operation, bemg a

hranch, will not be subject foca laisa-
tion reguirements. «
“We established a ative

office in Zurich many years ago and
have maintained this
smce. We now need
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I
However, Mr Swart

presence ever
only convert that

operation rather than establish one from
scratch,” says Mr Swart

The Zurich branch will be headed by a
Swiss local, Peter Siragna, and Preter
Myburgh, of FNB’s International Dvi-
sion, will be seconded to Zurich as depu-

ty cluef manager.

The branch 13 expected to he fully
operational by July

———————
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{ By ZILLA EFRAT

I
SACOB and its chambers are

get to play a more significant
cole in international trade de-
velopment.

-*Sacub delﬂlty director-gen-
eral Ron ood says his
orgamsation has decided to
focus more strongly on mter-
facing with the mternatinnal
ehamber eree
wark. S\ '\\

4§acu is EISD
COme more mvnlved m uut-
ward missions and the promo-
tion of trade famns i(ﬁ [

It will support an 1mtfati
In the Ivory Coast later this
year and has other local and
international extabitions
mind Its larger chambers are
also setting up international
departments

- Organised

« Mr Haywood says this is
Recause the chamber move-
ment has become a prime
Vehicle for business interac-
tion 1n many countries, espe-
Gally m Eurape, Central
Furope and Africa,
» Many of the recent trade
delegations to South Africa,
mcluding those from Thai-
iand and Bahrain, have been
drganised by chambers of
comimerce
» In addition, there are now
bilateral chambers of
commerce 1n SA, Recent ad-
dqittons 1nclude those with
anada, the Netherlands and
Zaire and a Fmmsh-South
African chamber 1s sbout to
Eg_ formed




FIRST Nétional Bank (FNB) had

been granted a full bafiking licence TRACY SCHNEIDER

by the Swiss authorities and would customers with foreign interests and |

year, FNB 'MD Barry Swart said at™\_ness links to southern Africa.)
the ‘weekend fv)  Cash raised 1 FNB's rightssissué
FNB had a representative branchi™ last year was to fund the orgamsa-
1n Zurich and this would be converted ]{l tion’s international expansion How-
to the new branch, Swart said ever, Swart said, the Zurich operation
“Although the Zurich uperatmni — bemg a branch — would not be

( open a branch in Zurich by July this \anternationai cusiomers mtltbus‘

{ will funetion as a full branch of FNB,Q. subject to capitalisation
1t will not enter the personal retail Niequrements FNB’s recent acquis:-
banking market Instead, we will con- “tton of British merchant bank Henry
centrate on international trade \) Ansbacher Holdings gave 1t a base to
finance and servicing the needs of SA spearhead its European operation.




Angolan rfightiﬁg

scuttles LTA deal

2 20 (&7 )AnDY DUFFY (&5

STRUCTION group LTA has Serapped
plans to buy wmto Constrei, the confractor
, owned by the Angolan government

;.. LTA says 1t has now drawn up alterna-

- tive acquisition plans in other, ,
| .gouthern African siates. l g
The terms of the Constrei deal ad been 1

agreed, but the recent upsurge in fighting
i Angola killed the sale N

!

1 Although talks between LTA and the
- MPLA government have now been closed,
LTA refused to detail the. terms of any

'* proposed deal. “ﬁ)fgfll;] 157 3 ] 73

. LTA group olm Wood said the:

]

| group was still considermg the plan i
" But shareholder Anglo American Indus-
trial Corporation (Amic), which"18*to - .
_crease its stake m LTA to 72% at the end of,

| 1

»{his_month,_ confirmed the deal’ Was offl *
k“‘fTh‘érej 1s 1o question ‘of gomg-ahead, r'sardy~
sAmic'chairman Leslie Boyd. Neither Boyd
~hor Wood ‘would comment further. ;"™
Talks 'between' LTA and the:Angolan .
_government had been under way since last
“year. The contractor wanted {o use Con-
stre1 — Angola’s largest contractor ~ 1
1ts strategy to seek work outside SA as a
cushion agamst a dechimng domestic Work . |
~ LTA's cross-horder operations arebased | |
'm Lesotho and Botswana. ot
. ' @ Sea Page 2 L
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COMPANY TAX@ @

Shock to the sysfem
S4TRAIAEE

The revision of company taxes 1s major and
unexpected The company tax rate of 48%
will be cut to 40% with the simultaneous
mntroduction of a 15% tax on distributed
INCOMe

Kessel Feinstein tax partner Ernest Ma-
zansky says the proposed secondary tax on
companies (STC) 1s based on sound nterna-
tional precedents It will be payable even if a
company has an assessed loss This could
arise, for example, where companies with tax
losses 1ssue preference shares as a tax-effi-
cient form of funding working capital

But there 15 no mechamism to make a
company declare a dividend to tnigger STC,
as the old Undistributed Profits Tax had

There are particular concerns about
foreign companies operating in SA A
branch established by a foreign company will
be subject to tax at 40% If the head office
then declares a dividend, the branch will be
hiable for STC on part of the dividend, pro
rata to the SA-sourced profits

The same rule already applies to non-
resident shareholders’ tax (NRST) So, if
the foreign head office declares a dividend, 1t
should pay SA NRST on so much of the
dividend, pro rata, as 1s attributable to the
SA branch profits In practice, says Ma-
zansky, this does not happen

Unless Revenue becomes more diligent,
not only will the dividend continue to escape
NRST but STC wall also not be paid

Deloitte & Touche tax partner Anne Ben-

National Health and Population Development
Palice

Environment Affairs

Water Affawrs and Forestry

SA Communtications Service
Constituttonal Development Service
Local Government and National Housing
Regional and Land Affairs

State Expenditure

Central Economic Advisory Service
Public Enterprises and Privatisation

{in some cases the allocations for 1992-1993 do not match the allocations as onginally printed n
the Budget estmates This 15 due to a shift in functions and a reclassification of expenditure )

12240 2 243,0 83,2
5 644,7 6 451,5 14,3
207,0 221,0 6.7
389 0 409,3 5,2
516 54 O 46
412 66 3 610
977.5 841,6 -14 0
21 647,08 25 193,0 16,3
608,2 682,0 12,5
4,3 4,9 14,0

7.5 8,2 9,3

=y 1913193

nett says the formula for taxing dividends
paid by foreign companies with SA branches
couid contravene important double tax trea-
ties Foreign shareholders in SA companies
may be harmed if their domestic tax law, or a
double tax treaty, do not allow them to claim
a credit for STC paid in SA

As STC must be paid even 1f there are no
taxable profits, 1t 15 classifiable as a with-
holding tax on dividends This creates the
risk of contravening certain treatres (such as
UK/SA) which cap the rate for SA NRST

Bennett says government seems to be en-
couraging foreign investors to reduce their
tax habilities by resorting to loan finance,
which generates tax-free interest

Mazansky argues that owner/managers of
private compames will set their salaries at a
level where their personal marginal rate 1s
40%, to correspond to the new company rate,
rather than be taxed at the personal max:-
mum marginal rate of 43%

Any additional funds for personal use wiil
be obtained by drawing down the credit loan
accounts frequently established since March
1992, when tax on dividends was abolished

%cimttﬁ & Euuche tax partner Willem

Cronje argues that such a transaction could
be challenged by Revenue, perhaps under
the general anu-avoidance Section 103 of the
Income Tax Act This would apply especially
where the transactions were done through
journal entries without an actual cash pay-
ment of the dividend

To deter avoiding STC by borrowing from
4 company or dividend stripping, S8B, S8C
and S8D will be reintroduced and tightened
S8B deemed loans by a private company to a
shareholder to be a dividend S8C dealt with
the sale of shares in a company with
distributable reserves, deeming those re-
serves a dividend in some circumstances
S8D was an antidote to dividend stripping 1
private companies It 1s confusing, says
Cronje, to group this with 8B and 8C

Bennett notes there will be no relief for
profits earned before March 17 This could
tempt private companmes to backdate divi-
dend declarations credited to a loan account
rather than paid in cash

Companies which have realised exception-

ally large capital anflts should consider I'._IET_)
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SA’s BALANCE SHEET

Portfolio shifis

A sharp swing 1n the nature of foreign invest-
ment in SA during the Eighties, which
should give cause for concern to both pohicy-
makers and investors in general, has been
revealed m a document published with the
latest Reserve Bank Quarterly Bulletin

It 1s the Bank’s fourth census of foreign
transactions, liabilities and assets It com-
prises an analysis, by type of investment and
sector, of direct and indirect foreign invest-
ment 1in SA and SA nvestment abroad as at
December 31 1989

The census shows a big shift in the rela-

tionship between direct and indirect foreign
investment between the end of 1980 and the
end of 1989

Over this peried, direct foreign mnvestment
fell from 48,3% of total investment to 23,7%
This movement reflects the wave of disin-
vestment associated with official sanctions
and voluntary withdrawals.

The substitution of indirect (portfolio) -
vestment for directly managed investments
kept overall statistics at a reassuring level,
But the decline of direct mvestment caused
incalculable damage to the economy The
Bank pomts out the direct foreign investor
hopes for a variety of benefits, over and
above dividends and 1nterest, from its hold-

ing These include management fees, the
expansion of markets and securing a source
of raw matenals

The spin-off for the host country 15 an
injection of state-of-the-art technoiogy and
diffusion of upmarket skills

The census shows that, at the end of 1989,
SA’s foreign assets (excluding gold reserves)
were about R48bn Of this the non-monetary
private sector owned R39,3bn 1n foreign as-
sets — amounting to 81% of total foreign
assets (excluding gold reserves) At the end
of 1980, the non-monetary private sector
held R8,5bn 1n foreign assets,

On the other hand, the composition of
SA’s overseas holdings shifted strongly to-
wards direct investment — to 69% of total
foreign assets (excluding gold reserves) at
the end of 1989, compared with only 50% at
the end of 1980

About 70% of total foreign assets (exclud-
ing gold) at the end of 1989 were 1n the EC
and 11% 1 North and South America Of
total foreign mvestment in SA, 50% came
from the EC in 1989 — though this percent-
age had declined from 58% in 1980

All these values are given 1n money of the
day So relating the various trends to GDP
will be useful The Bank provides figures for
1973-1989. Total foreign liabilities stood at
R86,4bn at the end of 1989 which was 37%
of GDP This compared with R10,4bn, 54%
of GDP, at the end of 1973 Foreign assets,
including gold reserves, amounted tg
R51,2bn, 22% of GDP, at the end of 1989,
compared with R3,4bn, 18% of GDP, at the
end of 1973

over this 16-year period. Foreign habilities
grew &,3 times while foreign assets grew 15,1
times. This comparative analysis shows the
debt crisis was one of liquidity rather than
solvency

The long delay in producing the census,
despite the availability of computing sys-
tems, 18 atinbuted to the problem of getting
about 80 000 recipients of the Bank’s ques-
tionnaires to complete and return them

At the editing stage many returns were
imcomplete or contradictory, which meant a

further round of correspondence and analy-
SIS H

INTEREST RATES
9
Not very accﬁduimg
1112
Bunks are facing Tugher costs as the Reserve
Bank attempts to simphify 1ts accommoda-
tion procedures which counld cause the gener-
al level of short-term interest rates to firm
despite sagging demand

Banks are accommodated at the Reserve
Bank discount window to finance therwr cash
shortages at the end of each day. The rates at
which they are allowed to borrow depend on
the liquidity of instruments offered as collat-
eral Together with the size of the shortage,
the rates charged and the instruments avail-
able for discounting at each rate are impor-
tant cogs 1n the Bank’s monetary policy

Now, amending legislation to the Deposit-
Taking Institutions Act, to be known once
more as the Banks Act, strips bankers’ ac-
ceptances (guaranteed bills of exchange) of
hquid asset status This deprives the banks of
a security which can be rediscounted with
the Reserve Bank at a favourable rate.

Further amendments have been proposed
which will put banks at an even further
disadvantage by forcing them to pay even
higher penalty rates

Under the present system banks are ac-
commodated over a spread of seven rates
Treasury and Reserve Bank bills at Bank
rate, while penalty rates, 4,75 percentage
points above Bank rate, are charged on long-
term gilts. Unt1l the amending legisla-
tion was passed this month the 91-day hquid
bankers’ acceptances played a crucial role in
banks’ financial management as they were
rediscounted at only one percentage point
above Bank rate,

The Bank now proposes to narrow the
spread to three rates Liquid Treasury bills,
Reserve Bank and Land Bank bills, with a
maturity of up to 91 days, will be accommo-
dated at Bank rate, The same ills, with
maturity between 91 days and three years,
will be accommodated at a rate “to be set by
the Governor ” But all other nstruments
(including BAs) will be accommodated only
at a higher, penal rate — above prime

Rates could tick up because banks, which
are short of liquid assets just prior to seeking
assistance at the discount window, would

The ratio of total foreign habilitics to total | have to bid up tltl_cir deposit zates to avmi
FINANCIAL MAIL « MARCH » 19+ 1983 + 39
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TELEMETRIX, the London- and JSE-list-
ed electromes and information systems
group, Increased earnings threefold after
doubling profits i the 1992 financial year

The group anmounced yesterday that
pre-tax profits douhled to R45,0mm, after a
net exceptional charge of R42m, from

l R19m

The group overcame difficult economic
and trading conditions, particularly in the
UK and Europe, to increase turnover 17%
to R455m. - g 1

Earnings a share mncreased from 8c to
23c, mawmly as a result of a doubling in
attributable profit from the group’s US
listed subsidiary GJ1 *

The dividend for the year was increased
to 3,7c from the previous 2.8¢

The directors reported the net exeep-
ttonal charges of R4,2m were made up of
costs of R20m relating to the closure of
loss-making businesses reported at the -
terim stage, and the disposal of surplus
properties, less a gain of R15,8m from the

W"I. L - o pigrr— e

GTI Corporation.

Chawrman Arthur Walsh sad after re-
structuring the group was MmoIc clearly
focused on 1ts core busInesses, supplying
specialised electronic components and test
equipment, S

The group’s net cash at the year end was
?959:11':1 agamst borrowings of R22,3m 1In

1. -

Walsh said the improvement arose from
the sale of GTI shares for R33m and cash
generated from operations. :

GTI continued lts sales apd profit
growth during the year under review. Pro-
fit before tax increased 104% to R37,6rm on
sales up 37% to R283m

Zetex, the UK-based specialist semicon-
ductor manufacturer, nearly doubled pro-
fit before tax from R5,im to RO,7m on

iales which were 31% mgher at R73,9m.

- Altron has a 7% stake in Telemetrnz.




‘There’s a_direct banking
| S Twigs @.qss'-)r 2i)2)93
lFI-]'»,‘EI}I'«I('JH Bank of Southern Africa tan offer ®
ocal companies a direet link into Singapore 1 k
and South-Fast Asia through its parent Ban- ln O aS
que Indosuez’s mternationzl network
Banque Indosuez, one of France’s largest  and an active presence In 65 countries Be-

banks, “transferred its Aslan headquarters cause of this network, the transactions of SA
from Paris to Singapore m md-1090, enlarg- compames can be handled in-house by FBSA

ing its functions and scope at the same time with clear cost and speed advantages, says
| __The headquarters supervise branches and FBSA assistant general ma an-Mi-
| affihates mn Hong Kong, Indones:a, Malaysia, chel Caffin

People’s Republic of China, Singapore, Thai- b

land, Taiwan, the Philippines and Vietnam Further ties b&fWeen FB anque

It also covers Burma Cambndla and Laﬂs IﬂdﬂSUEZ’S ASI-H.H ﬂpEI’EtlﬂﬂS also exist Erie
' Maurin, who spent seven years as head of

- FBSA’s corporate banking division, 18 now

Renamed 1@ managing director of Indosuez Vietnam And
| Banque Indosuez's ties to Singapore~gs Mr Maurin’s predecessor, South Afrmm}-
back to 1905, when Banque de I'Indochine born Bruce Fraser, now heads the bank’s

| first opened its doors at Raffles Place Ban- COTPorate banking' international desk 1n

que de I'Indochine was merged with Banque Hong Kong

l de Suez in 1975 and the group was renamed FBSA has been m SA since 1949 and oper-
Banque Indosuez 1n 1981 It 1s now one of 23 ates largely as a wholesale corporate and
fully licenced foreign banks operating 1n Sm-  merchant bank. Its customers are mainly

0 gapore large corporates, multinationals and para-
anque Indosuez has a 51% stake 1n FBSA statals
: “"—_—'_—————-———__4
o




. suddenly quit: Minorco, the Lux-
- embourg-based overseas invest--

| can Corporation.

/

continye

Another senior’ e ecu%ve has

ment arm of the Anglo Amgx-':s
Geoff Mortimer, 49, was, re:
cruited two years ago as man-
agmg director of Minoreo’s ‘int'
dustrial mineral divisioh after
the company paid $10g mllion,
for the Elbekies sand and gravy-.
el business, near Berhn, 1n for-
mer Kast Germany b
His departure follows Mingr- |
€0’s top-level shake-up in De-
cember | !
Then, Roger Phillimore,a
joint managing director, left,
having lost a contest_for the
cluef executive’s rolel to Hank
Slack.ﬁ 4 ‘1 =
" Departure,
Minorco made no. mention of
the departure of'Mr"Mortimer,
formerly managing:director of
ARC’s UK aggregates’ opera-
tions, when 1t released: its half-
year results recently * :
These revealed a sharp jump
in operatmg earnings from the
industrial minerals busmess —
from’ $0,3 million to: $23 million
In the s1x months to December |
Minorco said Mr Mortimer
had “gone back to consulting |
‘We are very sad to see him go,’
He will,be replaced, by another

%

: former ARC .executive, Mr John

Draper, - .
Minorco -reported that its f;-

I

nancial<income, plus' earnings

' from equity-accounted inyest-

ments, more than offset iis
operating losses in the half-year
{0 December, — Finaneial
Times, b

:‘F[:{'I’ ‘lal
1




MINORCO has bought the Spamsh aggre-
gates group, Steetley Iberia SA, from Red-
land for £50m.

The company said yesterday that Steet-
ley Iberia, which had been acquired by
Redland as a result of its takeover of Steet-
ley m 1992, would be mecorporated mto
Minorco’s Industrial Minerals Division

The division had shown a profit of $23m
on sales of $75m 1n 1ts s1x months to end-
December 1092,

Minorco CE Hank Slack said he was
«extremely pleased” to make the acquisi-
tijon which had extended the company’s
European mdustrial minerals activities
into a third core country

In the past two years Minorco had pur-
chased gravel pits m Germany and spe-
calist stone operations in the UK.

«“This contimues Mimoreo's policy of in-
restment 1n sound, well-managed and pro-
htable aggregates businesses in areas of
forecast growing demand,” Slack sawd

Steetley Iberia operated 14 quarries and

JONG WATERS I

e
gravel pits and 21 readymixed concrete
plants in Spain 1t was the leading supplier
of aggregates and readymxed concrete 10
the Madrid market where most of its oper-
ations were based
Steetley Iberia’s total capacity was 1t
excess of 6-million tons of aggregates and
1,3-mulhion tons of ready-mi crete a
year 2.2.C
The company’s stat 1 al-
though sales were currently below these
levels, which reflected the general Europ-
ean economic downturn, gperating. pr fit
was satisfactory s{pﬂ/ﬁfl
“Medium-term cts for cohstruc-
tion 1 Spamn are promusing with signifi-
cant infrastructural work planned for the
Madrd area in particular,” Minorco said
Steetley president Jose Astorqud and all
other senior management executives
would retain their management responst-
bility, the statement saxd

ey e————
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BUSINESS DAY, Friday, March 26 1993

TOYOTA SA would officially move 1l the cenir:
African market for the first time after an agree-
mentto supply Mobile Mators in Malawi with SA-bult
vehicles, Toyota SA said yesterday.

The move into central Africa came in the wake of
changmg attitudes towards SA and the acceptance of
the country as an economic and manufacturipg £
in Africa, said CE Bert Wessels. E\

4 rce
The group’s ezfpurt opportumties into Afri a(‘i?—'

agreement, which Wessels koped would be the first of
many 1 Africa, had the backing of Toyota in Japan.
SA-built Toyotas would substantiaily reduce the
delivery time, about 6-12 weeks from date of order,
apainst about 25 weeks from Japan, said Wessels.
The range to be supplied ineluded the Corolla 1,31
sedan, selling for 104 000 kwacha (R77 000), and the
Toyota Stallion pick-up at 80 075 kwacha (R59 314) It
would be expanded to include the Venture. The
vehicles would be fitted with a “Harsh and Dusty
road” package for the harsher road conditions.
Toyota’s SA’s annual production of about 85 000
vehicles — about a thurd of SA’s market — amounted
10 half of all vehicles sold on the continent outside SA.
Sales volumes in Malawi were expected to be rela-
tively low and could be affected by a lack of foreign
exchange, a spokesman said. o =
Credit Guarantee busmness development manager
Richard du Toit said Malaw's forex reserves were s0
low Credit Guarantee would Rot cover exports to that
country. It had closed its offices there.
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Protea clinches Nairobi hotel contract

CAPE TOWN — Protea Hotels has | 1ism could grow sigmficantly by the
been awarded the management con- I——LmDA el j diversion ﬂ% tourists from Kenya to
tract for a top hotel 1n Nairob, Ke- ™ “We believe the future of tourism SA An esttmated 800 000 foregn
nya, being chosen ahead of major, "™to Africa will revolve around an axis  tourists visited Kenya annualiy~corp-

well-known 1nternational hotel .}spannmg from Kenya via Tanzania  pared with SA’s 250 000 @},@

groups for the deal ~Jand Zimbabwe 1nto SA,” he said
Protea Hotels executive chairman i The Nairoln Protea Hotel, wh
Otto Stehlik said yesterday the cnn-}? e;tegilka r:tgeaprd;c; t;l;galfﬁmufggr would open 1 mud-June, was a first
tract to manage the R30m Nairobh J P . class international hotel built to SA
Protea Hotel further st h ontracts, adding that Protea was ne five star standards. Stehlik said Th
rotea note: was a rurther stepint gotiating with hotels 1n Mombasa and ive star stanaards, stehhik sai e

G s reome . S, oo camps n Kenyan natonal prks and _ htel was owned b the Trade Ban

..—0f Kenya and was part of a shopping
hotels 1n Mozambique, four 1n Maurm would be meeting the Tanzanian i@entre which included a high-rise '

tius and had recently taken over two ernment soon apartment block already under Pro-
hotels 1 Zimbabwe Stehhik believed SA’s foreign t tea management ! ‘Lw 2( gé
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ABSA 15 close to buying a
bank 1 Frankfurt, Ger-

many, to strenpthe
European mﬂuence@
A source tells B

Times that although Absa
has a representative office
in Germany, 1t plans to m-
crease 1ts influenice in this
centre The company, how-
ever, would-not comment
on any pians to expand 1
operations overseas. {270
Absa aiready has

office 1n Frankfurt, but 1t is
believed 1{s presence will
be enhanced by the pur-
chase of a small bank. Absa
recently consolidated its
TrustBank and Volkskas
Bank activities in London
and also has a subsidiary in
Hong Kong ‘




hotel ’ 1tract
'+ Nairobi @&

Finance Staff
T~
’ Protea Hotels is moving into
Kenya. |

The group has pulled off a
major coup by wresting from
several contenders the contract
to operate Nawrobr’s newest in-
ternational hotel.

' The R30 million Nairobi Pro-
tea Hotel at Hurlingham on the
outskirts of Nairob: opens n mid-
June. -

Protea executive chairman
Otto Stehlik says the development
is a result of the group’s determi-
nation to use the more positive
political climate to export know-
how and expertise and to open

. doors mto Africa.

Protea Hotels has in the past
two years rapidly expanded its
achvity m Southern Afnca.

It now operates a resort 1n
Swamnland, two hotels in Mozam-
bigue and four m Manritius, and
has recently taken over iwo
hotels in Zimbabwe.

Plan One, Protea’s subsidary
company, has-been mvolved In
the plannng, conceptualisation,
development and procurement of
the Nairob1 project.

This has resulted 1n export
orders for South African fixtures,
furmiture and equpment worth
R11 nullion, with more to follow
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Minor & agreesi 2 fund

purchase deal In Ireland

Minoreo has agreed to provide tunding for the
frish exploration company fvernia West, 18
which it has a 24, percent stake, to enable it
to buy a 52,2 pé nt 1nterpst 1M eland’s Li-
sheen project. 720

Minorco said day that 1D accordance
with Iverma’s joint venture agreement with
Chevron Minerals of Ireland (CMCI), the lat-
ter had invited Tvernia to buy iiS 595 percent

interest in the project for ¢56 mlhon. .
sMinorco has been informed that Jverma’s

directors are considering CMCY's offer and

The agreement hetween Minorce and Iver- .
pia is subject to a pumber of conditions, in-

oluding regulatory approvals and the approv- \

al of the shareholders of fverma. — Sapa.
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. International resources group, is poised to
"take a 62,3% stake in a major zine-lead-
silver project m Ireland
“ Mmorco announced on Friday that Iver-
\ Iua\West, the Irish exploration company m
. Which 1t holds 24,5%, had been offered the
. option of buymng out the interest of its
partner, Chevron Minerals Corporation, m
the Lisheen prospect in County Tipperary
Drilhing has shown that Lisheen has re-
serves of 10-million tons with an average
grade of,12,2% zinc and 31g/t silver

Chevron 1s offering its 52,5% share 1n

W

COMPANIES
pand Irish mining stake

Q‘—}g JOHN CAVILL @ )
Listieén to Iverma (47,5%) for $66m

Minorco has agreed to put up the money
which will lead to a joint venture, 'with
Iverma 1in which each will hold 50% of
Lisheen This will give Minoreo a direct
and indirect interest of 62,3%

In addition Minorco, which will be the
operator of Lisheen, has agreed to provide
Ivernma with 1ts share of the pre-production
cosis up to a maximum of $18m

Zine 18 Ireland’s most valuable mineral
product OQutput totalled 187 000t in 1991
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AFTER coming under the spot-
art | Light 1 recent weeks, with pro-
fic | testing umversity students call-
B0- | g for 1its disbandment, the
Independent Development Trust
€1, | (IDT) is fighting back.
led The SA Students Congress claims
€Ir | the IDT has failed hopelessly to meet
the students’ funding needs — and their

criticism 1s echoed by other organisa-
tions which say that despite the R2bn
of taxpayers’ money used set up the
trust two years ago, housing and edu-
cation backlogs are still staggering

But IDT communications director
Jolyon Nuitall said i an nterview
that most of the trust's projects
aimed at assisting “the poorest of the
poor” were well under way

While the trust itself could not be
the solution to SA’s housing, educa-
tion and unemployment problems, it
had far exceeded its original brief by
setting up commumty struetures to
take projects forward well after the
trust’s funds had expired.

“Sound development 15 not the
speed with which you dispense mon-
ey, but the sustainability of what 1s
developed,” said Nuttall.

The success and durality of pro-
jects — such as preschool care,
school building, primary health care
and the capital subsidy scheme ~-
were dependent on the lengthy pro-
cess of getting commumty mnvolve-
ment and acceptance.

“It 1s more important that commu-
nmties have a sense of ownership of
projects, rather than that they have
development projects thrust on
them.”

However, where the quek deploy-
ment of funding was crucial, such as
for drought rehief projects, the IDT
could and did act with speed, he said

IDT defends 1ty

ment role

KATHRYN STRACHEN

The trust had also found that its
mussion ~ due te end 1 Mmd-1995 —
could become permanent ., - .

Nuttali said because so few orgam-
sattons had the IDT’s capacity and
expertise to admimster such Iarge
amounts of money and to set up ne-
cessary commumty structpres, the
trust’s new pohicy was to make its
ventures permanent, ~using funds
from 1mtiatives such as the national
bousing forum. -«

He said that by the start of this |

year, R2,1bn had been allocated to
450 pru]eeta ranging from massive
school building to teaching patch-
work to prisoners’ wives in KwaZulu.
Of this amount, Rﬁ[}ﬂm was already
m use, " ky Y, o 9

The IDT’s ca 1tal" snbsidy scheme
would result 1n 110 030 poor people,
each with an average of seven depen-
dants, owmng a piece of serviced
land. However, this R800m project
will meet only 10% of total need...

Nuttall said that through a R300m
venture, the trust hoped to reduce the
backlog of 50 000 classrooms over the
next two to three years. It aiso aimed
to fund the bmiiding of 100 new clinics
In rural areas,.and to grant R120m
over three years to weilfare projects
related to development. -

The IDT had earmarked R70m
over three years for pre-school facili-
fies mn the absence of government
funding Drought relief received
R100m and tertiary education loans
R80m

By January, 92% of. the pro]ects
were off the ground, and the 8% still
to be actwated were in “unreachable
war-zones” such as Phola Park and
areas near Maritzburg.
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ADRIAN HADLANT S
TORIA — The export-polw }
cies of multinational corporations §

now domg business in SA shouild §
~be investigated by guvernment .-

the SA nsumer Un re-
solved. %1 j
*  Unione L nul- :

man said the dumpm of harmful -_
or shoddy goods into SA could be §
detrimental to the health and §
safety of local consumers. .-
jy There was the possibility that §
 some “global companies now op- §
erating across nahoral, bound- §
aries may be infringing consnmer }
; rights”, Moolman said. This was §
*likely where a company’s export |
pelicies did not cnmp{i with the [
stringent laws operating within ¢
the country of origin./ "
Amnng problems identified by
» the union were multinationals ex-
pnrtmg substandard technology |
-rwith poor environmental and §
- health effects, together with a
lack of “genume motive” to create
njubs and stimulate production |
“All governments must be suf-
s ficiently alert to the possible sitn-
ation where ethics are sacrificed }
* for profils and when long-term |
consequences prove to be detn-
.mental to the environment,”
| *Moolman said.
The consumer umon called on
and imple-
ment the 1985 UN gmidelines for
consumer protection.
“We need fair rules and mmni-

' mum standards to be established

- 10 promate the good conduct of |
transnational corporations, to
preserve our natural resources

i

u
d

. and to safeguard the heaith and

safety of consumers,” Moolman
said in a statement.

The union recently resolved to
request Trade and Industry Minis-
ter Derek Keys to urge govern-
ment to sign the UN gurdelines.
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‘© 1 A JUMP 1 the amount of paper
> | dumped 1n SA, 1n spite of existing
tariff protection, during a year of
already poor domestic market
of | condrtions has added to the woes
S *facmg Mond: Paper, the paper
and pulp producer 53% held by
v | the Anglo American Industrial
"k | Corporation
Executive chairman Tony Trahar
says the year was “a catastrophe” for
the paper and pulp markets
The plight of Mondy’s business was

0 | exacerbated by a relaxation of ym-
vy | port controis, without corresponding
'd | Increases m tariffs on imports Mar-

ket sources suggest Mond: and Sappl
may have made anti-dumping apph-
cations to the Board of Trade

ond1 reported a 54% fail in earn-
Ings to Rolm (R110m) 1n the year
ended December 31 1992 compared
with earnings of R172m 1n 1989

The fall profitability follows a
R454m capital injection by Anglo and
De Beers 1n 1990, and the completion
of a R1,4bn modernisation and expan-
Sion programme 1n the same year
Mond: has a 5% share of Mond;
Europe which acquired sigmficant
Austrian paper nterests i 1990 and
1992, and the group has benefited
from significant adjustments to )ts
deferred tax provisions with cuts 1n
the company tax rate

Mond1 contributed more than 16%
of Amic’s earnings in 1989, but Mond;
and NTE, the forestry company

LTk

which became a wholly owned sub-
sihary on January 1, contributed
only 7.6% 1n 1992

Analysts agree 1992 was bad for
the sector abroad, to which Mondi 1s
exposed through its mvestment in
Mond1 Europe, 1ts supply of pulp to
its Austrian associates, and exports,
responsible for a third of turnover

The European market, éxperienc-
\ng steady growth for paper products,
was blighted by overcapacity among
the main producers and the willing-
ness of governments to support loss-
making operations to preserve Jjobs
Currency devaluations 1n Finland
and Sweden improved the compet!-
tiveness of their forestry output Tra-
har notes the Austran schilling was
not devalued, affecting the competi-
Uveness of the Frantschach busi.
esses controlled by Mond1 Europe

The domestic recession took its tojl
on Mondi’s business, with the group
temporarily closing between 10%
and 20% of 1ts overall 1,5-muliion ton
a year capacity

Talk of tariff protection 1n the
teeth of the recession and trough o
commeodity markets might smack of
whingeing, but Trahar says Mond:
has a good case One analyst says it 1s
difficult to quantify the impact paper
Imports have had but they may have
taken up to 20% of the local market

Trahar says these imports affect
Mond1's core business packaging, A4

O]

ying paper and oard
He notes rival overseas paper pro-
ducers receive much “suptle” protec-
tion m the form of loans and subs).
dies, in addition to favourable tariffs
Trahar says these range on aver-
age from 9% to 25% agamst uncoated
fine paper imports, compared with
zero 10 10% 1n SA. On top of the weak
tariff structure, the authorities are
slow to react to claims of dumping

Mondi has benefited from the Gen-
eral Export Incenfive Scheme
(GEIS), “crucial” for enabling the
group to sustam its newsprint exports
In the late ’80s and early '90s

Whether paper processors, who
have had lLittle alternative byt to buy
paper from the Mondi/Sappi ohigopo-
ly, will see new tariffs on imports In
the same light 1s another matter

In the meantime, Trahar says
there are signs paper and puip mar-
kets are recovering Newsprint and
timber prices in North America have
firmed this year, pulp prices may
have bottomed, and with so many
overseas mills unprofitable and fac-
ing closure, the mndustry’s problem of
overcapacity may improve

Mondr’s exports to Africa and the
Middle East are rising, with more
potential 1n India and Australa, be-
cause of SA’'s geographical advan.
tage

Trahar adds, without divulging fip-
ures, that Mondi 1s “in good shape” as
it waits for the uptorn
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AAF, the London-listed subsidi-

ary of W&A, hag announced g

rights 1ssue to rage 27,65 mulhion
It will issye 4,6 million npew

findfice capita} expenditure ang  11p.
additiona} working capital,

§ capacity at
Alloy Wheels Internationa) will
be” mereased o meet expected

The manufactyr

Orders.

which will reduce theiy holding in{_ .backed businesg and to generate

er in
irom 214p to 959p and to 22,2p
before the Excéptional item The

dividend has been maintamed at

Deputy chairman . M1ton
Schlosberg 3ay8 AAF has per-
formed steadily i, 5 tough busi-
ness and economye €nvironment-

The group has demunlstrated
JMs ability to acquire good asset.

to 43,1 ™ ‘satisfactory returns from these
mvestments, d
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"By Des Parker

- DURBAN — South Africa’s
prospects for international in-
avestment hinge directly on the
Pattitude a new government
wakes towards the domestic
pusiness sector, says Old Mutu-
wal’s London-based mnvestment
r gdirector Kevin Carter
= He says perceptions of SA
held abroad are hkely to con-
tinue to be dominated by its po-
litical situation

A new regime will need to
I inake a special effort if 1t 1s to
“attract investment dollars be-
> gause competition is growing
" rapidly for capital among
fiewly-emancipated developing
I economies
™ Durban-born Dr Carter said
| in a presentation to financial
journalists here that an unprec-

edented overhaul of the world

SA faces big rivalry gq

economy was taking place as a
resgll;ﬁf the freﬁmg up of once
cenirally-controlled qemlap‘m
economies ’ - ;

Because their wa tes
were much lower than those of
developed countries, these
countries were mcreasingly at
tractive as mmvestment destina-
tions, which would lead to rapid
growth 1n their economies.

By contrast, developed coun-
tries were stagnating, with
structural unemployment a
growing phenomenon and low
and falling inflation a conse-
quence,

This “mobilisation of low-cost
labour” combined with falling
money supply growth would re-
sult in low global inflation
stretching at least into the next
century

On an index where expensive
German manufacturing labour

was 1 ow-cost Chorgwad
one (Russia was below one),
South Africa would probably
welgh in at 10 or less.

It had competitive advan-
tages 1n a number of areas, such
as tourism and natural re-
sources, but the key lay mn a
government sympathetic to the
needs of business

Worldwide

“Becatise investors have a
choice, there 15 fremendous
competition going on worldwide
for the investment dollar.

“Countries which are unable
or unwilling to make them-
selves attractive to foreign cap-
ital simply get none, or very
little.

“So emergmng countries typi-
cally attempt to outde each
other 1n the deregulation and li-
beralisation stakes i order to

make t:ezaélvis Felatweldy

appealing as possible.”

Dr Carter forecast a notable
dechine on Wall Street towards
the end of the next 12 months as
price earnings ratios fell back
to the 10-12 region in response
to the reduced potential of
American compznies for recov-
ery as a result of the changing
world econoray.

At the same time, institution-
al investors worldwide would
look mcreasingly at the growth
oppertunities 1n developing
countries,

They would place special em-
phasis on markets where they
could get the best possible re-
turn for the least amount of
risk.

He estimated they would shift
increasing amounts of therr
portfolios to areas giving re-
turns of 20 to 30 percent a year.

|
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Unisery ends

Nt
the year(_.
S:rﬂ;t <4193
-with a'bang
United Service Technologies
(anserv) inore than trebled
operating mecome to R15,96 mil-
lion, while taxed income: rock-

eted from R], 44 million to
R12,4 million 1n the year to Feh-
ru

ii{ributahle micome hefore an
extraordinary item of R4,78 rml-
hon was R11 47 million, against
only R16 000 the previoys year

Earmngs a share on a fully
diluted basis totalled 22 8¢ (2,7¢).
Annual dividends have been re.
Sumed with a 7¢-payment,,

The directors expect' the 1m-
proved performance m all divi-
Sions.{o continue,

Burlington Ajr Express and
Burlington Qcean Express hay-
Ing continued fo skiow’ improve-
- ment, despite the poor ecor
ic chunate, -

{

}

Coiltributl :

Sun Couriers, working off a
reorganised infrastructure, had 3
better second half, while Mount-
ies made a better contribution to
profit

The export division continyes
to present problems, though
these have been eased after
downsizing }

Losses nevertheless continue
as a result of poortrading con-
ditions m Africa, resultig pri-
marily from the drought and
limited foreign exchange,

Although improved results are
expected, this division is budget-
Ing for a loss in the current fi-
nancial year, o

Because of the uncertainty of
Currency rermttances from some
countries, Uniserv has decided to |
account for the results of these
subsiharies only on the'basis of
dividends received, :

The extraordinary item 1s a
reflection of the write-down of
1nvestments 1n these territories.

. Overmight Express _continued-
to ‘trade’ pborly,” déspite thie ‘gfo. -
sure of certain operations, ..

Further rationalisation has
begun and the investment in ths
company has been written off
and shown as an extraordinary
ltel'm ¥ {

Umséry’s balance sheet re-

flects the benefits of the 1m-

L]

proved’ earnings performance,
with gearing reduced, — Sap
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'FNB acquires Hong Kong bank .

| FNB has acqured Hong Kong-based bank

Midlantic {Asia) Ltd for $lom in 2 cash ot

deal that completes the SA bank’s uve‘-q:s changed to reflect its SA parentage.
d

expansion. drive. The acqusition follows ¥NB'S purchase
FNB semor GM arilett sal of Henry Ansbacher 1n London and the
East Asian bank, which had an asset base establishment of an FNB branch mn Zurich
of $75m, was profitable It concentrated Bartlett said the latest purchase com-
primarily on trade finance and its focus in  pleted the bank's current overseas acquisi-
this area would naturally shift more to- ~tion drve Asked whether opposition to
wards SA trade finance than-had been the - foreign e;{Fansmn-by the SA National Civie
case in the past Midlantic was formerly a Organishton (Sanco) had played a role 1n
wholly owned subsidiary of the Midlantie decisions, he said the banking group be-
National Bank of Edison, New Jersey. lieved 1t would be doing SA a disservice by
Bartlett said the deal was done through not expanding overseas. ‘' .« o
the fiancial rand with finrands that had + It was also announced yesterday that
been accumulated The FNB ownership Eddie Keys would be the MD of the pew
takes effect immediately and the oper- operation Keys was FNB’s representative
tion’s name and corporate identity willbe 1n Hong Kong m the early '80s. .
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contment opens up for South Africa:
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By Mzimbouiy Malunga

" take part
The gathering 15 being organised by
the:South African Institution of Civil
ANCTIDNSﬁIE steadily becom- Erf meers with the support of the South
1ng hl‘“ﬂfy and more South fftt:an Foreign Trade Organisation
Afrnican ﬁﬂmQ?ﬂlﬂs are logk-= " Though interest exists, many South
mg up- “Qﬂh"“ﬂ“d IB‘W‘?%QF Alr:can businesses are adopting a wait-
busmess m Afncam F 2 "“’*"‘?@%qlﬂee attitude before getting involved

A two-day confer, Ilcé" o enlightep aiﬁ‘ventures m Africa

local companics on h‘::sme,ﬁmp WUV

tees north of the Lmipm‘iﬁﬂ:gtﬁhef h‘*iﬂ Eb@* ‘Logistics
the Sandton Sun on May'6amd 7 - %% Insiphts regarding procedures and lo-
F?Off‘ cials from the;ﬂwmld Bank —  @istics when doing business 1n Africa

msntutmns and ﬂrgﬂﬂﬁ”’ﬁ@ﬂﬁﬁﬂﬂ&t&dﬁ }'ﬂn come under the spothght
with 1t will be participating — will for ~ The World Bank spends more that

the first tme send representatives to  R61,6 billion on development projects

e T—

[ 4 - — —_

awdrded to companies by African gov-
ermments every year

About 70 percent of the money 1n-
Jected into Afrnica by the World Bank 1s
spent on buymng equipment for projects,
20 percent on vivil works activities and
10 percent on consulting services

“The conference will not only pro-
vide information on the opportunities of
dealing with the World Bank but also the
prtfalls,” says Saice president Professor
Fred Hugo

World Bank operations in Afnca
could offer lucrative business contracts
to local business but certain procedures
have to be followed to gan access

World Bank projects range from nur-
turing agricultural output and
infrastructural construction to the sup-
ply of basic needs Iike water and elec-
tricity




CAPE TOWN — 0ld Mut

al has prepared itself for
the move by SA corporates
into Africa by undertaking
4 major comparative sur-
vey of employee benefit
schemes m 11 countries,

Old Mutual assistant GM
Henk Beets said the aim of
the survey was to enable
the life assurer to provide a
consultancy service for
compantes planning to set
up operations in other Afr;-
can couniries.

The completed survey —
which covers Botswana,
Egypt, Lesotho, Nigena,
Kenya, Swaziland, Zim-
babwe, Malaw:, Zambia,
Namibia and SA — would
be expanded to lncorporate
other African, and possibly
European countries, and
would be updated every
two months to take account
of new developments

Beets said husiness deci-
slons demanded a carefyl
analysis of local conditrons
and arrangements, and the
employment environment.

“In the case of employee
benefits, it is crucal to
have a thorough under-
standing of relevant legis-
lation, employment prac-
tices, the investment
cenvironment and foreign
exchange regulations Only
then can an effective ang
coherent employee benefits
strategy be developed ”

He said the survey would
prove an invaluable gmde
to compantes poised to ex-
pand mto Africa, adding

Egypt and SA, the re-

that SA could learn vajy-
able lessons from Afriea in
terms of socral security,
health ecare and housing
Systems. Systems specific
to Third World conditions
where the average income
per capita was low had to
be found

Beets said it was more
feasible to extend employ-
ee benefits in the context of
an AIDS eptdemie, as un-
hke mdividual hfe assyr-
ance products, rates were
reassessed on an annual ba-
818 to reflect the claims
expertence

Comparing the soeal se-
curity schemes mn Kenya,

Searchers found that in Ke-
nya and Egypt national so-
cial security funds were
funded by employers ang
employees whereas in SA
the social old age pensions
were funded from tax rey-
enues The benefits offered
in Egypt and Kenya were
far more comprehensive
than in SA,

More empbasis was giv-
en in these African coun-
tries ta private sector fund-
ing for social service
benefits.

Beets said the advantage
of a compulsory national
contributory scheme was
that 1t was a more explicit
form of taxation than 1n-
come tax and led to a great-
€r sense of ownership and
responsibtlity on the part of
the contnbutor.
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Mine equipment !.

i

SA’s mining €quipment manufacturers {
| Wil be trying to capture a share of the
{ $50m China spends each year an mining

3

| equipment imports, at SA Minetech ’93 i.
: in Shanghai later thig year, B@n i
' g

| More than 70 SA firms

, Part in the August 31-September 4 exhi- -
bition, Delegates from about 300 Chi- ..

| nese mines are expected to attend. ~

{ ExMhibition organiser John Thompson
) said he expeeted SA mining executives
| would attend to gain experience of Chi-
| nese mining practices.

1 Shanghai Exhibition Cen puty
' director Xia Guo Liang said the Chinege
| investment code allowed for the setting |
# up of joint ventures, co-operation 1 the
{ manufacture of technology and direct
 investment in some mining operations,

SA bas a Centre for Chinese Studies
| in Beijing. Director Robert Moodije said
| China’s geology and meral resources
| ministry “strongly supports the expo
f and is keen to establish mining industry
 business exchange through this and oth-

er avenues”, [ .. 3IKT19 3
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EDWARD WEST

THE motor 1ndustry was 1n so much trou-
ble it could help neither itself nor the
motorist 1n the quest for afforable new
cars, National Association of Automotive
Component and Alhed Manufacturers
(Naacam) director Umu%@.ﬂﬂﬂm said
at the weekend. m. ‘&M W.__
Speaking at the opemng of the Cape
Motor Show 1n Goodwood, Vermooten said

the love affair that once flourished be-
tween SA motorists and theit cars had
been soured by high prices

The R38bn-a-year automotive industry
was employing 150 000 people whose livel:-
hoods were at stake due to the steady
deterioration of the industry

He said 24 000 employees in component
production and 7 000 in the retail trade had
lost their jobs over the past three years.
New car sales peaked in 1981 at 300 0C0
umts, but last year's sales of just more than
180 000 was lower by more than a third.

The downturn started with the sharp
drop mn the rand in the '80s because the
local content programme had failed to
eurb imports. This, the econormic downturn
and flaws 1n the local content programine
had caused car prices to escalate
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ABOUT 75% of Seifsa employers wanted
the existing industrial council system to
continue, although there was a trend to-
wards decentralised bargaimng over the
past few years, a survey conducted by the
Innes Labour Brief found.

Significantly, half of Seifsa’s Natal re-
spondents was opposed to the continuation
of the council compared with only 17% of
PWV companies, 28% from the eastern
Cape and 27% from the western Cape

Innes found that 64% of the Natal com-
pames opposed to centralisation wanted
regional bargaiming, with only 327 sup-
porting plant-level bargaimng

In contrast, 65% of PWV companies who
oppose centralisation would support plant-
level bargaining

Last year there was another decrease in
the number of industrial councils operat-
ing in SA, to B7 from 89, the latest National
Manpower Comrussion report said

Councils only covered 873 000 workers in
1992 compared with a million tn 1991, So
far this year, the building industriai coun-
cils seemed to be under threat of closure

wB.@_ou\o
or industrial

Picture ROBEAT BOTHA

ERICA JARKOWITZ

with major employer bodies withdrawing
Last year’s Seifsa agreement was the

first to discourage the long tradition of

two-tier bargaimng in the sector.

Previously, umons would try to win
additional benefits to those contained in
the council agreement by bargaining with
individual employers.

Innes found 33% of respondents still op-
erated plant-level bargamning structures,
mainly 1t the western Cape In 60% of
cases Numsa was involved.

Plant-level bargaining usually covered
conditions of employment, wages, produc-
tivity, tramming and benefit funds

Innes said this was important 1n that
issues which were previously regarded as
part of “management prerogative” were
now bemg negotiated with the union

“Discussions are under way at Numsa's
initiative to reform the current process,
nature and content of the industry’s collee-
tive hargaining arrangements,” Innes said.
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SA’s mining equipment manufacturers §
will be trying to capture a share of the |
$50m China spends each year on mining |
eguipment imports, at SA Minetech '93 |
| In Shanghai later this year. @5\ |

| More than 70 SA firms a g
| part in the August 31-September 4 exhi- |
| bition. Delegates from about 300 Chi- .

nese mines are expected to attend.

Exhibition organiser John Thompson
said he expected SA mining executives’
would attend to gain experience of Chi- |
nese mining practices. '

Shanghai Exhibition Cen puty i
director Xia Guo Liang said the Chinese }
investment code allowed for the setting |
up of joint ventures, co-operation in the
manufacture of technology and direct j

 investment iu some mining operations, |

SA has a Centre for Chinese Studies |
| in Beijing. Director Robert Moodie said |
| China's geology and mineral resourees |

ministry “strongly supports the expo |
and is keen to establish mining industry |
| business exchange through this and oth- ¢
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RESERVE Bank exchange con-
trol policy and the pohtlcally sen-
sitive and shaky finrand have
combined to undermine the drive
by mining house Gencor to estab-
lish itself as an internationally
based resources group

Chairman Brian Gilbertson admuats
the group “failed” 1n the past year to
achieve what remains a key objec-
taive ensuring Gencor becomes a con-
glomerate internationally diversified
mn 1ts assets and shareholders The
group’s mcreasingly high profile new
business team has litle to show for
its efforts

Coal producer Trans-Natal almost
clinched a deal to acquire a control-
ling stake 1n Australian colliery Oak-
bridge Coal mn December last year
The deal would have turned the coal
group mto one of the world’s biggest
coal exporters But Trans-Natal was
unable to get Reserve Bank approval
for financing the deal from SA.

After a Finance Mimstry directive
in late November almed at curbing
the alarming descent of the finrand,
the Reserve Bank said it would ap-
prove only offshore acquisitions
yielding an immediate benefit to SA.
New investments or deals already
signed would have to be f‘manced
with loans raised abroad

IB Joffe sells off
three loss-makers

ANDY DUFFY

BESIEGED retailer 1 B as
sold three loss-making businesses
as part of its strategy to strip
itself back to the core.

The company, which in the 12
months to December 1992 suf-
fered atiributable losges of R2m,
raised R1,75m by selling kitehen
furpiture manofacturer Telek,
leisure chair subsidiary LLB, and
the operations’ holding company
Joffe Saddlery to private individ-
ual Goos Lustig. élﬂ

1 B Joffe, which flagged up
the disposals in ils year-end re-
sults, said Telek had under-
performed since its acquisition in
1988. The poor economic climate
had Ied to the other saies,

Had the sales gone through dur-
ing 1992, Joffe said this would
have cut its losses a share from
12,8¢c to 4c. Net asset value wonld
have slipped from 33,2c to 23.2c.

The disposals, effective from
January 1, reduce I B Joffe to a
manufacturer and seller of leath-
er, camping, backpacking and out-

doors products. LIS .
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Gﬂbertsun says resources projects,
by their nature, have a long lead time
before they generate cash, there are
few commercially viable deposits up
for grabs, while Gencor’s limited
financial resources overseas make
raising funds offshore difficuit He
says a second deal was aiso scup-
pered by the Bank’s new policy

In contrast, Anglo American and
JCI already have significant offshore
interests, Gold Fields has strong links
to the US gold miming industry, while
Anglovaal has moved towards con-
sohdating its successful mdustrial
and consumer businesses 1n SA. -

Sappr’s successful acqusition of
German paper producer Hannover
Papier in June 1992 was a step for-
ward for Gencor - "

However, the subsequent collapse

-rn—-'

in pulp and paper markets, the fin-,

rand’s plunge and a crash 1o Sappi's
share price sent foreign nvestors
scutthng Analysts believe most of
the new Sapp1 shares acguired by
European nstitutions have returned
to SA mvestors

However, Gencor Is pressing on
even if the current exchange controls
amount to “a blanket veto on finrand
deals”, says one analyst. The pelicy
leaves miming houses 1n an unenvia-

Experts expect N
to rgcord S§trong o

NEDCOR 1s Dﬁgd to

strong growth 1n ﬁrst-half earmngs
tomorrow and may declare an alter-
native scrip dividend to a higher in-
terim cash payout, analysts said.

“We'll see good results from them,”
Doug Ellish of stockbroker Anderson
Wilson Partners Inc told Reuter.

Wider mierest rate margins before
the current squeeze affecting the
second half, and recent tax changes,
would more than offset 1ts continued
high level of bad debt as the recession
dragged on, analysts said.

Analysts forecast growth 1n share
earmngs of at least 15% to 117 cents
i:;g; in the six months to March 31,

The nterim dividend was expected
to be ncreased to 24c per share from
a previous 21c

Analysts said Nedcor may offer a
senp dividend as an alternative to
the usual cash payout as this would
escape the new 15% secondary com-
pany tax on distributed profits (cash
dividends)

The recent reduction in the com-

4 4 4

T - - - -

ped to

_‘,_.---:— '

—p— e,
]

ion because significant local
opportunittes — Gencor 15 already
involved in new alumimum, gold and
steel projects — are limuted. Their

» gold and coal operations will “waste

away”’ without gamng access to new
offshore resources.

Minerals projects which provide
immediate returns are rare, but they
do exist, and Gencor thenretlcally
has no difficulty in handling an off-
shore acqusition financed 100% by
borrowings. The problem is 1t is 1m-

possible to service the debt from SA

Fmdlng a project which has a s1g-
nificant self-funding component 1s'
not impossible, but such a venture is
kikely tn be lngh-risk, exposed to flue-
tuations in commodity prices, and de-
terring commercial banks from pro-
wdmg necessary finance.

" The World Bank’s private sector
arm, the International Finance Cor-
poratinn, has backed new gold pro-
jects mm Ghana and Zaire, but its re-
sources relative to major new
developments like a Columbus or
Alusaf are small

Exploration can be financed
through the commercial rand, and
management services can be sup-
plied 11 exchange for equity 1n a pro-
ject However, greenfields mimng
projects are Iikely to take at least
three or four years to develop

or
th

pany tax rate to 40% from 48% would
be a windfall for Nedcor, as seen
recently in First National Bank Hold-
ings Ltd’s first-half resuits, they said
- An analyst who dechned to be iden-
tified said although Nedcor had half
fhe size of First National's deferred
tax reserve, the corporate tax change

" would allow it to release a substan-

tial amount “The final results de-
pend how they show the tax windfall
They will be cautious anyway In the
first half”

Dawvid Southey of Edey Rogers Co
forecast continued heavy growth n
expenses because of 1ts computerisa-
tion programme despite the fact that
its three-year rationalisation plan
was comung to anend Expenses were
R846m in the previous first half

Analysts did not expect a major
increase 1n Nedcor’s speetfic and gen-
eral risk provision from last year’s
R103m.

“The Perm Building Society 1s not
the problem child it used to be, al-
thnugh 1t 15 not out of the woods yet,”
Ellish said — Reuter

I.H-HH

.....l.....

A 88

20

T A e B - R

|

31‘:
.
.

“Hh

l!.l..n-
oy
.

Bt < Wl

-

Vol e T

- l

i e T s M R g e A ol S e



J Blbbﬁ% aI

quired Spamish and Portu eseearth
moving operations helped send half-
year profit crashing at J Bibby, the
UK multlnatmnal conglomerate
which 1s 79% owned by Barlow Rand
While sales jumped by 49% to
Ifaﬂﬁcl}: 3gurmg the six months to
ar pre-tax profit dro b
63% to £6,5m, P pped by
Earmng a share after tax were
harder hit. at 2,1p they were 87%
down on the previous year and the
intermm dihdend has been cut from
2,85p to 2p
Last year's £82m takeover of Fi-
nanzauto, which 1s the Caterpillar
dealer in Spain and Portugal, was the
main factor. Yo s
As the Spanish economy slid into
recession, Inanzauto’s deficit hit
L£7m which could not be offset agamst
Bibby’s other profit for tax purposes
This pushed the tax charge up from
33% to 50%
High Spamsh interest rates also
quadrupled Bibby’s charges to £8,2m
Among Bibby's other businesses

e tmetar et et e E——p——— e P ——————— e —————— it
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the devaluation of the pound in-
creased raw materal costs in the
agricultural division where profit
dropped by £1,9m to £2,5m.

But recovery and expansion in the
US saw Bibby's Hyster matenal
handling operation return earnings
up 22% to £7,3m.

Barlow Rand Industrial division
chairman Clive Parker said
day that the number of umts of con-
struction equpment sold inSpain had
dropped by more than 50% during the
year, after remaimng fairly constant

over the preyions ihreq years. .
Although the group had expected a

small dechne in umts sold, the mar-

ket had collapsed 1n the past year

In the s1x months since Bibby as-
sumed control, it had put new man-
agement information systems into
place and significantly reduced staff
and management numbers Stocks
have been reduced by about 40% and

JOHN CAVH
MARCIA KI..EIH

yester- -

costs by about 20% Finanzauto had
increased market share to about 25%
All of these measures meant the
capital equipment diviston did not
require a lot of activity to show an
improvement, and it could be profit-
able by September at current Ievels
The division needed {o reduce debt-
ors, the major debtor being the Span-
1sh government, which owed contrac-
tors the equivalent of R22bn The
division was looking at placing some
of 1ts debtors’ books with banks
Parker said the EC Cohesion Fund
would spend £7,5bn over the next
four years to pruvlde a transport in-
frastructure for Trans-European net-
works. The funding would be made
available to common market coun-

.tries whose GDP was below 75% of

the commumty average, and this 1n-
cluded Spain

He said the group hoped the div:-
sion would make a sigmficant contri-
bution in the next financtal year This
would be dependent to some extent
on when Spamn started to spend on
cunstructmn
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NICK CHARISSIS

IN MY OPINION
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Nick Charissis is the
director of Deloitie &
Touche Management
Consultants.

SA’s reacceptance by the international com-
mumty has not been well recetved by most
local manufacturers Many view internation-
al competition with trepidation instead of
gearing themselves up for the tremendous
opportunities 1t could represent

But SA manufacturers cannot and should
not avord 1nternational competition A strong
manufacturing sector can be the main drv-
ing force in achieving the growth 1n GDP
that 1s essential for the development, 1f not
the very survival, of our economy

Clearly, local manufacturers must become
competitive This 1s essential in protecting
therr local markets agamnst international
players and to ensure that those which aspire
to 1t can become international players Rely-
ing on the false sense of security provided by
government protection policies 18 both short-
term and short-sighted 1n thinking

To find cut how SA manufacturers are
faring in key areas compared with their 1n-
ternational competitors, Deloitte & Touche
s conducting an International Survey of
Manufacturing Organisations It will cover
critical success factors, the degree of global
focus, manufacturing technologies and tech-
niques, human-asset development, perform-
ance measures and the state of SA organisa-
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tions Other countries participating include
the US, Canada, the UK, Germany, Japan,
Mexico and France The FM will pubhsh the
results later this year and plans call for
repeating the exercise annually

What can local manufacturers do to re-
main successful as SA becomes a normal
member of the international commumty?
Based on our experience 1n assisting manu-
facturing organisations to 1mprove their
competitiveness in both local and interna-
tional markets, successful re-enpgineering of
the orgamisation must address three broad
categories
Achieving a complete focus on customers,
1 Reorganising for success, and
Integrating information systems
The process 1s challenging and time-con-
summng That momentum, however, can be
mamtamned by avoiding lengthy planmng
and reports and concentrating on imple-
menting the changes

Obviously, not all manufacturers aspire to
becoming world players Some may prefer to
remain successful in mche markets locally
But all manufacturers will benefit by gomng

through a process of self-evaluation to ad-
dress the three key 1ssues and integrate therr
business around a focused objective

The major difference for those with their
sights set globally 1s that they must identify
and address the needs of their international
markets These needs will not necessarily be
the same as those of their local customers
Let’s look at each of these three broad cate-
gories more closely

Achleving customer fotus revolves around
customer service, a concept not extensively
implemented in SA The key issue 1s that

- TFa 14IS]73
turers, are you ready? (e )&

customer service 1s not the responsibility of
sales or marketing but of the whoie organisa-
tion ldentification of the main order-win-
ning criteria n each of a manafacturer’s
customer segments must be matched by the
ability of the whole orgamsation to meet
those order-winmng crteria Of equal im-
portance 1s for the entire organisation — not
just sales or marketing — 10 decide which
segments 1t does not have the capability to
compete 1n

Reorganising for success means jooking at
the orgamisation from the customers’ point of
view — across the traditional functional
areas How should each and every part of the
chain. from forecasting to selling, planmng,
manufacturing and distribution, be orga-
mised to meet the customers’ needs? Organi-
sation of all resources 1s imporiant, not just
where management has problems

A reorgamsation 1s based on the facts at a
given point tn tume In today’s rapidly chang-
1ng environment, however, how does an or-
gamsation remain relevant and competitive
on an ongoing basis? Sustamnabihty 18
achieved via flexibility and information

Effective information — both inside and
ouiside the organisation — 15 the nervous
system that enables management to monitor
and react to events Reacting quickly can be
achieved only 1f flexibility has deliberately
been built into as many aspects of the opera-
tion as possible A constramnt 1s the amouni
of funds available for investment

As a result of tsolation, SA manufacturers
have tended to focus internaily when at-
tempting business improvements It 15 time
we focused on our customers and reorgansed
to give them what they want
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Gencor may pay ;

premium to Shell

GEI\%}D%“;XV {3(1!:’ Lfl]ljlg%t;a pay

over the odds for Bilhiton, Shell’s
mnmng and mnerals division,
which has a book value of $1,8bn,
reports from London say

(zencor shares rose a meagre 20c 1
heavy trade on the JSE yesterday, 1n
contrast with the gold-inspired rally
n leading mimng stock, as the mar-
ket continued to digest news of the
group’s unbundling and proposed ac-
quisiion of Sheil’s mining interests

The stock closed at R12 as nearly
1,4-mtllion shares changed hands, the
most interest investors have shown in
the counter for meore than a year

Chairman Brian Gilbertson reiter-
ated that 1t was too early to comment
on the possible size of the deal It 1s
understood Gencor and Shell have
struck a strict confidentiahty agree-
ment regarding negotiations

The London Financial Times said
“Some of the jumeciest mining and met-
als assets which Gencor wants to buy

rmght shp from the SA group’s
clutches because other companies
have pre-emptive rights to them ”

Billiton would have to give part-
ners 1n joint ventures an opportumty
to match any terms 1t was willing to
accept from a third party

The report said much would de-
pend on the prices Gencor was ready
to offer and the group could be offer-
Ing more than $1,8bn because “the
move 1s of tremendous strategic mm-
portance to the SA group”

The Financial Times said Sheli had
given Gencor and 1ts adviser London

merchant bank S G Warburg 120 days

Witb)/ 110 A

" MATTEEW CURTIN

to sort out what, as (mlhertson has |

already admitted, would be complex
financing arrangements given Re-
serve Bank exchange control pohey

An analyst at London stockbrokers
Credit Lyonnais Lamng said it was
rumoured Gencor could be offering
up to $2bn for Billiton “While Sheli
has stuck with its muming interests
long after most o1l companies have
sold out their metal sides, Billiton 1s
not a stumbering jewel waiting to be
unlocked as one could have argued
was the case with RTZ and the pur-
chase of BP Minerals ”

He said Gencor would have to
avold creating a large vehicle that,
“like poor old Mmorco (Anglo Ameri-
can's offshore natural resources
group), is of hittle interest to foreign
Investors and persistently sells at a
large net asset value discount”

Billiton’s assets include the Bod-
dington gold mine in Western Austra-
lia, which produced 352 0000z of gold
n 1992, of which it owns 30%, togeth-
er with US aluminium group Reyn-
olds Metals (40%), Australian mining
group Newcrest (20%) and Kobe Alu-
minium Assoclates of Japan (10%)

The same shareholders own the as-
sociated Worsley Alumina business,
while Billiten has 40% and 41,5%
stakes in Brazilhan aluminium pro-
ducers Alumar and Valesul

The Collahuas1 copper project 1n
Chile 1s jontly owned by Billiton,
Canadian metals group Falcon-
bridge, and a subsidiary of Anglo
American South America
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| By Kenneth Gooding

LONDON — Some of the jui-
ciest mining and metals
assets which Gencor wants
to buy from the Royal
Dutch/Shell group might
slip from its clutches be-
cause other companies have

pre-emptive rights to them.

This means that Shell’s min-
ing and metals business, Billi-
ton, must give its partners n
the joint ventures an opportum-
ty to match any terms 1t is
willing to accept from a third
party.

The assets involved are.
® The Boddington mine, West-
ern Austraha, which last year
produced nearly 352 000 ounces
of gold.

Billiton owns 30 percent and
its partners are Reynolds
Metals, the US aluminium
group with 40 percent, New-
crest, the Australian mining
company, 20 percent, and Kobe
Aluminium of Japan, 10 per-
cent.
® The Associated Worsley Alu-
mina business, which mines
bauxite and alumimum ore, and
refines 1t into alumina, an inter-
mediate product, .

Worsley’s annual capacity
was recently expanded to
1,5 mutlion tons of hauxite. The

juicy assets

léide

duces about one million tons of
alumna and 350 000 tons of alu-
DnNIum a year.

Billiton owns 40 percent of
the alumina refinery and 47 per-
cent of the alumimum smelter.
Alcoa of the US owns the rest.

@ Valesul, a Brazilian alumun-
jumn producer (annual capacity
92 000 tons)

Billiton owns 41,5 percent,
Cia Vale do Rio Doce of Brazil
49,5 percent and Multisilicon
nine percent.
® The Collahuasi copper project
in Chile, expected to start up in
1996-97 \

Low prices

A company owned by Minor-
co and 1ts parent Anglo Ameri-
can recently paid $130 million
for a one-third stake mn Colla-
huasi. The rest is shared equally
by Falconbridge of Canada and
Billiton.

While Billiton’s partners in
these joint ventures are suffer-
ing financially because of low
metal prices, they might be re-
luctant to pass up the opportu-
nity to acquire mere of these
assets,

Much will depend on the
price Gencor 1s ready to offer
— there are indications that
these rmight be what other com-

@ Alumar of Brazil, pro-

encor

sts Gencor has
bid for mclude
® The Cadjebut lead-zinc mine
in Australia (Billiton holds
42 percent).
® The wholly owned Selbale
copper and zinc operations In
Canada
@ Cerro Matoso nickel (52,3 per-
cent) 1n Colombia.
® The Bogusu gold mine in
Ghana (81 percent).
@® The Lerokis gold mine in In-
donesia (90 percent)
@ The Pering lead-zinc opera-
tions 1n South Africa (100 per-
cent). .

Gencor obviously has great
faith 1z the future of alurmnium
— it is backing a $2 billion
project in South Africa for Alu-
saf to build a 466 000-ton smelt-
er, the West's biggest ever —
and sp; dpart from the opera-
tions in Australia and Bra=l, it
has also bid for Billiton’s other

alumina operafions: Paranam
in Surinam (76 percent) and
Aughinish in Ireland {35 per-
cent), '

'Gencor also wants Billiton’s

S

global metals trading and mar-

keting network — which would
certainly help sell some of the
extra aluminium from Alusaf

South African exchange con-
trol rules prevent Gencor ex-
porting cash to pay for the Shell
assets, so it will have to borrow

shareholders and their holdings  panies would consider to be onr ' a great deal if 1ts offer suc-
are the same as those for Bod-  the high side. ceeds. — Financial Times
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Seefl ties up with

Broadcast union

to seek interdict
LOYD COU
THE Broadcasting S ocCl-

ation {Sabsa} 1s expected to seek an
interdict this week preventing the
SABC from retaliating against indus-
trial action at the corporation by
withholding members’ May salaries

Sabsa'’s industrial action began on
Friday after a dispute was declared
when SABC’s management refused to
move from its salary increase offer
of 75% Sabsa was demanding a
10,5% pay hike. &fﬂ

SABC group labour relitions man-
ager Christo Pretorius said yesterday
the association could be mn breach of
a strike agreement, which could ne-
gate the protection granied the 1ndus-
trial action 1

Pretorius said the SABC was inves-
tigating the possibiity that the dis-
ruption of Saturday’s rugby final on
TV1 had been “sabotage”.

He said the SABC was awatting a
response from Sabsa by Thursday to
1ts proposals for settlement, but was
unsure of the significance of Sabsa’s
weekend announcement that it would
suspend 1ndustrial action until legal
steps agamst the corporation were
formalised

Sabsa spokesman Valerie Hopper
yesterday refused to commment

fuels t

THERE 1s growng concern among
medical experts that SA’s extraord:-
narily high mcidence of rape —
amongst the highest in the world — 1s
fuelling the country’s AIDS epidemic

Panos WorldAIDS reports mn its
latest publication that m SA a rape 15
carried out every 83 seconds on aver-
age. Vietims of sexual abuse are in-

creasmgly worrled about the risk of 1\

contracting HIV

Johanneshurg AIDS Centre spokes- s
man Melame Sacks said the violence ™\

High ingcidence
%

%& c 1
apid spread

UK esta

CAPE TOWN — Seeff Interna-
tional Properties has formed an
association with UK-based real
estate agency Hamptons Inter-
national, a step which 1s expected
to generate mutual referrals of
business between the two
companies

Seeff Residential Properties chair-
man Samuel Seeff said yesterday
that an estimated 300 families in the
UK were looking to emugrate to SA
once they were able to sell ther
homes The Seeff group had recorded
sales of about R150m to foreign In-
vestors during the past five years, he
noted

He said the Seeff group was opti-
mistic about the future of the new SA
and felt it was time to lay the found-
ation for a future association with
Hamptons Already Seeff properties
had been marketed to Hamptons’

| exclusive client hase by means of

brochures
Seeff International Properties MD

Carmella Seeff also believed that
there were a growing number of Brit-

SA

‘ KATHRYN STRACHAN '

ing HIV durmng rape was high and
increasing steadily The virus spread
at a rate of 400 {o 500 new infections a
day

A recent study by the National In-
stitute for Crime Prevention and Re-
habilitation of Offenders (NICRO)
reached some stark conclusions one
in four SA women would experience
rape, there were 380 000 rape cases 1n
SA each year; and 95% of victims

mmvolved m rape meant that the\9 were black

threat of contracting the virus was "\

greater “As the prevalence of HIV n
the population rises, people who are
raped will be at inereased risk of

infection,” she said Q

About haif the rape victims seen a

According to Wits Centre for the
Study of Violence director Lloyd
Vogelman gang rape, known as
“jackrolling”, had become a cult 1n
certain deprived communities “In a
society that condones violence, the

Bdragwanath Hospital's spemal% more extreme the violence, the high-

abuse unit 1t Soweto were less than
15\years old, and 40% of them were
very young children, unit distriet sur-
gepn Dr Thamsanga Bomvana said.

Patients attending the umt were
not screened for HIV because the test
w3s considered too expensive, How-
ever, staff were pressing for routine
tebting because the risk of contract-

er the status And gang rape 18 the
worst kind of violence,” he said
Refiloe Serote of the Alexandra
AIDS action commuitee said child
abuse was increasing 1n overcrowded
townships as poverty, unemployment
and despair undermined family hfe
However, it was widely demed and
rarely challenged

i 1 B 080 H prody W DOU
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1sh people considering a property 1n-
vesiment 1n SA. Adding impetus to
this trend was the favourable ex-
change rate and the close historical
ties between the two countries

Hamptons' referral relationship
with Seeff was the first of 1ts kind
with a foreign estate agency, Samuel
Seeff saxd Hamptons had more than
100 offices in 16 countries and terri-
tories 1inciuding Jersey, the US,
Guernsey and Hong Kong as well as
associated offices in France, Spamn
and Portugal It was represented
throughout the UK and in Scotland,
serving the upper end of the property
market

Hamptons was a separately man-
aged subsidiary of a leading financial
institution offering services such as
lettings and management, surveying,
relocation, and commercial services
The Hamptons International division
offered advice on the finaneial, insuy-
ance and legal implications of buying
and selling property overseas.

Arrest warrants
for witnesses

SUSAN RUSSELL

A RAND Supreme court judge 1s-
sued warranits for the arrest of
two of Gary Beuthin’s witnesses
yesterday after they ignored
warnmgs to be in court.

Soon after Judge M J Strydom
issued the warrants, one of the
pair, Edward Jacobs, arrived

He said he had been delayed at
a business meeting.

Meanwhile, the court was told
the State and investigating officer
had been unsuccessful in locating
a number of people Beuthn
wished to call as witnesses.

Beuthin had furmshed the conrt

with a list of more than 20 wit- |

nesses he wished to eall.

He has pleaded not gnilty to
kidnapping and attempting to
murder Jill Reeves, 33, on May 10
last year

Beuthin admits assaulting
Reeves at her Melrose flat, hat
claims he did so under the influ-
ence of steroids, cocaine and
alcohol after she provoked him
and took his car without his
permission
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clation (Sabrita) link with the
UK South African Business
Association (Uksaba) has
helped greatly in the promo-
tion of trade and investment,
says Sabrita executive direc-
tor Howard Pell

Sabrita was formed 1n 1965
by SA businessmen with con-
nections m the UK. Like its
mirror orgamsation Uksaba,
Sabrita’s prime objective is
to encourage bilateral trade
and investment.

It helps members by pro-
viding business contacts, or-
ganising trade missions to
and from the UK and supply-
ing British businesses with
objective commercial and
other data about this country
It also works closely with the
SA and UK chambers of com-
merce

Sabrita has nearly 300
members which include
Anglo American, Sasol, Gen-
cor and most major banks.
Membership is open to any

» SA company or organisation

with mvestment or other

___;* business links in Britain.

Balanced

Mr Pell says that particu-
larly during sanctions, the
two associations played a
erucial role 1n maintaimng
communication between
business in the two countries

“During the sanctions era
Sabrita’s role was largely to
provide a balanced view of
circumstances in SA.

“Because of the political
change SA is undergoing, our
emphasis has shifted more to
promotion of trade and in-
vestment This will be
achieved through hgh-level
missions and participation in
trade fairs n the "

The formation of the EEC
as a single trading market
has required Sabrita to
broaden its activities across
Furope

“SA has an adequate First-
World infrastructure and a
fairly sound economic sys-
Em to attract foreign inves-

m'll'

But Mr Pell sees the pre-
sent mass unemployment
problem in SA as a major
stumbling block to securing
soclal and political stability

In the current world re-
cesssion, “limited investment

resources are available and,

unless SA gets its act togeth-
er slaarply, we could miss the
'boa t} )

Ak e —— ——




Natrawl nego étln_g

NATAL Ocean Trawling (Natraw

gotiating with Swms-hﬂsed Megafish and
its associate Eurotrade for a jui_ut fishing
venture off Mozambique’s co chairman

Jack Walsh said yesterday j
The multinational wanted to sepd 10
trawlers to Mozamhican waters
Megafish planned to re-evalua -

vestment with Natrawl in July. Walsh was
confident the joint venture, Ocean Trawl-

The expansion of Natrawl's Muzamin—
can fishing activities had been necessitat-
ed by the recent liquidation of associate
Natal Ocean Trawling (Mczambique), as
Natrawl lacked the infrastructure tofuily
exploit its fishing rights, —_. .
Megafish was considering-establishing a
base for its African operations in SA
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Boarﬁb ,
Polish é‘ﬁgf‘i‘ﬁ

MZIWAKHE HLANGANI

MINING equipment many-
facturer Boart Internation-
al had signed a jomt ven-
ture agreement with
Poland’s state-owned cop-
per mining company
KGHM Polska Miedz SA,

\Boart chawrman Hilton Da-
vies said ‘
,* The jont ventiire would

trade as Boart Lena. Boart
would contribute Rilm to
‘the venture 1n return for a
91% stake in the new com-
1 pany, which would manu-
facture and market miming
equipment in Lena, Poland

In terms of the agree-
ment, Boart would provide
equipment, technology and

hnance f{‘gthe project,

Davies sai
Davies sald the venture
Signalled a strengthening of

Boarts’s presenc he
eastern bloc,
Prospeets fo ow

were good, and new pro-
ducts would be developed
for Polish and other eastern
European markets, he said
- The plant would start op-
erating 1n October Ll




()

Gordon moves on UK fi

LONDON — Transatlantic Holdings, the
£800m group controlled by Liberty Life,
has taken a 3% strategiec stake In Sun
Alliance, one of Britamn’s biggest general
insurers

The siake, representing 400 000 shares
bought on Wednesday, makes Transatlan-
tic one of Sun Alhance’s largest share-
nolders At Sun Alliance’s current market

would be pegged at about £1,3m

Transatlantic and Liberty Life chaur-
man Donny Gordon said “We see this as a
strategic investment m embrye We will
obviously give 1t more attention”

He said that Transatlantic’s mnvolve-
ment 10 Sun Life had begun similarly 1n the
mid-'80s In 1991, in partnership with Fran-

Assurance des Paris, Transatlantic took
l over Sun Life, having held a minority stake

¥
'_ Own Corraspendent
of 27.5% (’L: %;
Observers predict Gordon™mray soon
move to 1nerease his stake 1n Sun Alliance
“If I was Sun Alhance I would feel nervous
Donald Gordon takes a long-term view,”

*said one merchant banker
™) Gordon said Sun Alliance had suffered

/ value of about £3,25 a share, the deal\O: heavy losses in recent years, but it still had

“the highest solvency ratio, an excellent

Q portfolic and a lot of potential”,

> The group was well placed to benefit
from recent rises in insurance rates and

Christopher Benson as 1ts new chairman
Gordon was sure that Sun Alliance had

gfrum the appointment last month of Sir

\gi “taken precautions” which would avoid the
ce’s biggest insurance group Union dem kind of losses from domestic mortgage

Indemmty busimess which had dogged the
company in recent years

il L "
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LONDON — Absa and Nedbank
both have plans to expand their
London branches, with Absa look-  and jnereasing revenue.

1ng at the possibility of establish- Nedbank GM Frank Le said
ing a retail network in Britain there was a drive to improve the
and Nedbank transferring skills gkills in the branch and a senior mar-
and key SA staff to the UK. keting person from SA would move to

Absa UK GM Jan-Arne Farstad London "

said the group was looking at ways of Competition m the UK market be-
enlarging the business. . tween SA banks had become Vigor-

It was considering entermng the UK 9%, but he believed there was enough
retail banking market. “We are very business for all the SA banks,
keen on this market and our business Nedbank’s London branch was still
here will undoubtedly grow.” largely a trade finance bank with a
From a strategic point of view, it large treasury department.

made sense for the group to use its Corporate finance was handled by,
expertise in retail baniing in Britain UAL, but Nedbank would soon be-,

Farstad would not be more specific  COID® involved in this area and would

about Absa’s plans, but beheved the build their skills there. -**’
group had the capital base necessary The bank was also seeking non-SA 'L
to operate in the UK market business to comply with supervisory

The other three major SA banks 1n requirements limiting home country
Britain have no immediate plans to exposure " - Lo
enter the rétail market T.e Roux said although the group

Farstad said corporate banking had a representative office 1n Frank-
was the most promusing area of the furt, 1t Was reviewing its needs there
London branmel’s business, but its and could expand its operation.
treasury, trade finance and corporate “The official opening of Absa's rep-
fimance divisions were following resentative office im Frankfurt 18 on
closely behind June 17. .+ ra¢ AT

The London branch had become Farstad said the group would look
profitable only in the last half of 1992, at whether a full-scale banking
through a combmation of cost cuts operation was needed 1n Frankfur{

I
b
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OCEANA Investment, Corporatio
ihe UK .group which 15 35,3% held
by Foschm, dropped its profib
_after tax by 132% to  &£3,3m
- {£3,8m) n the year to end-March

The results include attributable

amr.:ume from three major mvest—
ments, UK fashon retatler Etam,
Eurupeau restaurant chain Gioma
Group and Austrahan bag and
travel goods retailer Handbags
Internatmnal

The drop in earnings largely reflec-

 ted lower contributions by Etam .

| ~and Handbags International. \

Oceana1s Etam’s largest shareholder_
with'a 76,37% € qmty ‘interest Di-
rectors sand Etam’s decline 1n op-
erating income was partly respon-
sible for,.the decline 1 net
earmngs “According to'an mt.er-;
national report, Etam’s pru 1 ﬂ
rose 3% to £10,9m 10 the
end-January.

Results were also fected b {ower
'rates and lower mterest mcome n
the group’s' cash halances, and a
dlsappnmtmg erfo ance; by
Handbags.

| Despite recegsionary cundltmns m'its

; markats Gioma showed good pro-

gress in sales and prof fit. S

‘Earnings a share dropped by 35,2% to '

. 16,2p (25p) due toa mgher numher
"of shares Im 1ssue following t
August 199 1. ghts Issue !

"“r ':"‘Il-r-

A final d1v1dend' nty e p~ ag share

brought th ;,fuﬂlh year dividend 1
. Tine with’'the pre jear’s. 1ip a
share . B } a ) .

Directors saidsd e pifg lowen €arn-
mgs, Oceana’§<sd ﬂ fihancial po-
sition has t}, gbied "the jboafd to’
maintain di¥idéndd gt the same
level as last rle‘év;l:" T fe” iR

Net' assets at’ boalﬁva'lue take,«;mto
account a £16m write-off 0 g?ud-
will relating.1o-ine.ac msﬁmn

further 99, of Bramr? f

1“*r




, 0 American’s Strial
subsidiary, 1s keeping its offshore
business development plans firmly un-
der wraps, six weeks after confirming
it was considermmg a multimilhion-rand
venture with South Korean conglo%-

erate Daewoo ?
Chairman Leshe Boyd declhines tocom-
ment on the group’s overseas ambitions,

although a study is planned to investigate
the establishment of a R600m eolour TV
tube plant in SA with Daewoo.

In March, Boyd said the group was pur-
suing possible jomnt ventures with Korean
and Japanese partners. gw =

Market sources canvassed yesterday on
the hikely merits of a tie-up with Daewoo
were nonplussed about the benefits for
Amie or the Korean group

Daewoo 1S one of Korea's four major
chaebol, or conglomerates, which have be-
come increasingly ambitious globally The
groups are radically restructuring their
businesses — Daewoo plans to compress
the 20 compames 1t controls into five by
1994 — while stealing a march on Japan’s
industrial mants, hit by domestic economic
malaise and the impact of the strogg yen
on Japanese exports

Daewoo’s sales stood at n m 1992,
ranking 1t below Hyundai ($52bn), Samsung
($50bn), and Lucky-Goldstar ($31bn)

Daewoo, Samsung and Goldstar are the
three making the most progress in compet-
ing with Japan in consumer electronics,
underpmned by strong domestic sales, new
markets, and new production facilities 1n

Latin America and Europe

F“

= COM

mic tight-lipped
fshore, plans

| MATTHEW CURTIN I

Their combined exports to Japan rose
40% to $153m 1n the first guarter this year

Daewoo has started marketing its pro-
ducts 1n Russia, Uzbekistan and Vietnam,
and recently completed a $197m colour TV
and microwave oven factory in France,

The congiomerates enjoy a good mea-
sure of government support, with subsidies
recently offered to companies {o develop
high-defimtion TV tubes

Samsung has set up strong links with US
and Japanese partners in its key aero-
space, petrochermcal, consumer electonics
and computer businesses

What bemuses local analysts on the
Amic/Daewoo move is what the Anglo sub-
sidiary and SA can offer a fast-moving
Korean industrial group which 1t cannot
find mn Southeast Asla, Europe or Latin
America They agree the local market for
consumer eiectronics is small, and from a
business point of view, the only compei-
tive advantage SA may have 1s the weak-
ness of the rand, and the prospeet 1t will
weaken much further 1n the years ahead.

Boyd’s frank presentation of year-end
results, in which Amic earmings a share fell
nearly 16% as it bore the brunt of de-
pressed commmodities markets and the re-
cession, and promisc of restructuring to
make the group more financially efficient
lifted the thinly traded shares in March

However, despite some good bookover
deals at lower levels recently, the shares
resumed their steady four-year underper-
formance of the industrial index
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Localb into fire
( %) (& g 2207 -
By JOH UHAR * When thils happens local compa-
ISOLATED from international com-  nies with only local brands in their
petition for almost 30 years, local  portfolio which are quoted on the
companies with purely local brands  stock exchange are in for a torrid
as their stock in trade never baditse time. Now is the time to dump those
good. With mediocre marketing  shares. '
strategies these companies haveman- = The more astute local operator is
aged to dominate the market seg- * talking about joining rather than
ments in which they operate. ?:_lighlmg the internationals when they
Running a “one horse” race, local ~OarTive. It is rumoured that Leisure
boys got promoted way beyond their ~ Foods, the local fianchise holder for
ability. Today there are companies at ™ Wimpy, s talking to Burger King.
the top of the hit parade run by chief 7  Far-sighted Royal executive chair-
executives who, as Ross Perot said of _yman Vivian Imerman probably had
US President Bill Clinton, only have > this thought in mind when he made
middle management ability. - - - > ™ the deal with Angle, Del Monte and

ol

As the CEOs of these cumpanim? Mars. Y ‘v nemhasv
f

encounter an increasing number o ‘The next five years are really going
international exploratory teams 2 to separate the men from the boys.
investigating the potential of the ¢ And when the battle for market share
South African market-place, their — intensifies, creative advertising will
stress levels are rising, ++ 3 be out in the cold. The big interna-
The internationals are only waiting * tional players want sales and market
for a democratic government to be  ‘share. They want ads which get the
elected before they launch their consumer to buy. Creative advertis-
aftack. T 1 ing, they say, is for the little boys.
. » Ty -
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Another strategic stake

WA u! -
Talking in Februa io&‘l‘){:;}t ﬁ'ransAﬂantlc

Holding’s plans for expansion in the UK
msurance market, chairman Donald Gordon
was quoted 1n the Financial Times as saying
that scveral British companies were “looking
for a big brother.”

TAH, Liberty Life’s UK life msurance/
property arm, was setting 1ts sights on “the
larger end of the market The bigger they
are, the better the bargain ** He proved as
good as s word last week In terms of
London Stock Exchange rules, TAH dis-
closed it had picked up just over 3% of Sun
Alliance, the UK’s biggest writer of general
Insurance business

Sun Alliance fits the TAH till Capital-
1sed at more than £2,8bn — three times
TAH’s market worth — Sun Alhance has a
£2bn property portfolio split between its life
and non-life funds, and 1s recovering from a
horrendous three years shared by all short-
term insurers 1 Britan, especially those
involved 1n property

From pre-tax profit of £319m n 1989,
Sun Alhance slumped to losses of £181m
and £466m in the following two years, pull-

M
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1A%,

g back to a £130m deficit in 1992.

Better times are expected all round 1 the
UK 1nsurance sector, as rates have hardened
and the worst disasters of the housing market
seem over for compames which wrote domes-
tic mortgage indemmty business and were
hit by the negative equity crisis. Sun All-
ance’s mortgage indemmty loss was still high
at £186m last year, but that was a big
improvement on the £320m knock suffered
in 1991,

Thas 15 clearly an attraction, but so too0 18
the recovery potential of the property portfo-
lio — Sun Alhance’s net equty assets have
fallen by 47% to £1,67bn, excluding the
value of long-term business, in three years.
TAH’s property assets (via Capital & Coun-
ties) are valued at £1bn even after the down-
ward valuations 1mposed, which have scen
NAV per share dive by two-fifths since 1989
— much to Gordon’s chagrin.

Gordon specifically mentioned his ac-
guamntance with, and respect for, Sun Allr-
ance’s new chairman Sir Christopher Ben-
son, former head of Britain’s biggest
property group MEPC.

The interest in Snn Alliance matches the
dual msurance/property strategy of Gordon
and of the 50.50 partner in Sun Life, Union
des Assurances de Paris (UAP), which owns
18% of TAH

As a “strategic stake” it secems Iike a small
beginning, but so did the initial foray into
Sun Life 13 years ago, when TAH was then
an unquoted relative mmnow. Gordon has
friends on the Sun Alliance shareholders’
register, Guardian Royal Exchange, which
grubstaked Liberty in 1964, with 3,8%, mak-
ing 1t the second biggest investor after
Chubb Corp with 9%.

The London market clearly took the deal
seriously Just 24 hours earhier, US Quan-

tum Fund’s George Soros — who made up to |

US$2bn by selling sterling short last year
and who set gold alight by putting £400m
mmto Newmont Mmmng — announced a
£284m nvestment 1n the battered UK prop-
erty sector It was enough to add 6,6% to the

property sector mdex n a flagging equty
market

Not to be outdone, the TAH stake 1n Sun
Alliance had seen the composite mmsurance
sector 1ndex gain 5% on Tuesday TAH was
already showing a paper profit on the hold-

Donny fordon
brother

mg — at £86m, equivalent to 10% of its own
market capitalisation — with Sun Alhance
up 6,3% London market opinion was" don’t
hold your breath because Gordon s a patient
man and UAP has domestic pre-occupations
in France, but watch this space  John Cavill

el —
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the Secret y'eurs@@oz

N'GW that sanctions are receding into
tl}c background SA companies are be-
gmning to lft the lid on some wnusyal
ielivities they are involved 1n

=-The giant of the SA business scene,
BE Angio American Corporation is, for
mstance, heavily involved 1n the devel-
pment of a mgh-energy battery.
'~The aim s to develop a cheap, safe
Ind efficient battery to power electric
tars of the future

. Work on the battery began in the

E}ld-l?'}'ﬂs with the assistance of the.

~ouncil for Scientific and Industrial

Fesearch (CSIR),

.+ As development work progressed a
artnership was formed with AEG and
aimler Benz of Germany in 1989
‘For the past two years 2 Mercedes

denz car has been used to test the new

attery,

[ The car travelled 43 000 km without

dny major mamtenance work.

+ Jhe battery generated up to five

times the power of a conventiona] lead.

acld battery and a top speed of

z3p km/h and a range of 150 km at
0 km/h was achieved.

: A pilot plant to manufacture 300 of

fhese unusual batteries next year was

being planned and by 1996 a decision

was expected to be taken on whether to

gn}bark on full-scale production

r -If the project was indeed as SUCCess~

FH as presently anticipated, it would
€lp revolutiontse motoring in the

;.v,qlrld’s polluted cities

# 1t 15 interesting to note that Anglo
merican owns a ceramics manufactur-

mg and cathode preparation Plant :n  food companies in SA and Europe.
-

Iid o

Bl MONEY TALK

Derby, England, as part of the project
Its ownership was kept secret unti] now
because of sanctions.

But the most significant international
project the group 1s tackling at the
moment is the development of 2 major
copper project in South America

Situated in Chile and Peru, Anglo
American’s 75-percent-owned South
American muning company, Mantos
Blancos, is planning to 1nvest about
R1,4-billion 1n the development of the
deposits. ;

The money is to be spent over a
period of five years and will lay the
groundwork for a copper output of a
massive 500 000 tons a year by the end

* of the decade. f

Meanwhile, Anglo is still Investigat.
ing the rehabilitation of the Zambian
copper belt, which will require an 1n-
vestment of several billion rand to bring

~ output up to accéptable levels :
" New prospects in politically troubled
* Zaire are also recgiving attention.
A big investment was made a few
- wMonths ago.in Del'Mante Royal Corpo-
ration, a2 SA food group that was cre-
ated out of companies bought by the
Imerman family from disinvesting
American groups.

With the backing of a cash injection
of almost R800-million by Anglo, Del
Monte Royal now controls important




——COMPANIES

HOPES that last week’s royal wedding in
Japan will revive diamond sales in what 1s
one of De Beers' major markets may have
been realised with reports of Jewellery
sales improving sharply in May

A recent report m Tokyo newspaper
Nihon Keiza: Shimbun sawd that at a legd-
ing department store, dlamond-mounted
engagement rings, priced at 400000 to
300 000 yen {about R13 600), were “selling

well, and sales 1n Mav dpubled hi' ear-to-
year comparison”. é ISG ﬂ l‘(’_[
e{lery S U 43

Better diamond jew €5 wWere ac-
companted by improved demand for pearl
jewellery and imported luxury goods, the
report added, ascribing the change to price
cuts and signs of improved consumer con-

fidence,, although Japanese economic
recovery was “spotty” :§
Markef sources said at the wee the

news was encouraging because there had
been hittle good news on the demand side of

glimmer of hope from

ol

Japan

I MATTHEW CURTIN - ¥ I

the diamond trade even if the Central Sel)-

1ng Orgamsation had stabs ly 1n
1992, 5 -
t

They said De Beers was ing the
marriage of Crown Prince Naruhito to for-
mer diplomat Masako Owada to encourage
other Japanese couples to take the plunge,
bolstering diamond ring sales, now the
standard engagement gift i the country

Japan 13 the major consumer of dia-
monds after the US, with sales worth
$2,12bn 1n 1992, But sales have fallen stead-
1ly i recent years, as retailers ran down
Stocks, There was also slack d d In

jewellery stores. g-z -
*  Strong US diamond Sales over Christmas

have ensured that overall retall demand
for De Beers’ product has remained flat in
Spite of falling consumer spending in

Japan and Europe

wall ol




Toco acquires 50%, of
1ts major US%

: EDWARD WEST

TOCO Holdings had acquired a 50% stake
in its major mternational customer, New
York-based Park Plus Corp, for $8,8bm,

" chairman Paul Todd said yesterday.

At the announcement of the group’s sixth
consecutive annual earnings 1ncrease
since listing in 1987, he said the acquisition
would give Toco a stake in agreements
with distributors in 16 countres in the
Americas, Europe and the Pacific Rim.

Park Plus 1s a distributor of automotive
parking hfts. About 15% of its annual
$100m purchases of parking lifts was man-
ufactured and supplied by Toco last year
Park Plus generated a turnover of about
$130m a year, said Todd.

In the year to end-March 1993 earnings a
share climbed 12,4% to 21,7¢ from 19,3¢ in
1662. Because of the acquisition, dividends
were suspended until they were consistent
with the group’s ability to finance i3
expansion.

Bonus shares would be offered once a
year. For the year just ended four bonus
shares would be issued for 100 held at the
close of trade on August 13 1993.

Turnover climbed 25% to R191,2m (1992:

| R153,6m). A third of this comprised exports
| compared with 26% last year. Exports

could increase to 45% of sales this year,
said MD Adrian Goodman.

Operating income was 16% higher at
R23,9m (R20,6m). Interest paid climbed
73% to R4,5m (R2,6m) which reflected a
bwld-up of funding required to fulfil the
building division’s exports.

Long-term liabilities, which included the
cost of acquisition, rose substantially to
R55.6m (R6,3m) and gearing was 6%
{39%). Although the acquisition would not
lift gearing above the group’s self-imposed
ceiling of 60%, financing growing export
volumes might do this, Goodman said

Cash flow improved to Rlém (R10,3m).
The tax rate fell to 9% (12%) due to exports

Sto
TOCO

)

*Final dividend
PR Eamings pald by 4 bonus
sharas for each
i Oividends 100 held
per share
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Attributable profit, which increased
14% to R16,3m (R14,4m), grew at an annual
compound growth rate of 30% since 1987

The acquisition would be funded from
dividends received from Park Plus’s trad-
ing activities because the Reserve Bank
refused funds to be remitted abroad. Al-
though export incentives had been held
over from the year under review and
would boost this year’s resuits, the acquisi-
tion would be profitable without export
incentives, said Goodman.

The group was confident of increasing
earnings above inflation this year and the
acquisition was expected to have a positive
effect on 1ts bumlding division.

Todd said the deal would secure the
long-term future of its existing manufac-
turing contract, create the opportumty fto
provide other Toco products to the Park
Plus network and provide potential for
Toco to become a global manufacturing
centre for the entire Park Plus range

Toco was also mvolved 1n manufactur-
ing gaskets and pressings, special steels,
lifting equipment and automotive refinish-
ing products. Its vitreous enamel-cladding
operations had sufficient work for 10 years
with the award of export contracts in the

and was expected to remain below 20%  Far East, said Goodman % i'
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falls to gﬂigh@

B
CAPE TOWN — Consumer confident® has
plummeted to its Jowest level m eight
years, Stellenbosch Umversity Burean for
*conomuc Research (BER) says 1n 1ts lai-
est survey released on Sunday.

The composite consumer confidence in-
dex for whites fell to 1ts lowest level since
1985 1n the second guarter of this year.

-~

Black consumer confidence also
dropped to 1ts lowest level since 1986, par-
ticularly with respect to consumer confi-
dence 1n the employIr ent-creating ability
of the economy s B

This reflected a ™C
expectations gince 1990, when
dence level was relatively high

'"‘Cape Town CONSUIMETS Were relatively
more optimistic, but pessimism reigned in
the Dnrban/ Pietermaritzburg area.

#he bureau said the employment dete-
rioration rate had, however, slowed in the
retail sector and recoveripg in the
wholesale sector. 15g

While statistics from the SA Race Rela-
tions Institute showed that hitical vio-

the confi-

astic drop” 1n black

[ ]
oAlole e
ence had subsided in the first few months

of the year compared to 1092, crime and
violence remained at unacceptably high
levels. ‘.

“Thys, amongst other things, has cafsed
consumer confidence to plummet in the
second quarter,” the BER said. o

» Retailers, wholesalers and motor deal-
ers reported poor sales and were not Yptr-
mistie about conditions in the third quarter

moderate and the bureau’s survey indicat-
ed that both wholesalers and retailers had

come to terms swth morg moderate frice
Inereases -
This indicated that, in spite of the 40%

mse 1 the VAT rate, inflation should re-
main relatvely low for the next two years

The bureau mamntained its view that the
economy would “at best” hottom out this
year and that GDP, would probably fall by
about half a percentage pont. But a Teal
growth rate of about 2% was forecast for
1994 — Sapa. 2
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server newspaper has ness also rose in the first

R ‘quNDON — Rising gold  been sold. half. .

| production and prices Although Lonrho’s re- “Trading has i1m-
| .combined with a redue- pabhilitation 1s 1n pro- proved since last year
® tion 1n debt contributed gress, stockbroker ana- and, provided commodi-
~] towards Lonrho's 74per-  Jysts are still cautious. ty prices do not deterio-
. ycent jump in pre-tax Profits might have rate, the board views the
1 profits to £87 malhon in soared, but sales of the remainder of 1993 with

the six months to March
o Gearing, or borrowing
y{ " as a percentage of share-

minng, commodity and optunism,” says a state-
hotel Eung]omerateytum- ment from Lonrho’s joint

bled 21 percent to £1,56 Chief executives Tiny

holders funds, fell to billion Rowland and Bock.
.| .39 percent. . . Profit attributable to
b The arrival of Dieter Lonrho’s results were _chareholders has risen to

F BOCk, thﬂ German fll'lall-i l_]lgh'ﬂr thﬂﬂ analyStsi &S~ 4 mmllﬁon from £13 mil-
-{\crer, as a major share- timates, but the dividend 1o after taking account
.|’ holder and joint chief ex- was 1n line with market” ”} o exceptional items.

i 1 *
: f.?ﬁ?;: has also helped ; Expeclgauugls. * Profit in its German

N Earmngs a share reco- : Platinum Eridﬁaﬁcﬁ?}aigig%
wvered to 7,9p from a loss ©® s 9
>0f 2p a year ago Them- ' The company says that  isation provisions an
 terim dividend is pegged  Profit was higher be- ;the slowdown in the
-] at2p c.%lilse of hettéer grggt- ' econo;l;;il ngever, 1:11:
) : ability 1n 1its Sout i- expec e business to
, hul;r:‘frg? “:fnglazdg:lmé?:j can platinum and Ghana- i,e._gpps_,t higjherdgqunnd-lﬂlalf
posals, notably the sale fan gold munes. This ?as*j. results. | « 4 < 4
’of the Volkswagen-Audi achieved despite the s .The company also ex-

franchise 1n Britain. slump 1n the price of - pects better profits from
" More recently, but not rhodium. - . 1ts sugar businesses in
_| reflected in the figures, The performance of its  the second half. *.
) - - J: * PREI. ft ’ E.-;L
. &
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moves into

the Gulf

Foodcorp’'s Table Top division,
has spearheaded the group's la-
test export initiative with the
successful launching of a num-
ber of its products in the -
bian Gulf region WB

Branded garden , Mixed
vegetables, cut and sliced
beans, baby carrots, sweetcorn,
corn-on-the-cob, broccoli and
potato chips were introduced to
the retail, wholesale and cater-
ing trade in Abu Dhabi,
Bahrain, Dubai, Kuwait and
Museat in Oman

“Follow-up orders have been
good,” says the group’s exective
director for international mar-
keting, Gert Schoonraad. “In
fact, retailers in Bahrain were
sold out on the first day.

“Our aim is to capture at
least a 10 percent share of their
frozen vegetable category in the
first 12 months and then to
grow this over the next three
years to 25 percent,” said
Schoonraad.

Vietnam appoi

By Tom Hood

A South African firm of engi-
neers and planners has won a
coritract to prepare the master
plan for a R75 billion develop-
ment at Hai1 Phong, the largest
harbour in North Vietnam

The firm, Van Niekerk, Kleyn
and Edwards (VKE), claims to
be the country’s first to under-
take consulting work in Viet-
nam.

It is acting for a giant Hong
Kong investment company,
Verygood International, which
will invest about $25 billion
(B82 ilion) in a joint venture
with the Vietnamese govern-
ment to develop an export pro-
cessing zone.,

Other South African com-
panies could also become in-
volved, says Shirwell Kipps, a
pariner in VKE

About 540 factories are to be
built in steel, prefabricated and
shipped to Vietnam and South

“We might also export our
bricks there as well,” he said.

The Hat Phong development
covers about 3 000 hectares The
first phase includes 200 ha of in-
dustrial factories and 100 ha of
bonded warehousing.

The other 700 ha will contain
commercial, business and resi-
dential areas, with recreational
facilities such as a holiday re-
sort, hotels and a golf course.

Model built

Today the firm completed an
architectural model of the
project and airfreighted it to
Hong Kong.

Kipps said the investment
group had been invited by vari-
ous other governments to devel-
op similar projects.

He and .town planners Nico
Malan and Alan Simonic re-
turned recently from a visit to
Hanoi, Hai Phong and Ho Cho

nts SA firm

Sty 2.5]6lg3

@....

Minh C:ty (fornieriy Saigon), i -
Vietnam was poised for tre- |
mendous growth, with Japan
and Taiwan also planning huge
investments there, said Kipps.
A Chinese contractor was ex-

pected to build the develop-
ment.

The Cape company will sur
pervise the construction, clvil
engineering and other works.

Kipps said Vietnam was a
poor country that had seen no
development since the war
started in 1966 and the commu-
nist government was encourag-
ing capitalism to develop the
country so it could compete mn
the Pacific Rim. - .

VKE was experienced in this
planning work through develop-
ing 10 new towns, including
Khayelitsha, he added. .

“In terms of sheer capital in-
vestment, South Africa has had

nothing to touch this develop-
ment.” -
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| PROPERTY develop-
ers have their eyes on

| the Sahara. -

JHI subsidiary Downtown
Development Corporation
(DDC) managing director
Dave Marais says African
and other foreign markets
are opening up to SA

“Many neighbouring
states suffer fromm a short-
age of qualified people and
capital So the potential for
South Africans to offer con-
sulting services 1s enorm-
ous

“Countries such as
Mozambique, Zimbabwe
and Zambia are finding 1t
Increasingly difficult to tap
to world aid agencies be-
cause donors demand a high
level of management skills
to be attached to funded
projects ”

DDC provides consulting
seryices for the rehabilita-
tion_of bwldings, leasing,
saleg #nd valuations

South African Foreign
Trade' Orgamisation (Safto)
Afnieca director Paul Runge
says the opportumties for
SA firms to consult 1n Africa
are huge
| Donors, such as the World
Bank’s private-sector arm,
the International Finance
Corporation (IFC), seek to
stimulate free enterprise 1n
African countries heawvily
dependent on aid

’ Stake

The IFC and the African
Project Development Facii-
ity (APDF) will consider
only projects that are finan-
| cially worthwhile

The IFC will take up to a
30% stake 1n a joint venture
to ensure the project does
| not go stale It wants a part-
ner with strong manage-
| ment skill

Mr Runge says techno-
logy, skills and tramning can
be found 1in SA

Investec Property Group
(IPG) has concentrated on
looking for developments 1n
neighbouring countries

IPG managing director
Sam Hackner says these ef-
forts have been made 1n
Botswana, Namibia, Swazi-
land and Zamhia

IPG commercial letting

doing business south of

p
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S

2\

2\

arm Kuper has been active
In Lesotho, which has a new-
ly constituted government
and 1s politically stable

Mr Hackner says most re-
tail developments are strip
shops of about 6 000m? In
most cases, 85% of the space
1s let to national retail
chains and provision is
made for space to be allo-
cated to entreprepeunrs from
the areas é%

The returns de-
velopments are mgher than
would be achreved “in CBD
or regional areas, taking
into account all the risk fac-
tors fbl. ¢ 7

“In our experience, all
these developments have
been solid, reliable income
Eﬂ:‘rducem They have been

ded by private syndica-
tions and by banks”

M: Hackner says Reserve
Bank approval 18 required
for a development outside
the rand monetary area

IPG has received in-
quiries from investors out-
side Africa They are at-
tracted by high yields from
money placed m Afriecan

1 A

countries A

v

Mr Marais says ‘only
countries, such as France,
which have an understand-

bour
SiTwes CRuss 327kl

ortunity
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ing of Africa and how things
work are willing to invest
here

Finding the money 1s the
hardest work “Many Afr-
can currencies are worth
zilch Institutional finance,
readily available i SA from
Immsurance companies, 1S

non-existe Im most of
Africa
“We hav find finance

from multinationals that
have a base m Africa, or
from European-based qua-
si-government ard agencies
and banks ”

Mr Marais says a mulfi-
national operating in Africa
may finance construction of

soffer

its commercial bmldings as
well as for blocks of flats for
staff members

However, a problem 1s
that most of the land 15 held
by the state which 1s unwill-
ing to relinqush 1t

“The state owns most of
the flats that are rented out
at exorbitant prices”

It may often take years to
obtain land ownership 1n
Africa

Mr Marais says much pa-
tience 1S required because
things do not move fast
African bureaueracy and
business systems are not
geared to commereral prop-
erty development.

1

I
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TOCO Holdings had acquired a 50% stake
in its major international customer, New
Vork-based Park Plus Corp, for $8,85m,
chairman Paul Todd said y.

At the announcement of the group’s sixth
annual earnings Increase
since listing in 1987, he said the acquisition
would give Toco a stake in agreements
with distributors in 16 countries
Americas, Enrope and the Pacific Rim.

Park Plus is a distributor of automoti
parking lifts. About 15% of its annual

$130m a year, said Todd. ~

In the year to end-March 1998 earnings a
share climbed 124% to 21,7¢ from 193¢ in
1892. Because of the acquisition, dividends

were ed until they were consistent
with the group’s ability to finance its
expansion.

Bonus shares would be offered once &
year.Fnrtheyearjustendedfour
shares would be issued for 100 held at the
close of trade on August 13 1993. “

Turnover climbed 25% to R191,2m (1992
Rlﬂ,ﬂm}Athirdofthismmmsedexporu
compared with 25% last year. Exports
could increase to 45% of sales this year,
said MD Adrian

Operating income was 16% higher at
R236m (R20,6m). Interest paid climbed
73% to R4,5m (R2,6m) which reflected a
build-up of funding required t0 fulfil the
building division’s exports.

Long-term labilities, which included the
cost of acqmsition, rose substantially to
R556m (R6,3m) and gearing was 56 %
(39%). Although the acquisition would not
lift gearing above the group'’s self-imposed
ceiling of 60%,
volumes might do this, Goodman said.

Cash flow improved to R16m (R10,3m).
The tax rate fell to 9% (12%) due to exports
and was to remain below 20%.

paid by 4 bonus
ghares for aach
100 haeld

| Gaphic: LEE EMERTON_ Soutce TOGO

Attributable profi
14% to R16,3m (R14,4m), grew at an annual

t, which increased

compound growth rate of 30% gince 1987.
The acquisition would be funded from
dividends received from Park Plus’s trad-

over from the year under revi
would boost this year's resuits, the acqusi-
tion would be profitable without export
incentives, said Goodman. .
. The group was confident of increasing
earnings above inflation this year and the
acquisition was expected (0 have a positive
effect on its building division.

Todd said the deal would secure the
long-term future of its existing manufac-
turing contract, create the opportunity {0
provide other Toco products to the Park
Pius network and provide potential for !
Toco to become a global manufacturing
centre for the entire Park Plus range.

To?afas alin involved in p::;n;llf:tueetuﬁ-
gaskeis and pressings, S ;
lifting equipment and automotive refinish-
ing products. Its vitreous enamel-cladding
operations had sufficrent work for 10 years
with the award of export contracts in the
Far East, said ]

2
B
=




-

L
_-L"i"":"_- 5 -

§ LSS
DESPITE the severity of ufm-
the recession, §A < ¥ yro
nesses Increased thﬁlrgiself‘ . u:n. al'vameu

dno T,
rooy

ar o

ey L

t in offshor hc‘i'
over activity in 1992 with o by, loéal compaﬁies". -
% r1se mn the vajue of pu b ‘3&*‘ jor:deal w. e
cly  announceq* merg .

st & Young co. ks ‘Othef fiotd e\;,m_
L & Young corpo : bie

advisory services E&'tona:idiaﬁ

Dave Thayser said

business comm mmunity’s

.ﬁ-.:r LR

and acquisitio "‘*contm . F‘ipa

Flrs, Nagiuﬁal ‘Ban
undimimshed” in the year i ndagl* Bank. anﬂ~ Iﬁv&-
under revie % tedall; pq han‘ks
The upward¥rend | enﬂ- mdutfihg
fred 1 Ernst & Young's 4n? uk, p]l ﬁ:s e.-ug
nual mergers and g0 quisi- "5 s
tions survey, stuud in

4 were bemg negntiated at
contrast to the UK “where ° "the e, “ecame  to an
takeover activity has failen ’s abrupt end When %e ”
to a third of the Jeye] exper-*“Eerve Bank amnomiced: 164
1enced In the 1991 boom. #* =;1_rvelucfahce to,sanction foy.}
A significant trend was® " th

“the _ rapidly accelerating - ;%foﬁa’i*ds “the ’end ~Of" Tast

offshore, publicly zn-
nounced mflows amounted
tu only R111m, =~ 7 T

S

"There were 57 da]ishngs
from the JSE, 3. third of

merger and aequisition
transactions announced
last year had led to or
would lead to delistings:
Unbundling was hkel to
represent a new trend in
the . -Survey fu;‘ 1993
'I‘haYSEr Sali ;??.n';:'.r v -11‘.’:-'“'Ir

T
; ] "!'ﬂ'r.":_i-l". IR B " 1
. . .
- . 4
i . 21,7 7
TR T T T ° '

1510 ndi's | 2
ap* 1§ vaUISqunf%; ustrian | 2
petite for cteating mergeérs o g 23

|
!

L L]
Yy

. g.nt n un.-.l.hisi -nﬁ_”by ::
and vamltmns to Rl34bn‘” Hgygl U ity

ig="  pre ‘ g fHaﬂ- e
ures showed that the 13 noy L%'“Pﬁﬁir én ; ¥



63

d

BUSINESS DAY, Tussday, June 29 13933 3

| Investment ‘C

MULTINATIONAL corporations were €a-
ger to mvest in SA, but urgent structural
readjustments were needed to create an
environment conducive to investment, a
report by the UN Economc and Social
Council said

Economic policy measures mghlighted
by the report included scrapping the dual
exchange rate, pushing for privatisation,
expanding the manufacturing base and b-
beralising mndusiry regulations

Published 1 the latest journal of the
RAU Institute for American Studies, the
report said SA needed foraign capital that
could be channelled labour.ntensive
industries an

SA had seen 51 new investments since
1939 The cumulative value of 20 exactly
measured investments amounted to over
$700m These were concentrated in the
motor sector (27,5%), beverages (19,65%),
electromes (15,7%), chemicals and oils
(11,8%) and engineering (11,85%) The bal-
ance were 1n construction, pharmaceut:-
cals, paper and packaging and steel and

gL JoeC

allied industries.

Investments by non-Ametican multina-
tionals 1n 1992 were even greater, with 508
corportations having direct mvestments or
employees in SA, compared with 454 In
1991

However, political uncertamty since |

February 1992 had made foreign investors
cautious. Major deals to be announced by
Apple, Peps), Heinz and Sara-Lee were put
on hold followng political uncertamty and
heightened violence in June 1992

The report said companies were looking
to SA’s long-term potential and high profit
yields, US mvestments of $3p8m 1 1981
yielded profits of $126m.

A smgle exchange rate system would
lower the commercial rand, making ex-
ports more price competitive abroad

Removing distortions, mcleding artifi-
cially high levels of hiquidity and ohgopol-
jes, would encourage mmward investments
by transnational corporations.
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LONDON —_ Anglo
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American Curporatmn,-ﬁ 53 Anglo American Cor-

best known for its gold
and diamond operations,
is laymg the groundwork
for a huge copper busi-
ness in South America
that will place 1ts subsid-
1ary in the region among
the world’s leading pro-
ducers,

The group also has the
right of first refusal
when Zambia privatises
Its copper business, Zam-
bia Consohdated Copper
Mines, scheduled to go
ahead by 1948.

If all goes to plan,
Anglo would jump from
about fifth place among
the world’s leading cop-
per fruducers possibly to
challenge Codelco mn
Chile, which currently
leads the field with an-
nual output of more than
1 million tons,

Anglo has been focus-

projects in presentations—:-
to analysts and instity- ™

3 cost $150 nullion.

tions in South Africa and
Europe.

Flotation

The group’s interests
1n the region are held by
Anglo Ameriean Cor-

poration of South Ameri- !

ri

¢a (Amsa), a 50 percent
owned mining, finance
and ndustrial company
that Julian Ogilvie
Thompson, Anglo’s chair-
man, describes as a
mini-Anglo in South
America.

He says the stock mar-
ket flotation of Amsa1s a
possibility when 1ts de-
velopment projects are
more advanced.

**tween 35000 and 4000 - Vale do

L

poration is switching

its sights from gold
and diamonds to cop-
per. Kenneth Gooding
of the Financial
Times reports on the
group’s expansion
plans, focused mainly
on South America.

will cost $442 million.
Some $85 million ‘will
g0 to expand open pit

Barbara in Chile from

ims for t
h é?&r 24|6\q%
pot In copper

LS

» Morro Velho which has

{

4

-

®

“In Brazil, Am n-
terests are held largely
in association with the
Bozano Simonsen group
through "Mineracao

munes that last year pro-
duced about 12 tons of
gOIdm:'ﬁ,?H:i:; A "

orro Velho recently

* Won & tussle with RTZ

1

% Corporatjon of the UK

for- a "stake 1n a world-

wtlass copper deposit at

.|.r

copper output at Santa % gion of the Amazon.

Salobo in the Carajas re-

30000 tons a year to be- ~ 0Wned by Companhia

toils.

10 Doce, Bra-

i Z1’s biggest state-con-

Another $56 million - trolled mining group. -
; may be spent on nstall- < The project 13 expect-

. ing a modern solvent ex- :‘a ed to ¢9s $750 nullion.
. Liraction-electro winning %, 514 .*

i processin

; Barbara. 4 ] ar
i A second feasibility "~ >:Meanwhile, Ogilvie

b

study is close to comple-

‘ ' + tion for. the Mantoverde
ing attention primarily v, copper project in Chile. '
on 1ts South American #+which s expected to pro-

duce 37000 tons of open
pit copper a year and

* 4
L

+ 1 Mantos Blaneos re-

T
-

cently paid $12 million
for the Quellaveco cop-
per deposit in southern

Y Peru, in which about
# - 2¢ million fons of copper

4

\\

has heen identified.

“"Manto$ Blancos and

Anglo’s subsidiary Min-
orco also recently bought
between them one-third
of the Collahuasi copper
project in Chile from
Chevron for $190 million.

Dave Deuchar, Anglo’s
chief metallurgist, says
Collahuas1 will become
one of the world’s great

copper mines. Produc-
tion is likely to start 1n

In Chile, Amsa’s most-= 1998 and reach about

iumportant interest 1s a 75
percent stake in Mantos
Blancos, which 1s al-
ready producing about
78 000 tons of copper a
year.

Mantos Blancos 1s em-—

barking on four projects—

in Chile and Peru which

300 000 tons a year.

The Royal Dutch/Shell
group owns another third
of Collahuasi but is at
present considering an
offer for most of 1ts
metals and miming assets
from Gencor of South
Africa,

g Jr e e [ [ =re———_y
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g plant at Santa ; .80 pe stake
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Thompson says Anglo
has first refusal rights on
the Zamhan govern-
ment’s 60 ?ercent stake
in ZCCM. “We are get-
ting on well with the new
management and would
buy the government 1n-
on the right terms
and conditions ”
‘s ADnglo aiready owns
27,3 percent of the Zam-
bian copper producer.
The rest of the shares
are in public hands.
ZCCM has also been
talking to analysts in
London and says it needs
$2 bhilhion over the next
15 years to keep produc-
tion from falling any fur-
ther
Hanschar,
ZCCM’s consultant met-
allurgist, says, however,
that a big chunk is need-
ed almost immediately
He says ZCCM 1s
ready to go ahead with
finaneing for the
$600 million Konkola
deep mune project where
it has an estimated
344 million tons of ore
coniaining 3,8 percent

copper | — PFipancial
Times.
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Russian gemégwr%"a?@@é Beers
ond wi

MOSCOW — Russia’s leading diam
company had dehvered its third batch this
year of stones worth hundreds of millions
of dollars to De Beers, 1t was reported in
Moscow yesterday. [@

The Russia-Sakha Diamonds joint-stock
company, formed last July with Russia
and the diamond-rich region of Yakutia as
primary shareholders, distributes 95% of
1ts uncut diamonds through De Beers

Russia is midway through a five-year,
$5bn agreement with the diamond cartel,

A ek L

nssig can sell only ﬁ?p of its
rough stones mndependently
The Yakutia region mines 98% of ail
diamonds in Russia, which accounts for
about one-fourth of the entire world supply
of uncut diamonds. _
The chawrman of the Russian committee
on prectous metals and stones said last
month the country’s five-year contract
with De Beers should be renegotiated to

allow Russia to sell 20% of dla.ands
independently -~ AP-DJ

:‘“‘M“W Wi s =y




Metcash expands 1%9'; el

METRO Cash and Carry (Metcash), SA’s

major wholesale group, would set up oper-

ations in Israel and Russia, CE Carlos dog should be profitable at the epd of the first

Santos said yesterday, year of operation, excluding start-up.costs
Metcash’s current offshore operationg In Israel Meteash had established g

are largely concentrated in Malawi, where partnership with Koor Industries, which

within the next few months wagalso madest possible to export and to facili

looking at Zimbabwe. ,# the conversion of currenny.é 220
Dos Santos told the Inves Analysts’ Wherever possible, Met

Society that Israel and Russia represented port SA goods. If not, it woyld lock at

the latest venture into globalisation. He sourcing from elsewhere, and its oper-

hoped to have two cash and carry oper- ations in Lishon and Hong Kong would
ations in each country by mid-1994 They stand 1t 1n good stead.
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72~ READY FOR TAKE-OFF* One of SAA’s fleet of Airbus A300s

l%..hn ot

SOUTH AFRICA's changing political
situation will make it a strategicall
important base from which mm_.a-.mmx
manufacturer Airbus ° Indusirie will
launch a multimillion-dollar sales drive
mto Africa

The French-based European consor-
fium says that SA’s new-found political
acceptability and its high level of tech-
nical abihty 1deally positioned it to be-

come the focal pomnt mﬂm#a_f%ou

most of Africa

Vice president of sites for Awrbus,
Prerre Carpent, saxd in Paris recently
that the aviation related infrastructure :
in SA was without doubt the strongest -
and most versatile in Africa, which Air-
bus would actively use as a marketing
tool 1n its sales drive

“It 18 no longer taboo for African
countries to be seen doing business with
South Africa — in point of fact it is
becoming the smart thing to do We

need a really strong foothold m the

Cuts In

would b

SA will be

Alrbus
,, By ROGER MAKINGS

region and South Africa is our best bet

“SAA does all the maintenance on its
A320 and A300 fleets, which will be a
boon to potential southern African cus-
tomers looking for cheap, speedy and
rehable maintenance for their new air-
craft, rather than sending them to
Europe or the US”

Mr Carpent said that Airbus had iden-
tified a posstble market worth about
$700-million 1n southern Africa which
included six long-range A340s (mostly
to SAA) and up to 12 of its smaller

A321s, A320s and muum to surrounding
countries ﬂ“ﬂv
“A big plus 1 our {a e com-
monality between thd types making it
possible to mantain all ﬁwﬁmmn_ he said
Long-range Boeings, although excel-

lent equipment, were too big and expen-

L
00st e

*
'

ax allowance

e Ceass]) pllgz

sive for African ..._Wm_.wm_ﬁ IWﬂun would

in any event have to lease new aireraft
rather than purchase them

“With exception of Namibia, we see
the long-range role falling largely to
SAA — the other operators in the region
have neither the money nor the passen-
gers to warrant fhights to Europe But
they will need smaller commuter air-
craft to replace agemng fleets that are
becomung too expensive to maintan

“And this 15 where I think we will
have the edge over our competitors in
that SAA has an established Awrbus
maintenance facility on the region's
doorstep and the A320 1s the sort of
arrcraft that suits most sub-Saharan
carriers’ needs,” said Mr Carpent

He said that if SAA was to expand 1ts
maintenance facihty to accommodate
Airbus aircraft, Airhus would consider

giving logistical and financial assist-
ance to the project.

T

A REDUCTION in tax al-
lowances for indus{ry and
agriculture would allow
the Government to drop
corporate tax rates below
the current 40%, providing
a major shot i the arm

for the economy.
A recent report by the

(zeneral Agreement on Tar-
Iffs and Trade highhghts the
fact that SA's tax system fa-
vours capital-mtensive in-
dustries at the expense of la-
bour-intensive industries

because of generous depreci-)

ation allowances

It says most companies
paid an effective {ax rate of
close to 30% in 1991 when

navharata  faw  wmadee

L ol o b ol

f

- By GIARAR RYAN

in terms of Section 37E of the
Income Tax Act have been
pproved. Section 37TE was
reated for a short period
only to encourage capital in-
vestment In manufacturing

: Manufacturing industries

pany 8—taxable income, the
use of an asset 1s a legitimate
business expense like any
other cost,” says Estian Ca-
htz, nmwﬁw.&nmnsw general
at the Department of
Finance

“The depreciation allowed
for tax purposes should 1deal-

ly reflect the annual cost of
utihsing the asset aver the
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COMPANIES

Rumours boost Minorco shares

LONDON — Minoreco shares leapt more
than 10% yesterday as rumours of a poss1-
ble major deal swept the London market

Stockbroker analysts sa:d there was no
obvious reason for the sudden rise which
started mn Johannesburg with a R4 jump
and was followed 1n London by a clumb of
nearly £2 to $18,78 at one stage

Traders reported that investment
houses linked to the Anglo American-De
Beers grouping which controlled Minorco
were involved in the activity Davis Bor-
kum 1n Johannesburg, Warburgs i London
and Lazards in New York,

“The Johannesburg market 1s a notor-
ously leaky bucket and it 1s because the
buying started there that we believe some-
thing 15 1n the wind,” said one analyst, “but
we haven’t a clue what 1t 15

The rumours ineluded
O Immunent denationabisation of Zambia’s
copper mines (ZCCM) where Minorco al-
ready has anndirect stake through 1ts 50%
holding 1n Zambia Copper Investments,
LA possible flotation of the unquoted
$2.0bn Anglo American of South America
(AMSA), controlled by Anglo, De Beers and
Minorco, and

' JOHN CAVILL I

[J A restructuring of Minoreo to make it-
self private

Analysts, however, said it was far from
clear how the ZCCM deal — regarded as
the most likely of the three stories —
would be structured “If Ninorco buys
back into ZCCM that would fit 1n with 1its
strategy It lost out 1n the bid for Olympic
Dam, the big Australian copper mne, and
while 1t has stepped up mvestment 1n Cola-
huasst 1n Chile, Minorco still has plenty of
cash (about $1,1bn) after Charter Consoli-

dated buys the grpup out of 1t5.36% i
said one {;2 _23)'}%
“On the other d, so far M1
steered clear of Africa and Anglo has an
estimated R350m of Zambian government
debt — from the nationalisation — which s
pretly worthless but which could be
swapped for equity in ZCCM ” And “there
1s the prospect of a bigger interest in Cola-
huassi if Gencor succeeds 1n buying Bill:-
ton from Shell Billiton has a stake 1n
Colahuassi and AMSA has a pre-emptive

right to buy that 1f Gencor takes over

Capital _mgj ket rates

CAPITAL market rates dropped across the
board yesterday after the release of bullish
producer nflation data and positive devel-
opments on the sanctions front

Dealers said 1t had been one of the mnsi

active days in recent montbs, with heavy

trade taking place The key Eskom 168
bond closed at a nine-month Jow of 14272,
from a previous 14,43%, .

Rates eased imtially on news that New
York was considering hifting sanctions.

But once the producer data came 1n well
below market expectations at 7% for the
12 months to May, rates fell through key

 E168 g

Daily close

ﬁ S
Grephi LEE EMERTON Source | NET

INNCWS

[ TIM MARSLAND
resistance levels, bringing within reach

all-time lows set last October, dealers said
. The lower producer nflation came on

top of comments earher this week by Re-

serve Bank Governor Chris Stals that sin-
gle-digit inflation was possible this year
-Jhe dealers said this had again brought

1nto focus the possihility that interest rates |

would be cut 1n the next few months

One dealer said the 14,32% level on the
Eskom 168 had been a key chart point and
breaking through that level had been “ex-
tremely bullish”

However, the rate would have to fall
even further for 1t to have decisively shak-
en off resistance around that level

Another dealer said institutions, which
had been absent for some time, had been
active 1n the market, as had foreigners

He noted interest from London

Another dealer said a correction was
possibie 1n the next few days, and 1if one did
not occur, “then I'll be worried”

This would mean much of yesterday’s
down move was due to speculators and
once that source of buying dried up, there
would be “blood on the floor” when they
tried to get out of their positions

Dealers reported active options trade
yesterday, with many options being exer-
¢l1sed
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Bosal’s bi Gutle

sals big outl

BOSAL, SA’s multinatio exhaust manafacturer,

a new-factory m Pragué :n the former Czechuslovakia. -
This is the first move by the company into eastern Europe:

and' production will be supphed 0o arrounding countries .

Bosal, wiich operastes 13 countries, 1s NOW the third largest
exhaust :ﬁanufacturer m the world and the largest in Europe.

j’.f?_:'ﬁ =]
Qe

Komatsu, Haulpak and Galion equipment. v
Indresco, formerly part of the multmational Dresser Group,

]
omstruction andl
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eye Italy’s

SA’s largest coal exporter Trans-Natal and
petrochemreals group Sasol have taken the
first steps toward bidding for part,_of
Italy’s* Agipeoal company

The groups have officially €xpressed an
Interest 1n the state-owned company,
which was put up for sale earlier this year
as part of Italy’s privatisation drve
| _ Unconfirmed reports also said Gold
{ Ields Coal and severaj smaller SA co
companies were 1n the running L)

It 1s understood the interest 1s fosnsed on
Agipcoal SA, which has an export quota
through the Richards Bay Coal Terminal,
and 35-year coal reserves Agipcoal SA has
an unofficial price tag of at least R100m.
|  Analysts believe that shoyld Sasol buy
Agipcoal SA, this could seupper the plans
put forward by the Coalex consortium, of
which Sasol 1s the Jead member, to binld a
| R700m rival terminal to Richards Bay
Trans-Natal has said that n the current
| market conditions, its earmings growth
{ Wwould come only through acquisitions,

Gold Fields Coal's efforts to boost ex-
ports have been held back because it has no

quota at Richards Bay The co any was
unable to confirm its mterestzﬁ,—?ﬂb )
Agipcoal, which is a subsidiary of Italy’s

—

Agipcoal

exports market

M 20 3

L ANDY DUFFY

ENI energy corporation, operates 1n th
US, Italy, South America and Australhia

It set up 1n SA mn 1991 with the effective
takeover of Kangra Coal Corporation,
which gave 1t two mines — the 500 000-ton
capacity Strathrey pit and the 1,2-mzllion-
ton capacity Spitzkop mine — and estimat-
ed reserves of 450-milhon tons The deal
also secured 1t an annyal export allocation
at Richards Bay of 1,13-million tons, which
rdse to 1,5-mullion tons this year

Trans-Natal MD Dave Murray said the
company had still to decide if it would
make a formal bid for Agipeoal, or how
much 1t would want to spend The Gencor
company also had to determine how the
cash would be raised. “We'd worry about
that when we got there,” he said. “It de-
pends how much it would be.”

According to analysts, a deal between
Agipeoal and Sasol eould end plans for the
South Dunes terrmnal. The petrochemical
group teamed up with seven other coal
companies last year, including Gold Fields
Coal, Anglovaal and Agipeoal, to build the
terminal as a means to exploit the coal
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“for Agipcoa ' hole or spiit
for Agipcoal, eitherasa w
graphic components. 2 g -

eo
gasui deeclined to be drawn on Eotw Sigcll; mAggl ol MD D oo
1t would be prepared to spend, bu i

i nlf

ingle deal would be the simpler <

tion “thsemglnesﬁun is whether theres »
:gyuné with the appetite to do that”.

ajithougha

would “evaluate the ecunnxﬁuc; h:
(Agipcoal) acqmsmnnh?s; 2—205_51]1
details became availabie 2 )

Several smaller SA coal
also ‘;huught to be wnterested 1 Agipcoal

SA, though Amcoal and A:ilgicévaa ollier-
’ they are net imnvolved.
msT?laeYItahzn government, which act;nag
through US merchant bank JP Murg:n.nce

called on potential bidders to name a p

d the world -+~
" At least 20 groups from around th _
afg Ellmught to have expressed an gter&t.;i:
before the first deadline exvs

- Ag]lgcsganlmnth. Those ghorthsted wil be-..)

reliminary due diligence ;=
called 10 e ptahan government wants«..»

nth. The Itali "
nt.ileeﬂsl:i: completed Ej’ ?PE-September,; Ty




pharthaceutical companies
are linkang up to become a
force .in South Africa’s
health-care market.
Warner-Lambert, Well-
come and Glaxo have
signed letters of intent to

“enter.into a gtrategie alh-
ance{2 2.0 ‘%
Details of the have
not been worked out, but
the 1dea 1s to allow the pro-

ducts made by Glaxo and

g

By JEREMY WOODS

Welleome to be marketed
by Warner-Lambert.

A Warner-Lambert
spokesman says the
arrangement will ensure
considerable cost savings

The deal 1s subject to f1-
nal agreements, which
should be signed later this
year, as well as any neces-

sary regulatory approval.
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Broker forecasts drop in
fqr, Minorce

earnings

MINORCO, Anglo American’s
cash-rich muning and mmerals
arm, would sustamn a drop in
earnings this year and 1n 1994, the
company’s broker said

Deals worth $750m had left Min-
orco better focused, but James Capel
said falling operating income, par-
ticularly from precious metals, could
cut earmngs this year to $1,19 a share
($1,22) when Minorco reported next
month

Poor commodity prices and kigh
costs were expected to have forced
the precious metals arm — including
Minorco’s US-based gold business —
into a $12,2m operating loss

A recovery 1n precious metals and
indusirial mnerals could power Min-
orco to a 64% leap 1n operating earn-
ings next year, the broker sad

But the sale of its stake in Charter
Consolidated could trim 25% from
Minorco’s associate mmeome, cutting
available earmings to $1,17 a share

Capel said Minorco had at least
$1,5bn on hand to continue its buying
attivities, and that Minorco’s clearer
direction had erabled its stock to out-
perform other major resources
groups, such as RTZ and Anglo
Amenican

“The past year (has been) very suc-
cessful for Minorco,” Capel analyst
Jon Bergtheil said.

“The next financial year will un-
doubtedly usher in further acquisi-
tions, while earnings will be en-
hanced by mproyed commodity
prices.” %

Minorco’s drive to transform 1tself
from a passive investment company
to an operating natural resources
group has led to several high profile
transactions 1 the last year. °

The group, which had a $1,78bn
cashpile at the end of financial year
1992, spent $9Zm on a stake i the
Chilean Collahus1 copper project,
$136m on 10% of UK precious metals
group Johnson Matthey, and a further
$169m on three other deals. It netted
$352in by selling its 36% stake 1n
Charter back to the company. .

But sources said Minorco had still
to secure an acqusition that would
produce an immedlate earnings
stream.

Income from current operations
was hmited and benefits of Minorco’s
cash mountam would be reduced as
interest rates fell,

orco’s $456m hid for BP’s 49%

year would have gone some way {0
addressing this problem, but the deal
was thwarted when 51%-stakeholder
Western Minin k up its-gre-emp-
tive rights zii’z_,ﬂgj

' The companys expected to target
base metal and minerals deals in
‘North America and Australasia

Sources said a tie-up with a mming
house such as RTZ, bringing together

“Minorco’s cash with proven manage-

ment experience, could be expected

* * ‘Minorco’s corporate finance VP

Mike Gordon said there were still
“opportunist” openmngs 1 Europe

“Compames are seeking to focus, |
“which is throwing up a lot of assets”

~ Mmnorco would take its pre-emp-
tive rights in Collahusi, should Gen-
cor’s attempt to buy Collahusi-stake-
holder Billiton go ahead.

_ Other analysts said Capel’s fore-
cast for Minorco’s earnings this year
could prove conservative, given the
performance of the gold price
" Mathison & Hollidge analyst Barry
Sergeant said although the loss of the
Charter contribution would “make a
dent” 1n 1994, the build up of acquisi-
fions could compensate
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No outflow in wake of swop, say Anglo, Minorco

Cash assets stay

THE deal is seen
flowing from the re-
entry of South Africa
into full membership
of the world
community

B BY THABO LESHILO

Minorco and Anglo American
have given an assurance that
their proposed multi-billion-
rand asset swop, announced
yesterday, would not lead to
the outflow of cash and assets
from South Africa

Instead, foreign exchange
earnings would be strength-
ened, Julian Ogiivie Thomp-
so1, eha,lrman of both com-
panies, told a press confer-
ence 1 London.

The conference was linked
to South Africa by ielephone

He saxd: “I think this deal 1s
a very good one for both
Anglo and associates and for
Minorco

“It really flows from the re-
entry of South Africa mto full
membership of the world com-
munity "

It was this development, he
said, which had led to a need
to rationalise the way Anglo
and Minorco approached new
business around the world

AMinorco chief exeecutive
Hank Slack said the company,
which is listed on the Luxem-
bourg Stock Exchange, would
acquire all the non-African
and non-diamond mvestments
of Anglo and assoclates as
well as those of De Beers

The asseis are valued at
$1,5 hillion, pushing the en-
larged Mimnoreo’s net assets to
$5,5 hillion.

In exchange, Minoreo would
1ssue 55 million new ordinary
shares to Anglo and De Beers
and sell them all 1ts African
assels, -

As a result of the transac-

tion, Minorco would acquire a
number of quahty gold, base
metal and indusirial mmneral

interests.
These mecluded conirol of

Empresa Minera de Mantos
Blanecos, a copper producer in
Chile, mierests in gnld, mckel
and copper projects m Argen-
tina, Venezuela and Peru, and
a primary gold producer in
Brazil with significant inter-
ests m nickel, copper, niobium,
carbon black and ferti]jser,
Slack said. 22
Ogilvie Thompson said
Anglo’s 1nterest 1n the en-
larged Minorco would rise

shghtly, as would that of De
Beers

The public would hold
25 percent of the increased 1s-

sued capital -

Minorco would also estab-
lish a fourth operating busi-
ness segment 1n the pulp,
paper and packaging sector
by acquiring control of Mondi
European Holdings

The company would acquire
several significant invest-
ments, meluding 19,9 pereent
of Normandy Poseidon and
other strategic interests in
Southeast Asia and Austraba.

Slack sald shareholders
would benefit from the trans-
action, which would broaden
Minoreo’s geographic and
product spread, increase
earnings derived from opera-
tions it controlled and provide
opportunities to invest 1n de-
veloping quahty resource bu-
sinesses, particulariy in
South America

He said with its financial
resources and access to capi-
tal markets, Minorco was
well-placed to realise the con-
siderable potential of the
assgets 1t was aequiring.

Gavin Relly, director of
both Anglo and Minorco, said
the move was expected tfo
have very hitle impact on the
earmngs of the compames m- *
volved 1n the short term

put

The Transaction
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GRAPHIC ABEL MUSH)

to the deal was negative, with
the Minorco share price drop-
ping R2,60¢ to R79,50c

The price decline was, how-
ever, largely attributable to
the sirengih of the financial

rand

“But significant benefiis
are expected to flow 1n the
long term. The timing will
hinge largely on the recovery
in metal prices which are cur-

The market’s 1ntial reaction
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BEY NEIL BERRMART (R34 billion).

BCRA (Australia)
London — Mmnorco will  $5 billion (R17 billion)
be among the 10 largest B Freepori Copper 1n the
mmig compames m the US $4,3 billion
world, after 1ts assets (R15 bilhion)
Swop with Anglo and De B Minoreo $4,1 billion
Beers (R14 biltion).

Its net assets will rise
to $5,4 billion (R18,5
bithon) or $24,41 a share

According to brokers
James Capel, the largest
international com-
Pany m terms of market
capitalisation at present
15 the Austrahan group
BHP,;with a value of
$13 billron (R45 billion).

Next come:

W RTZ with $10 billion

NEPARApmn ==

TR Ty s E11 -

B Western Mining (Aus-
tralian) $3,1 billion
(R11 bilhon)
B Phelps Dodge, the US
copper producer,
$3,2 billion (R11 bilhon)
The market camtalisa-
tions of Aleoa and Alean,
major North American
aluminium companies,
are $6,9 bi1llion
(R24 billion) and
$4,3 bilhon (R15 billhon)

e

respectively

Minorco’s $1,4 bithon
(R4,8 hlhion) deal was
well recerved by analysts
But 1ts shares fell one
percent to $18,50 after
the announcement, al-
though m the past week
they had risen from
$17,50

Some analysts said a
95 mullion or 32 percent
mcrease 1z the quantity
of shares would dilute
earnings per share un-
less metals prices reco-
vered

More of Minoreco's
assets, however, would
be consohdated, so chan-
ges in accounting could
bolster earnings

Jon Bergteil of James
Capel believes Minorco is
buying excellent minerals
assets “at the botfom of

the cycle.”

Sice South Africa is
no longer a panah, M-

“Skor 2009/%2
top of Jeague

orco wili become a desir-
able share for interna-
tional commodity and re-
source funds

The reorganisation,
which must still be ap-
proved by shareholders,
will mean that 16 percent
of Minorco’s assets will
be in gold mining,
11,9 percent base metals,
13,7 percent 1ndustrial
minerals and 4,1 percent
pulp and paper

The company also
owns large stakes 1 pre-
cious metals refiners En-
gelhard Corporation 1n
the US and Johnson
Matthey 1n the UK,

"The deal makes an
awiul lot of sense,” said
Charles Kernot, mming
analyst at Credit Lyon-
ais Lang, London bro-
kers.

“Minoreo’s huge pile of
cash enables the group to
develop large mines in

.

South America and else-
where "

Some analysts such as
Ian Lamont of Yorkton
Securities, found the tim-
mg of the announcement

puzzling, considering

that President de Klerk
and Nelson Mandela
were on a campaign to
attract foreign 1nvest-
ment for South Africa

"Clients are remarking
that SA’s major resource
company 1s making sure
that its international
assets are controlled
abroad,” he said

The business rationale
made sense, said La-
mont “It 18 just the tim-
ing that 15 curious.”

Analysts here contend

that Anglo fears the pos-
sibility that an ANC gov-
ernment will force it fo
unbundle its organisation
either through anti-trust
legislation or nationalisa-
tion.
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less Eventually, a team of Young Turks was
put together Hank Slack, now CE, Tony
Lea, previously joint-MD with Roger Phills-
more, now departed Lea and Phillimore
were particularly associated with the efforts
to buy ConsGold, supported by Sir Michael
Edwardes, who had been brought 1n as CE
-— a move which apparently enraged Cons-
Gold boss Rudolph Agnew

All that 15 another story However, a
theme repeatedly heard when Minorco 1s
discussed 15 that 1t conmsistently lacks the
right kind of management The great mimng
groups were launched and driven by men of
entreprencurial spinit  Ernest Oppenheimer
cannot be demed his mastery of opportunity,
first he seized De Beers, then he grew Anglo

Of course, he was both boss and owner
For corporate man in the late 20th Century
that 1s almost impossible to emulate Yet
many analysts are convinced Minorco’s
prime need now is for an entrepreneur at the
helm, an adventurer who won’t be shy to take
risks or fear criticistn These are men not
normally assoctated with great corporations
(though Anglo’s had its fair share, most
notable currently bemng deputy chairman
Graham Boustred) A semor JSE mining
analyst believes Minorco’s management re-
flects Anglo’s requirements and style —
“but that doesn’t mean as a team 1t’s the best
for the job that needs to be done

Until this week, operations were concen-
trated primanly i three sectors ndustrial
minerais, mostly in Europe; base metals,
almost entirely in the American hemisphere,
and gold, all of it in the US

Relly calls the investment in mndustral
minerals, particularly in Germany in the
past year, “nothing short of brilhant antici-
pation ” One JSE analyst says this operating
division 1s Minorco’s best asset In many
cases, margins from quarry production of
aggregates used 1n road building, motorway
surfacing and ballasting exceed 30% UK
quarry purchases were cleverly executed,
generally targeting specific niche markets
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In one case, Buxton Lime, the company is
developing the use of pulverised limestone 1n
electricity generating stations to pick up n-
creasing quantities of sulphur If successful,
tius could mean sales of nearly 1 Mt lime a
year “at prices, since this 1s environmentally
friendly, they can pretty well dictate

In base metals, the best runners are Colla-
huasi, the Chilean copper project with estr-
mated reserves of 1,1bnt, and the Lisheen
lead and zinc project n Ireland This is a
business area now enlarged by Amsa, which
brings to the party ferromckel and ferromo-
bium production mn Brazil, Chilean-listed
copper producer Mantos Blancos and a mck-
el deposit ;n Venezuela.

Farmers in Kenya’s white highlands were
thought mad for living permanently above
6000 ft At 14 500 ft, Collahuas: will pre-
sent interesting altitude problems, intrigu-
ingly, 1t 1s one-third owned by Shell mimng
company Billiton, for which Gencor has its
corporate hat 1n the buying ring. So Minorco

and Gencor could end up as partners
Base metals 1s an area m which manage-

ment achieved simuitancously its greatest
success and most resounding defeat, with a
bid to buy BP’s holding 1n Olympic Dam, the
Australian copper/uramum project owned
31% by Western Mimng Relly describes the
negot:ations as “‘extraordinanly well han-
dled.” The agreed price of $456m was con-
sidered so good that Western Mining exer-
cised a preemptive nght and dashed
Mumorco’s hopes of rapid entry nto Austra-
ha

Forays into gold mining proved less suc-
cessful It bought Independence 1 March
1990 for $705m — which Slack now con-
cedes was over the top “It was premium
money to warrant our entry into North
America ” It was quite a premuum

Frankel Pollak Vinderine research head
Peter Davey says the asset has been heavily
written down — perhaps to as little as

3400m “It won’t ever amount to much,” he
adds :
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In April, Minorco bought Colorado gold
producer Pikes Peak for a modest $21m
While the price was cheap and the area 1s
unusually beautiful, Colorado 15 known as
the “tree-hugging” state — very environ-
mentally conscious Whether Minorco will
ever get the licences needed to exploit the
gold locked 1n a vast volcame deposit seems
at best problematic. Now, of course, 1t has
added to 1ts portfolic the gold mines within
Amsa — Morro Velho, Jacobina and Miner-
acao — all in Brazil — and Marte 1n Chile

Preliminary results, released later than
usual to comncide with announcement of the
substantial asset acquisition programme, are
frankly disappointing (though Relly takes
1ssue with this “Considering world commod-
ity markets, I think they're excellent’)

Operating carnings fell to $55,8m, fortu-
nately offset by a substantial gain 1n interest
mcome That means results more or less
level:peg with 1992 hardly mspiring EPS
before extraordinary items was $1 25 (1992
$1,22) Extraordinary income rose sharply to
$68,2m, largely from Charter’s sale of its
38% of Johnson Matthey

What continues to stand out s the
strength of the balance sheet Net cash —
after 1t’s been paid for 1ts Charter shares —
18 about $1,1bn, despite borrowings of
$872m Perhaps surpnsingly, the dividend 1s
to be increased 6% to US57¢ a share

The share 18 R79 on the JSE, at the upper
end of the past 12 months’ range of R86-
R43,50 The p e on the latest results 1s 18,2
It 15 a classic rand hedge stock

There'’s a sting 1n this tale for years the
group’s presence mn London was at 40 Hol-
born Viaduct, a building which domunates jts
surrounds Next door 1s 2 Charterhouse, the
Central Selling Orgamisation’s home As
Charter changed character, shape and size,
its need for a large, pretentious office biock
dimimshed, ull finally 1t stole away

Guess who took the space last week, wav-
ing the flag of the very group whose parent-
age 1t once trnied, vanly, to deny?  pavid Gleason
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MINORCO

Rearranging the d

Will Minorco be able to manage its much-enlarged asset base effectively?

Minorco, Iike parent Anglo American, 1s One
of those ultimately family-controiled com-
panies observers and analysts love to hate If
this 1s wrrational, 1t 18 because success, size

and power breed the 1llogical responses of

resentment and envy
In dramatic moves this week, Anglo, De
Beers and Minorco chairman Julian Ogilvie
Thompson gave critics rather more to chew
on when he announced a re-organisation of
the greater group’s international mvest-
ments This entails the tranfer of assets into
Minorco, which will be paid for by the issue
of another 55m Minorco ords
The effect will be to give Minorco a sub-
stantially increased asset base of US$5,5bn
A side effect will be that Anglo’s stake wili
nerease 0 45,8% and Centenary’s to 22.6%,
giving the group a total 68,4% — quute
enough to mspire further market criticism
In a senies of complex shuffles, Minorco
will buy the operational umts Anglo Amer-
can of South America (Amsa), Mondi
Europe, Cleveland Potash and the invest-
ment companies Eastern, South Sea Invest-
ments and Deerstalker Its interest 1n these
will be total (except for Mond: Europe, of
which 1t will own 95%)
The reverse of the coin 1s that Minorco will
sell to Anglo its interests in Africa, principal-
ly 49,9% of Zambia Consohdated Invest-
ments, through which the group holds s
interest 1n Zambian copper muming Asked
whether this presages a firm decision to
reinvest 1n Zambia, executive director Gavin
Relly responded “No, but we're certainly
talking and we would like to do something ™
The scene 15 set then for a major sea
change mn the Anglo group’s strategic ap-
proach to 1ts role as one of the great mterna-
tional mining houses Foreign eggs will now
be piaced, outside Africa at least, 1n a single
basket An important consequence wili be
that Minorco will undertake all group explo-
ration activities outside Afnica
Transformation from a relatively low-key
— though wealthy and cash flush ($1,1bn)
—— natural resources company mto one with
a large number of operating umts, wiil
stretch Minorco’s ability to manage these at
current levels. Anglo 15 providing additional
managertal capabihty through a service
agreement and by enlarging Minorco’s
board to include, among others, Amsa chair-
man Guy Young as an executive director
Minorco’s past 18 almost as important as
its future, no understanding of 1t can be
complete without an appreciation of its his-
tory It has always been associated with high
drama, from 1its birth as the successor 1o
Zambian Anglo American, its infancy as the
inhentor of the compensation paid for the
theft of 1ts Zambian copper munes, through
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the electrifying events surrounding 1ts failed
US$4,5bn attempt to take over Consohidated
Gold Fields (ConsGold), the unkind pre-
emption of 1ts effort to buy BP’s 49% stake 1n
Olympic Dam 1n Australia and dissent with-
in the ranks of semor executives Whatever
else 1t may be, Minorco 1sn’t boring
Minorco’s start in 1974 came when it
acquired Engelhard Minerals & Chemicals
(EMC) for $155m, capitalising on a long-
established fammly relationship Subsequent-
ly, Minorco sold its 30% terest in Salamon
Bros, acquired out of EMC, 1n a deal which
culminated just ahead of the October 1987
stock market crash, for $1,4bn

In 1981, Minorco acquired its original
holding 1n ConsGold, e1ght years later 1t sold
out to Hanson after 1ts ld failed (lapsed, I
am told sharply by Minorco managers, is the
correct word) for $1,6bn — and scored a
profit of $800m in the process

Mixed with these major deals have been
transactions with Anglo elements in which
Minorco has bought bits and pieces 1 North
Amenca — Inspiration Resources (includ-
ing an agri-business, Terra and Canadian
base metal producer Hudson Bay) By and
large, these have been Minorco’s least satis-
factory travels down the acquisition trai
Two important aspects have always puz-
zled observers The first 15 Minorco’s strate-
gy 1ts long-term aims By and large, 1t seems
these either haven’t been enunciated clearly
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or haven't been formulated with certanty.

The principal complaint 1s that Minorco
has never been properly focused Even now,
following the restructuring, Miorco sud-
denly acquires another leg — this time, in
pulp, paper and packaging i Europe.

“Surely,” says Relly when this 1s querned,
“you consider this a logical acquisition for a
natural resources company?”’ It's a cogent
argument, but does paper and pulp really sit
easily 1n a company whose concentralion 1s
to dig things out of the ground”

As the group's international arm, what 1s
its role to be? Is 1ts primary thrust to be base
metals or industrial minerals? Or both 1n
different places, as now? What role will
precious metals play? Is there any intention
to become 1ncreasingly involved 1n industry?

After all, having just disposed of control of
Charter, the company now owns 10% of
major platinum refiner and autocatalyst pro-
ducer Johnson Matthey Nor can EMC ex-
actly be described as a mining company

These are among the issues which stll
appear unresolved It’s strange, because
Ogilvie Thompsen 1s noted for precision; of
all directors, he will be most demanding of
clear thinking 1n formulating aims and ob-
jectives Maybe, of course, this 15 a process
not yet resolved, 1f so, the birth has been of
uncommon duration

The second aspect 15 Minorco’s managers
In the beginming, 1t was pretty well rudder-
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the best for two worlds

OBSERVERS rate _"Em.h week’'s T o sm e o—— of Minorco's Zamblan and Zimbabwean™ —commodity

Mr Oppenher-
T ) investments to Anglo and De Beers Cen-  mer.
restructure within the Anglo By _—___._m WALKER Senary. Theso have been valued at §85. . Collahuasi has two other sharehold-
© /a4

4 . p
American-Minorco stable as “a million, the bulk of which is ZCL This ° ers, one of which is Billiton. Gencor is
.mmnmmm_un deal” for Minorco. - conservative f ting assumptions deal is designed to allow Anglo to en-  negotiating to take over Billiton’s Invest-
AsAnglo director Nicky %ﬁmﬁ&. +~ on metal prices, Eﬁqﬁmﬁmﬂmﬂn 20 on. ., hance its relationships and extend its ¢, ments, but existing shareholders have
met says' what’s good for orco i3  Independent merchant SG War- eological and technical expertise with- * the first right of refusal at an ce
good for Anglo American, since it now  burg, acting for o and Morgan Gren- = "in southern Africa. Gencor is p to bid for ton's
holds 45,8% directly and controls more  fell for Minorco, advised on the fairness Anglo probably becomes more of a  share in Collahuasi.
than 68% of the international commodi-  of the valuations,. § - rand hedge after the‘deal, conditional, ., Anglo retains certain ofishore invest-
ties group, counting the holdings of De Mr King says no goodwill arises in »  upon Minorco’s managing the assetsina ™ : ments, notably the developing Zebra
Beers Centenary and Amgold. Anglo’s books. The premium at which ' productive way, Minorco ﬂwmmm hard-cur-  battery &L mainly because of the
* The essence of this week's deal was  Minorco shares were valued above the um=4 dividends and contribute  strong SA involvement and because it is
the.sale by Anglo of the bulk of its  market price will not be accounted for - nearly 15% to Anglo’s earnings in the  impossible yet to put 2 value on it. An
inteérnational holdings, worth $1,428-bil-  because it Is only an exchange of assets  current financial year. ! Israelf high-tech venture-capital eom:
lion; to Minorco, in exchange for §5- and not a purchase or dis ., Anglo will earn fees from a technical . pany, the Destag te interests —
E_ﬂ_ﬁ ordinary shares of $24,41. The Minoreo already had stakes in &1l but ' agreement in which South African ex- , which are mostly within SA in any event
matket price was $17,50 on the date the  one of these companies, which are most- . , perience can be called on by Minorco. <. through the Impala and Kudu granite
deal was concluded. iy unlisted, and will now own 100% of , * “Perhaps we flatter curselves, but Angloe ~ companies — and the Del Monte Royal
This ought to reflect well on Minorco, AAC South America, Eastern Invest- . American is a depository of world-class , foods group, with its offshore operatlons,
now a $5,5-billon company, and there  ments, Cleveland Potash, and all but 5% mining and technical skills,” says Mr, will be kept in Anglo.
was some surprise that the share price  of Mondi European Holdings * o%ouﬂmﬁmﬂ. It wilt alSo allow Anglo’s Anglo and tenary will not vote
did not %:E._v up It actually shed R4 to The deal allows Minorco to focus its  people to continue to gain international  their holding in Minorco when Minorco
R76 on the JSE after the announcement.  aitention on metals, minerals and com- ~ exposure as the group strives towards  sharcholders are asked to accept the
Anglo director Michael King(whowill  modities, and enhances its p ts of  global status. , terms of the deal, and a simple majority
joix the Minoreo board) says the values  finding worthy invesiments for its $1,1- nowmmim hitting six-year lowsdoesnot ~ will pass it. Mr Oppenheimer wwﬁ a
were arrived at after _..m.“_muﬁwﬁm pro- | billion net cash pile.: faze Minorco from pressing ahead with  mini-roadshow will get under way later
jected income and cashflow streams of No cash changes hands in the deal,the  the Collahuasi copper project in Chile:  this month to sell its benefits to Minor-
thewvarious projects using consistent and  other part of which involves the transfer ~ “It's good to get in at the bottom of the * co's local and international investors. ﬂ
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Minorco foresees
room for improve

[ ANDY DUFFY |

MINORCO, Anglo American’s
offshore munerals and mining
arm, expected little improve-
ment 1 market conditions this
year, chairman Julian Ogilvie
Thompson said 1n his annual
review

Though there were signs of recov-
ery in North America and the UK,
contmental Europe and Japan were
still mired 1n recession

Condifions had been made worse
by “unprecedented levels” of ex-
ports from the former Soviet Union

The company, slated 1 the past
for 1ts apparent lack of direction,
had made a string of acqusitions
during the year

These culminated 1n a $1,4bn asset
swap 1 September with Anglo and
De Beers

This would leave Minorco “well-
placed to benefit from improved
market conditions”, Ogilvie Thomp-
son said

But collapsing commodity prices
had hit “even the most well diversi-
fied business”

It seemed unlikely that there
would be a notable recovery over
the coming year

Despite Minorco’s attempts to
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Haco malals $400m

.Li* llndustrral&agnﬂutuml $529m

beef up 1ts operating activities, the
company was left dependent on ifs
cashpile to post earnings ahead at
$211m ($20om) for the year to June

The acqusitions aside, Minorco
still sat on more than $ibn at the
year end, pushing inierest mecome
from $94,7m to $102m.

Operating income from gold, base
metals, agriculture and industral
minerals businesses slipped to
$55,8m ($63,8m)

Hardest it was the US Indepen-
dence Mining Company, pushed 1nto
a $17m loss by falling grades and
gold revenues

The performance of agricultural
business Terra was swamped by
flooding in the Midwest TS states,

CAL

which drained its contribution to
$22,1m ($32m)

In the current year Minorco would
have to improve productivity to
counteract “the harsh market condi-
tions,” Ogilvie Thompson said.

The company was also looking to
reap the benefits of ifs parent’s
offshore shake-up

The deal involves Anglo and De
Beers passing their South American,
Australian and Far Eastern oper-
ations, and a major chunk of their
European business, to Mimnorco

Reshuffle

In return Minorco will issue
shares worth 31,34bn to them, and
hand over 1ts African interests

Ogilvie Thompson said the re-
shuffle would have “essentially com-
pieted the transformation from an
investment holding company to an
operating group that we have been
seeking to achieve over the past five
years”,

The group spent $A29m on other
acquisitions and husinesses

Ogilvie Thompson said several po-
tential acquisitions were still being
discussed.

The restructuring of Minorco’s 1n-
vestment portfolio was largely com-
plete, he added
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ADVERTISING & MARKETING

BRAND MARKETING

Multinationals cntering the SA market pro-
vide the best chance for ad agency growth in

the next year Apart from the election, they
could be the only sigmificant source of new
business

In the past month, two more US food
manufacturers, Pillsbury and CPC Interna-
tional, have jomed the flow of global giants
into this market, which has already seen the
recent entry of compames such as Mars,
Apple Computer, Digital Equipment Corp
and Microsoft

Many more may follow More than 30
companies are believed to be on the brink of
entering or re-entering the market They
include Burger King, McDonald’s, Haagen
Daz, Hewnz, Hershey, Campbell Soup, Al-
lied Lyons, Anheuser-Busch, Fosters, Hyatt,
Sheraton, Kodak, Polaroid, McGraw Hill,
Procter & Gamble, Sara Lee, Carlsberg,
Fruit of the Loom, Mattell, Funtsu, Jardine
Matheson, Peps1 and Sumitomo

Hamburger giant McDonald’s 1s said to

Who will benefit?

Internationally aligned agencies
of some major clients
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have plans to appoint black franchisees for
three pilot stores by early next year at Johan-
nesburg’s Bruma Lake, Cape Town's Vic-
toria & Alfred waterfront and the Durban
beachfrent Anheuser-Busch is thought to
have done 4 deal with National Sorghum
Breweries to produce 1ts Budweiser beer

Hyatt 1s believed to be planning a hotel in
Johannesburg's Rosebank suburb

Multinational companies tend to have a
panel of international ad agencies which they
use around the world Most of them are
represented 1n SA, but interesting opportuni-
ties await local shops which can tie up deals
with those that are not Among the biggest of
them are BBDO (which closed down here 1n
the md-BEighties) and Leo Burnett

Though the DDB Needham name 15 ab-

m
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sent from SA, the group has a link with The
White House However, BBDO and DDB

Needham are part of the Ommcom group,
which recently brought TBWA 1nto 1ts fold
As a TBWA agency, Hunt Lascaris Id
benefit from the connectio Ocaﬁ

There has already been some realigning of
local accounts Thus international tobacco
giant BAT, which controls Utico, has
switched 1ts ad account to BSB Bates and
Carlton Paper {part of Kimberly-Clark) has
realigned with Ogilvy & Mather

“Suddenly,” says Hunt Lascarns market-
ing director Paul Bannister, “global issues
are agamn a factor They had become a nega-
tive Now 1f you are not aligned to a strong
international agency with big global brands,
you could lose out ™

Pillsbury, owner of the Green Giant food
range, will establish a new company called
Pillsbury Brands Africa in partnership with
Foodcorp, which owns Table Top Pillsbury
employs Leo Burnett as its international
agency, but Table Top’s agency is D’Arcy
Masius Benton & Bowles Unfortunately for
D’Arcy, this 1s no guarantec that 1t will
benefit. Table Top MD Peter Hewitt has
asked three agencies, including D’Arcy, to
pitch for the business

CPC has appointed Tongaat-Hulett as 1ts
agent to manufacture and market 1ts food
brands through a new company, Tongaat
Consumer Foods, with an option to acquire
equity Major CPC brands include Knorr,
Mazola and Hellmann’s, but some of them
will not be available to the new company
because Robertson’s (owned by CPC before
1t disinvested) has the rights

There 1s no word yet on which new brands
will come or on the appointment of an ad
agency

The big name on everybody’s lips, howev-
er, 15 Procter & Gamble, the world’s biggest
food and household products manufacturer
Compantes mcluding Unilever, Carlton
Paper, Beecham and others are bracing
themselves for 1ts entry, which many believe
will be early next year Already some P&G
products have been appearing 1n local stores
to test the water

“Pillsbury c¢ould spark others into com-
ing,” believes O&M Transvaal MD Mike
Wellsford “This can only be good for the ad
industry Even if you don’t benefit from new
business, existing clhients are raising barriers
to entry by embarking on more aggressive
marketing programmes Several companmes
have been conducting research into P&G’s
methods so that they are prepared »

Most new entries are expected to follow
the Pillsbury and CPC examples by estab-
hishing partnerships with local compames
These may be important to help them break

Multinationals poised to enter SA

Into a somewhat xenophobic market *“Mul-
tinationals sometimes find 1t difficult 1n the
retail stores,” says Grey Advertising media
director Paul Wilkins

“Too few retailers appreciate that com-
petition 15 good for them and for the consum-
er Instead of building up the manufacturers,
they try to sting them for as much money as
possible and raise problems over listing of
products As a result, other methods of dis-
trbutton are being looked at seriously ™

Though the changing political environ-
ment 18 behind the interest, Lindsay
Smithers chairman John Sinclair warns that
mvestors are still cautious “On a recent trip
to the US, 1t was clear to me that many
peopie will not invest until the violence sub-
sides and until the ANC makes its economic
policy clear Many will prefer agency or
partnership agreements which do not require
big Iinvestments

Tony Kaenderman
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GERMAN chemical group Hoechst has ex-
panded 1ts SA operations through the R70m
acqusition, by subsidiary Hoechst S4, of
Frame Textiles’ polyester fibres,plant, the
companies said yesterday Lpﬁﬁq 2,
The acquisition involved Frame’s oper-
ating arm Consolidated Frame Textiles,
which reported a loss of 23,8¢ a share in th
year to end-June (2. 20
Two further acquisitions Were being ne-
gotiated 1n SA and an announcement prob-
ably would be made by the end of the year,
a Hoechst spokesman said 1 Germany
Hoechst SA MD Remnhard Traub said a
major portion of the R70m would be in-
vested 1n upgrading local fibre production
technology The acquisition was part of an
investment and development programimne
to diversify and strengthen local oper-
ations and to build up a solid export base
Frame Textiles chairman Mervyn King
said the sale was motivated by the ration-
alisation of SA's polyester fibres business

rame plant

The textite industry was shrinking and pro-
duction mputs needed to be rationalised
The acquisition by Hoechst would result
in foreign exchange savings, as Frame had
previously paid royalties overseas for
technological advances and innovations
which characterised the fibres mmdustry
Hoechst had 1its own substant:al fibres re-
search and development programme
The acqusition would boost Hoechst
SA's existing production — ncluding 1ts
Mlnerton plant — to 40 000 tons of fibre a
vear, which would be taken up by local
demand and increased exports The acqui-
sition wouid be renamed Durban Fibres
and would come on line in December
King said the plant’s sale would not af-
fect Frame's net asset value or 1ts bottom
une Hoechst SA’s mamin competitor for
fibres was imports, as Frame’s fibres pro-
duction was primanly for its own use
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US giant buys controlling stake in Permark
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W BUSINESS STAFF

Multinational pharmaceuticals
and consumer goods group
Proctor & Gamble is reinve 8t~
ing in SA with the purchase of
a controlling interest in J ohan-
nesburg-based Permark Inter-
national.

Confirming the purchase,
p&G's manager of development
markets with the Middle East
and Africa division, Colin Web-
ster, said from Geneva yester-
day that the US giant was ex-
ercising the option 10 buy back
the controlling stake It sold
when it disinvested in 1086
trom Permark's predecessor,
Richardson & Vicks.

Permark, which has a facto-
ry at Sparian, Transvaal,
makes health-care and cosmet-
¢ products such as 0Oil of Olay,
Vicks, Clearasil, Everysun and

Milton. It hes a workforce of

280,
A number of other P&G pro-

new products.

»We have no experience in
gA worth speaking of and ob-
viously we are going to make
ase of this (acquisition) to un-

' % @'- erstand the market and busl-
" ness conditions better. We will

ducts are made and distribut-
ed under licence by other pro-
ducers

Webster declined to disclose
the purchase price or the fi-
nancial performance of Per-
mark, but said a look at its
spread of products on super-
market and pharmacy shelves
would give some indication of
its status

Permark would continue {0
be run by the local manage-
ment as a subsidiary of P&G

“In time, we will probably
relnstate the Proctor & Gamble
name, but that is purely an ad-
ministrative matter.”

Webster would not be drawn
on plans for further acquisi-

tions or the introduction of

# -

C

€

continually reassess our
plﬂ_'ﬂﬂ,"
P&G is believed to be the
world’s 35th-largest company.
Paul Kinsley, chief executive
of Permark, said the move was
exciting because it would boost

the company's competitiveness

and growth potential.

P&G operates in 54 coun-

trles Among its other products
qvailable worldwide are Ariel
detergents, Pampers napples,
Old Spice toiletries and Crest

toothpaste.

Kinsley said plans had not
yet been finalised, but that
P&G would probably put one
or two of its managers in the
South African operation to
learn about local markets

——




COMPANIES

MINORCO

Fm 8 litlag

Activities: European-based natural resources
company which 1s Anglo American 's interna-
tronal arrm outside Africa

Control: Anglo American 39%, De Beers Cen-
tenary 2 1% {will change in Nov to Anglo —
46%, De Beers 22,6%)

Chairman: J Ogifvie Thompson; CE H R Slack
Capital structare: 170,3m ords. Market cap-
itaisaticn. R12,8bn

Share market: Pricer R76. Yiglds 2,56% on
dwvidend: 5.8% on earmings, p.e¢ ratio, 18,1,
cover, 2,2 12-month high, R886, low, 52,50,
Trading volume last quarter, 3,.2m shares

Yeor to June 30 my ‘01 92 93
LT debt (US$Em) — 287 27% 621
Turnover {USSm} 28,9 771,01666,6 172b,0
Pre-tax pofit (USSm) 260 244 253 257
Net profit (USHm) 229 194 206 211
Eamings (US¢} .. 136 114 122 125

Dividends {(USc} , 48 51 64 57
Net worth {USc} .. 1806 1687 163b —

Finally, it’s safe to say Minorco has arrived.
This 15 a company which, for years, has been
characterised more by promise than per-
formance. That 1t hasn’t delivered has been
due to an unusual combination of circum-
stances, an astrologer would say its stars
were influenced by the conjunction of mahign
planets and, 1n the absence of contrary proof,
shareholders will be forgiven for accepting
that explanation as bemng as good as any

Now Minorco has been given a new sense
of purpose and strategic direction 1ts acqui-
sition of a huge portfoho of natural resource
businesses from Anglo American and De
Beers Centenary unquestionably stamp it as
a prominent global participant (Leaders Oc-
tober 1).

Until now it has been dogged by bad luck
and 1ll winds. the long and costly attempt to
seize conirol of ConsGold ended mn practical
failure (and, in one of those sublime ironies,
enormous profit); its endeavour to take con-
trol of the Australian Olympic Dam project
was thwarted because its managers were tao
successful: 1ts thrust to develop its base met-
als mdustry has been shackled by a global
recession and an unusually depressed com-
modities cycle. These tend to overshadow the

successes concentration on industrial miner-
als in specific and well-considered niche

Cants Minorco
8500
8000
7500
7000
€500

6000

5200
5050
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Minorco CE Honk Slack .. preserving
a strong balance sheet

markets across Europe, intelligent husband-
ing of large cash resources and the preserva-
tion of a strong balance sheet.

Meanwhile, the latest annual report re-
veals results which are pedestrian in terms of
growth (effectvely an improvement of 2% in
EPS) Executive director Gavin Relly takes
the contrary view that, 1n a year character-
1sed by failing demand and prices and great-
ly increased supply, Mmorco’s ability to hold
its position 1s an achievement of note. In fact,
this level pegging was derived largely from
the clever management of cash reserves op-
erating earnings declined US$8m and were
offset almost precisely by improved corpor-
ate income achieved through enhanced inter-

est receipts *
But the real action this year is in the

balance sheet. Fixed assets improved by
more than US$300m while cash reserves
stood at $1,656m (1992. $1,778m). Things
have changed somewhat since balance sheet
date, of course, and the cash 1s now about
$1,1bn Nevertheless, the ability to come
through a cyciical downturn as long and
unpleasant as this with such large cash re-
sources, bears testitmony to underlying
strength. Judicious use of long-term debt —
now $342m more than last year — but near-
ly all sourced from unsecured bank loans
says something about the attitude of bankers

to Minorco ) .
Chairman Julian Ogilvie Thompson 18

New sense of purpose

pessimistic about the short-term future He

is right to be. Encouraging signs of economuc
revival 1n some areas are countered by evi-
dence of continued depression elsewhere
This desynchronisation of the global eco-
nomy 1s confounding the best forecasts of
recovery 1 demand for Minorco’s products
And 1t 1s proper he should point to the need,
in Minorco’s business, to judge the company
over a full cycle.

Plainly, this share i1s not for short-term |

#

speculation But, with Minorco’s new and
expanding opportunities, especiaily m pre-
cious and base metals, 1t offers strong geo-
graphical diversification and the potential
for some honest excitement David Gleason
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Lonrho Sugar’s earnings’slide

LONRHO Sugar has reported a slide in .
Imnterun earnings to 1930. (286¢) a share in =
the half-year to September 30, partly 8 ity interests of E9,6m (E21,6m). Attribut-
result of cnmmissinning problems at one of ahle earnings fell to E21,6m (E32.2m)
its largest mulls, Sucoma in Malawi. - .. -'As forecast by chairman RenéLeclezio

A company spokesman said yesterday - mthe company’s 1893 anmual report, teeth-
the slide would be a one-off occurrence. . ing problems with the expansion atiSu-
Management’s confidence in strong earn- % pontinued to dent profits. risH "
ings next year was reflected.in thede@sinnﬁ - EE d und&ﬂpl&ﬁaﬂ@:ﬁt:ﬁummw
to maintain a 110c interim ¢ivid d, r‘fg v, mohatomswmmthemeum,mmg
hold the final payout at 12 ‘% il sogar output.fo 180 000t/year

The Swaziland-based compahy, a subisid- ;f'> Thaf left the coinpany well-placed to:take
iary of UK multinational Lonrho. OwWns e,,;advanthge of reglonal markets hard hit by
sugar plantations in Malawi, Mauritius, .. the drought, the spnkmﬁn aald. g
Swazﬂand and SA, as well a hotel in Mauri- . .2 %, He said Lonrho Sugar’
ttus, a Swaziland livestock business, and a Irrigatedandtherdore not merelw
distilling plant in Natal, Results are re- ed by drought. Sales should grow gly
ported in the Swazi emalen ~ ar _ from ..Also, .the group’s Ma
with the commercial rand/=s ¥ hotel and sugar businesses were p

Sales improved to E2600r< ) " from the jhriying island economy ﬁf

pre-tax ruﬁt fell a third to E436m °  Thespok added that the had

(Rﬁ3,2m} Tax provisions rose to E12,2m " not been aff by the stmggle for, con-
(E9,39m), cuntnbuting to a steeper decline  trol at Lonrho’s head don
in after-tax jncome to E314m (E588m)  between ihain®shareholder Dieter
before reduced contributions from minor- —and founder Tiny Howland. -
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WE trust South
Alrica long term and
we are long-term in-
vestors, says the

firm’s president

M BY JOHN SPIRA

The world’s seventh-largest
chemical and pharmaceutical
company 1s poised to expand
s South African operations by
a significant margin.

France’s Rhone-Poulenc
group, which operates in 140
couniries worldwide, aims to

' boost 1ts current South African

furnover from R250 milhon io
R350 million in the near future,
says president and vieg-chair-
man, Jean-Mare Bruel, who is
currently in Johannesburg to
help implement the expansion
programme.

Rhone-Poulene, with 83 000
employees, generated world-
wide sales of R140 billion in

1992, of which only 22 percent

was derved from turnover in
France itself ¢
The group is strongest in

———

Jean-Marc¢ Bruel . . ._ :..m_.wm»

has great promise.

health products, which account
for 37,3 percent of turnover.
Organio and inorganic inter-
nediates account for 17,3 per-
cent, specialty chemicals 16,5
percent, fibres and polymers
15 percent and agricultural
produects 12,4 percent
Rhaone-Polenc in South Afri-
ca has four sites, three of
which (in Port Elizabeth, Mid-
rand and north of Pretoria)

— e — B

French giant plans massive SA expansion

'Rhone-Poulenc’s giant stride

Sk FHilau. -

b 1
m -+

are operational. *d -
The French company's in-

Bruel says new investment
will initially be in the form of
manpower and expertise, after
which further investment in
asseis could well materiahse,

“In South Africa we are
strong in pharmaceuticals and
agricultural products

— e m——

Breakdown of net sales geographlcally

‘“We aren't 'as sirong as we
should be in our other product

_ vestment in South totals  areas. We fully intend to rec-
R50 milit u tify that situation in the near

future,

“Africa is 4 huge continent
with & large population, imply-
ing that Rhone-Polenc has sub-
stantial potential {0 expand its
activities in Africa.

“And South Africa, being the

' continent’s lafgest economy, is

{.Pﬁ.nh..

the logical country from which
to launch this sales drive "

He beheves the market has
great promise, provided South
Africa develops on a stable
footing via a peaceful transi-
tion to full democracy.

“At the same fime, there is
no question of us pulling out of

South Africa unless the coun-

iry degenerates into
bankruptcy

“We've had a presence here
for 60 years We remained
throughout the sanctions era,
s0 were here to stay.

“We trust South Africa long
term and we are long-term in-
vestors.

"We know how to operate in
difficult environments After
all, we have a large and grow
ing operation in Brazil, where
inflation is 1,5 percent a day "

Bruel stresses the impor-
tance of 'a markei-based econ
omy and the sbsence of duty
barriers. ..

“Australla and Brazfl have
long protected thelr industries
via high duty barriers. Today
these indusiries are collaps-
Em "

|
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The local company Rhone-Poulenc, for-
merly Maybaker, has an asset base of
R50m and annual turnover of R250m

The expansion plans would go ahead
regardless of what government was 1p-
stalled after April 27 “This 15 part of our
long-term vision about the continent

Rhone-Poulenc has been in the country
since 1934, and was one of the few multina.
tionals that remained during the sanctions
era. It is one of the 50 French companes

operating in SA{ 2. ?—Dd) g‘r
’ The group 1s ranked third worldwide mn

the field of agricultural chemueals and 1s
represented in more than 140 countries

At present the loeal company 18 involved
1n research in both the fields of agriculture
and pharmaceuticals It is also buiding a
plant to manufacture generic medicines

Bruel said Rhone Poulenc supported
generic mediemnes provided all rules were
followed These ineluded that the med:-
cines were introduced after the expiry of
their patents and the manufacturers regis-
tered with proper authorities.




pill

SOUTH Africa’s pharmaceuti-

cal industry 1s In turmoil
because major mulfinational

manufacturers are deter-
mined to maintain their grip
gn the R3,2-billion-a-year

drugs market
ting manufacturers

: Four compe
— Bayer, Ciba, Roche and Boeh-
ninger Ingelhein — shocked the
mdustry Iast month when they set
up Healtheare Distributors (IHD),
cutting out wholesalers
« Some manufacturers were re-
ported to have threatened to quit
SA 1if planned legislation allowed
greater use of generic medicines.
. Another develupment was the
formation in Europe and America
by Wellecome, Warner-Lambert
and Glaxo of a joint venture to
develop and market over-the-coun-
ter drugs. The agreement wnll
come into effect in SA this year.

THD’s formation was countered
by wholesalers, who lost their right
1:0 sole distribution of medicines to
the public and private hosptals.
They returned products to the four
manufacturers and are alleged to
be refusing to handle them.

Retaill pharmacists say that in
the first few weeks of IHD’S opera-
tion, deliveries from the four mem-
ber compames virtually dried up
They allege they were unable to
order what were, I sS0me (ases,
life-saving drugs because THD tele-

phones were not functiomng Iis
cpmputer system was also not
working

The IHD compames say the deci-
sion to distribute their own pro-
ducts was taken 1o an effort to cut
burgeomng theft 1 the industry It
1S claimed that thefts amount to

SU

Multinationals
in big battle for

Sl Tiwer CeussT

By DON ROBERTSON

R1-billiop a year.

Drugs and medicines from the
four companies make up about
12% of pharmaceutical products
sold m SA.

In spite of an umprovement in
deliveries from IHD, the four man-
ufacturers continue to receive
criticism from pharmacies which
say the service is not up to scrateh.

Johan Bothma, chairman of the

' SA Association of Retail Pharma-

cists, says that at one stage the
situation was extremely serious
But deliveries have mmproved n
recent weeks.

However, he 1s still not satisfied
with the IHD service.

In the past, wholesalers would
make an average of at least two
calls to pharmacies a day to estab-
hish their requirements. If needed,
orders were delivered that day

To obtamn medicine from IHD,
pharmacies are required to get in
touch with it.

Mr Bothma says “Even if you
phone before 10am, the drugs are
not delivered until the following
day. This 1s not good enough be-
cause customers are often unable
to wait.

“IHD has suggested that chem-
ists 1ncrease their stock of medi-
cines, but this will add to costs

“We have no control over what
medicines are prescribed by doe-
tors and 1t 18 not possible to keep a
full range of products at all times,
We need daily deliveries.”

Phil Barrett, managing director
of IHID and mn charge of distribution
in the Transvaal and Free State,
concedes that deliveries in Decemn-

premacy |

ber were "chantic and dem n-
um reign
He blam e wholesalers fur

— boycotting products of the four

IHD companies.

The intention was to increase
THDY'’s operations over about a year
But because of the wholesaler boy-
cott, the distribution network had
to come into full operatinn imme-
diately.

“This put a strain on the cumput-
er, telephone and staff operations,”
says Mr Barrett.

“We now have daily furnover
equal to that which we had planned
for the end of this year. Wearestill
capturing about 10 000 accounts”

IHD delivered only 10% of ifs
products to pharmacists and doc-
tors on the same day in December.
This has improved to about 92%"
and a 24-hour service is now’
offered, says Mr Barrett.

Trevor Phillips, executive direc-

tor of the National Association of

Pharmaceutical Wholesalers
(NAPW), says members are not
boycotting the fonr manufacturers,
but are only acceeding to the IHD
wish to be sole distrihutor He says
NAPW 1s happy to distmbute these
products as before.

The national Department of
Health has put on hold plans to
imtroduce leglslatmn allowing
greater use of generic drugs and so
reduce medicane costs. -

Unnamed multinationals have
apparently put pressure on the de-
partment, saymng that increased
use of generics mstead of brand
names developed by them at high

cost would slash thew profits This |

could result in other medicines, for
which there are no generic equiv-
alents, becormng unavailable
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accused f br 1

JOHANNESBURG — Multmatmn Cor. nra-
tions .were trying.to bribe “members: of the fu-"
ture government to win contracts,’ the Wnrld

Council -of Churches central uummﬁtee'f héard
here this‘'week . © R

Evangehcal Church of Germany pastnr Klaus
Wilkens saidr “They ‘are’ undermining the SgOV-
ernment . before 1t-staris ” e e %

In 4 statement, tuda uthe WCGf said’Mr Wil-
kens later clalmed t{l have recewed the, mfur- ,
mation from an offieial n Germany whn had |
recently visited South Afrlca — Papa - iy
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'bhmmcd-down Lg)nrho'

LONDON — Lonrho, theﬂlzbnmulﬂna
Sromr]c;ﬁtand, yexpect&ﬁereﬂﬁﬂt
as
o!ghairmannemel.ecl&ﬂu 74, and senior
directoraRobmtDunlop,PaulSplmand
Sir Peter Youens,
The sale of assets — which has reduced

net debt to £446m or 31% of equity from_

57% - saw Lonrho’s turnover shrink in the
year to September 1993.

Total sales were £1,2bn down at £2,7bn
Existing operations accounted for £1,87bn
(£1,39bn).

After a £30m fall to £70m in net interest,
pre-tax profit was £172m, up 50% from
£114m in 1992,

Excluding gains of £87m from discontin-
ued businesses and their earnings of £12m,
and asset sales profits of £9m by retained
operations, Lonrho’s core interests
achieved a 119% rise in pre-tax earnings to
£70m — dominated by £40m from its SA
platinum and coal mines and Ghanaian
gold production interests,

Overall net attributable profits jumped
from £42m to £112m.

Corenet after minorities, were
£22m against a previcus loss of £18m.

Earnings a share were up 136% at 15,1p.
The dividend was held unchanged at 4p.

Lonrho’s debt reduction programme has
propelled mining to the top of its profit-

making divisions.

mmmrg 4% rise to

a recnrd_

- [iig
announces atter profit

923 0000z of platinum group metals and an
increase of 18% to 770 0000z by its 45%-
owned Ashanti gold mines, the division’s
pre-tax earnings were 60% better at £40m.

Sales, however, were only 7% bettﬂ!:)at
£335m.

The major divisions in of turnover
continued to suffer small losses,

Motor distribution — sales up §7% —
had a mixed year in Africa.

Devaluation in Kenya and rising imnports
of reconditioned cars plus lower-cost
Indian and Korean vehicles affected Motor
Mart, and erosion of business confidence in
Zimbahwe dampened first-half demand
there. By contrast Nigerian sales in-
creased 12% and the Mercedes-Benx truck
divizion and Toyota franchise in Zambia

enjoyed a good year.

In his report to shareholders, chairman
Leclezio said. “A notable proportion of pro-
fits now comex from the mining of gold,
platinum angd rhodium. Our hotel activi-
ties, agriculture and general trading offer

strong support to the balance sheet.”

Lonrho would “concentrate on these cen-
tral businesses, while being prepared to
dispose of other assets sensibly to make for
easier management and better under-
standing by investors who have previously
overlooked Lonrho as 100 diverse”.




COMPANIES

LONRHO

Becoming leaner and strong
1‘1

(220 (&2

Activities: UK-based multinational, with mm-
ing, agricultural, commercial and mdustrial in-
terests i 48 countries

Controlt D Bock with 19% is the largest share-
holder

Choirmon: M JUR Leclezip, Joint MDs R W
Rowland & D Bock

Capital structure: 766,5m ords Market cap-
itahisation R7,8bn

Share market: Price 1040c Yieids 2% on
dividend, 7.4% on sarnings, p e ratio, 13,5,
cover, 3,8 12-month ligh, 1 150c, low, 5256¢
Trading volume last quarter, 3,8m shares

Year to Sep 30 9 ‘NN ‘9 93
Turnover {(£m) 5476 4846 3866 2700
Pre-int profit {£m) 272 207 178 233
Pre-int margin {%6) 5,0 4,3 4,6 8,6
Earnings (p) 23,6 14,2 1.2 15,1
Dividends {p) 16,7 13,0 4,0 4,0
Net worth (p) 216 204 171 138

Just when 1t seemed the group would display
all the signs of profit fatigue for the third
successive year, it has returned results which
are a huge improvement on those for 1992
In the process 1t has wrong-footed the mar-
ket

New joint CE Dieter Bock has cause to
feel farrly chipper, both with Lonrho’s com-
paratively handsome bottom line and the
effect on his personal finances — after all, he
did borrow L£UKI100m (about R500m) to
finance his purchase of a large chunk of the
emgmatic Tiny Rowland’s stock The results
have pushed Lonrho to R10,40 and that
makes Bock’s personal holding worth about
R1,5bn — not 4 bad appreciation, though he
can argue he’s had to put up with a lot of
abuse to get 1t

Essentially, turnover has been trimmed by
£1,2bn to a modest £2,7bn, however, operat-
ing profit from a reduced asset base held up
well at £146m, asset sales brought 1n a profit
of £87m and the interest burden was £30m
hghter The year’s profit comes out at
£112m — 1,6 times larger than 1992’s dis-
mal £42m and that reflects a lng improve-
ment 1 the trading margin

At 15,1p a share, EPS compares well with
the previous 6,4p and the terrible 5,1p of
1991 The dividend 1s unchanged at 4p, giv-
ing cover of 3,8 tumes — a ratio the group
hasn’t come close to approaching since 1977
It 18 certainly indicative of the conservative
policy Bock mntends to follow

In financial terms, what has really charac-
terised Lonrho over 1993 has been its sub-
stantial asset sale It has disposed of VAG,
its UK Volkswagen and Audi franchisee
(£81m), sold The Observer to The Guardian
for £27m and got rid of Krupp Lonrho for
£113m All that 1s reflected 1n a decline in
fixed assets to £1,7bn and a sharp reduction
in long-term loans, now more than halved to

v zplalag

still
ready for a scrap

Lonrho’s Rowland

£307m (1992 £754m)

But what has always fascinated sharehold-
ers and the market 15 the unusual nature of
Lonrho’s eccentric boss, Tiny Rowland He
took over the company 1n then Rhodesia 1n
1961, proof of his acumen 1s provided 1n the
report’s 33-year financial record, not 10 or
20 years, but the full Rowland reign 1s
proudly exhibited

Rowland (76) knows he has to go but,
being a man of huge energy, 1t 15 not a
subject he views with favour He moved to
find a replacement 1n Dieter Bock, when he
had secured him with trumpetings of how he
saw him as a son, the reality of succession
became cold and distasteful Bock represents
Lonrho’s future, Rowland its past It 1s some-
thing he deeply resents and this 1s why he has
given Bock such a hard time

My colleagues write about the fight going
on in the Lonrho boardroom I am uncon-
vinced At 76, Rowland has the capacity —
and probably the stomach — for a good
scrap He’s been in plenty and, whatever his
detractors may say, he’s seen off some formy-
dable adversaries In these circumstances,
Bock 1s displaying all the signs of maturity

1200
1100
1000
_,E 900
@ 800
© 700 [~
600 |-

oeent

L L

200
490

¢ Sourca INET

F Ll, | -._l " —_— -,IIi- ; f
W

— - — -

pr—
".‘ ——) §

18 “Keepmg—Calm; presenting as small a
target as possible and humouring his famous
mentor

In the process, he 1s getting his own way
more often than not Rowland’s old gang 15
on 1ts way to retirement chairman Rene
Leclezio (73), deputy chairmen Robert Dun-
lop (64) and Paul Spicer (65) and non-
executive director Sir Peter Youens (78) are
to leave during the year The terms of their
departure haven’t been announced but they
are hardly poverty stricken

According to the annual report, Leclezio’s
holdings 1n Lonrho are worth about R2,7m,
Dunlop’s about R3,9m, Spicer’s the same
and Youens about R2,9m All hold substan-
tial share options and they've been earming
well — according to the annual report about
£350 000 a year (except Leclezic who went
off with £1,6m last year)

For a hugely diversified group with 640
companies operating in 48 countries, 1ts pro-
fit contribution is strangely distorted mining
contributes a modest £335m to turnover but
£72m or 54% of profit from continuing oper-
ations Much of that 1s centred around the
contributions made by Western Platmum
and Duiker in SA and the Ashant1 goldfields
in Ghana, which Lonrho intends floating
soon and expanding further

Intriguingly, no-one 1s making any predic-
tions about the conglomerate’s prospects for
1994 David Gleason
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Share still Iugging

For u group which has consistently grown
earnings, in real terms, throughout the reces-
sion, 1t’s hard to fathom why Clinic Hold-
ings’ share price 1s so poorly rated compared
to other listed medical gr and the sector
average @\

Previously, the separation of Climic’s prop-
erty and trading chrauuns was SEen as a
factor hampering the share price, until last
year the properties were held 1in an unhsted
company controlied by the directors and
which received rentals from the listed com-
pany The split of assets certainly attracted
criticism, to which management was slow to
respond

The merger of the property and operating
interests, with cffect from the end of 1992, is
reflected in the accounts for most of the
financial year The transaction, financed
through 1ssue of R400m convertible deben-
tures and 4 R160m long-term loan, has
helped push gearing up to 35% (1992 32%),

though that has not strained the balance
sheet

L TR —I—R
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COMPANIES

Hurwi‘l:
of potential acquisitions

tlinir.s a paaf

That the merger of assets was what the
market wanted was shown in the share price
a year ago, when 1t climbed strongly to 420c
on news of the restructure Yet, despite sold
interim and full-year results, the price has

drifted down and, at 275¢, compares poorly
to its placing price of 200¢c when Climcs was
listed 1n December, 1987

Some analysts are also unable to explain
the poor sharec price performance and are
putting out bulhish reports on prospects for
the share Chairman Barney Hurwitz says
while the unpredictable economic and politi-
cal climate makes accurate forecasting diffi-
cult, he believes the group can continue to
achieve real earnings growth

That only leaves uncertainties around
changes to legislation goverming medical aid
schemes and uneasiness at some of the possi-
ble implications of the ANC's draft health
policy, as dampeners on the share price To a
certain extent the whole sector 15 suffering
from this (though not as much as Clinics), as
investors adopt a wait-and-see attitude to
industries perceived to be more exposed to
political change

Clinics, however, 1s not putting anything
on hold In financial 1993 1t invested R36m
1n assets and upgrading, mainly 1n new medi-
cal equipment Capex of R33m has been
budgeted for this year

It also seems that, should threats not to
issue any further private hospital licences
take effect, Chnics could be less affected

i

Clinic Holdings
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Activities: Owns and opsrates private hospi-
1als < g)

Control: Hurwitz famuly and directors 68,3%
Chairman: B Hurwitz, MD J L Hurwitz
Capital structure: 99m ords Market capitalisa-
tion RZ72m

Share market: Price 275¢ Yields 5,8% on
dividend, 14,6% on earnings, p e ratio 6 9,
cover, 2,6 12-month high, 420c¢, fow, 180c¢
Trading volume last quarter, 4,6m shares

Year to Sep 30 90 9 ‘92 93
ST debt (Rm) — 145 32 29
LT debt (Rm} 25 256 35,9 1906
Debt equity ratio 0,31 0,43 0,31 0,35
Shareholders interest 0,36 0,37 0,36 0,64
Int & leasing cover 76 30 20 22
Return on cap {%) 27 27 24 12
Turnaver (Rm) 314 408 503 hb6d
Pre-int profit (Rmj} 482 h78 G661 95,4
Pre-int margin (%) 154 142 131 16 9
Earnings {(c} 238 298 34,7 40,1
Dividends (c} 11,6 135 155 16,0
Tangible NAV {¢) 65 B1 100 127

than other hospital groups

Since listing, the controlling shareholders
have followed a policy of developing or ac-
quiring an interest 1n hospitals themselves,
but not effecting thre aquisition by the group
unti1l i1t 15 felt the hospitals will offer an
acceptable return The onginal thinking
probably had more to do with bringing ac-
quisitions on to the books with mimmal dis-
ruption or strain on resources, but it now
means Clinics has a pool of potential acquisi-
tions available

Hurwitz says there 1s an interest in seven
additional developing hospitals, two of which
meet profitability parameters and are being
considered for acquisition

Low growth 1n local patient levels 1s also
being offset partly by patients from Europe
and Africa, an area which could become
increasingly important There will certainly
be new pressures on the private hospital
sector 1n future, but Clinics, which tends to
service the top end of the market through its
speciahsed surgical and medical facilities,
should be able to retain 1ts core market

That would suggest the share 1s signifi-
cantly underrated and offers value A lot
probably depends on the view nvestors take
of the future of the private medical industry,
but anyone scouting around the sector would
be foolsh to 1gnore Climes’ share at this
Price Shaun Harrls

——
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Still dressed in red

Chairman Solly Tucker nightly continues to
place much emphasis on the quality of dis-
closure to sharcholders The annual report 15
a compendium of imformation, not all.of 1t
easily accessible but there nonethelesk} <4
However laudable this may be, 1t
shouldn’t disguise Yorkcor’s real difficulties
over the past two years Though things have
improved, the income statement 15 still writ-
ten largely in red Turnover fell for the
second successive year, however, tighter con-
trol over costs and a better trading margin

[

- [ |

successful

Yorkecor's Tucker
quest for new markets

resulted 1n net operating profit of R&01 000
(1992 R1,5m loss) V-taA i | e

Yorkcor's main difficulty has been cash
flow Borrowings climbed over the five years
to 1992, and this year the interest bill of
R1,9m (1992 R2,3m) wiped out the
achievements at operating level But head-
way has been made the positive turnaround
in net cash flow from 1992 to_ 1993 was
nearly R10m C

Tucker says three fastors cn tributed to
this capital expenditure was contamned to
R155 000 (R2,7m), money was not absorbed
by discontinued operations as was the case
the previous year, and working capital man-
agement tightened — borrowings fell 19% to
R10,6m

Management 1s bullish on Yorkcor’s abihi-
ty to improve profitability this vear It 1s
forecasting turnover up 43% to R50m, EPS
of 20c against 1993’s loss of 10,8c and a
dividend of 10¢ This confidence stems from
the improvement seen 1n the second half and
from an expected release of pent-up demand
after the elections

Though turnover feil 28% on year-ago
levels 1n the s1x months to June, 1t was nearly

Activities: Sawmiller and maker of wood pro-
ducts, as well as property mvestment
Control: Max Tucker & Sons (Pty) 45 8%
Chaivman: S Tucker, MD 1S D Tucker
Capital structure: 2,98m ords Market capital-
isation R13,9m

Share market: Price 140c 12-month high,
140c, low, 100c Trading volume fast quarter,
36 100 shares

Year to Dec 31 90 1 ‘92 93
ST debt (Rm) 1,8 20 2,1 0.9
LT debt (Rmi 8.4 70 110 97
Dabt eguity ratio Dbl 0368 0O867 0,39
Shareholders interest b 06 0b 0.5
Int & leasing cover 16 1.1 nfa 042
Return on cap (%) 7.5 6,2 n/a 2,0
Turnover {RAm) 36,9 38,8 36,2 34,5
Pre-int profit (Rm) 2.8 2,6 (1,6 0,8
Pre-int margin (%) 76 64 n/a 24
Earrings (c} 216 24 (383) (10,B)
Diidends (c) 140 140 nil n
Tangible NAY ic) 199 240 184 184
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Minrco éyes jnerl yafe

operation, hglﬂp;eu; may invest $220m in NDY DUFFY
Canadian grotip Edper Bronfman to gam
access to the conglomerate’s stakes in min-
erals companies Noranda ang Falcon-
bridge, according to Canadian reports,
The“Luxembourg-—hased Company con-
firmed at the weekengd It was interested 1n
Falconbridge, but refused to comment on

On¢ analyst said, givep Minoreo’s eash
Teserves of ahout $ihp,

Minoreo wants to expand s South

Collahuas; has ore reserves of 1,6-billion
tons containing 16-million tons of copper
The Sunday Telegraph reported yester-
day that the outcome of the plan would be
crucial to thaccess of Ge Er’s bid f

financial services empire

Plans mcluded Minorco taking a minor-
ity stake or forging an alliance with Edper
holding eémpany Pagurian,

Sources said such 2 deal was in Iine with

orco’s attempts to transform itself

from a passive Anvestment company into a
Mmajor international resources player,

The investment Would be “petty cash”,

Billiton = 2O

Under an eement -emption
rights, Shell has to offer hirst right of refus-
al to Mmorco ang Falconbridge when it
sells the Collahuas; stake e

Prospects of a dea] over Collahuas; had

Ll To Page 2
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Gencor direstor Bernard
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ted as saying “We fom's think we cay pey reshuffle, degpipe ed before the

:verrthlngin e Biliiton package balﬂ ff: T Its earnin p siring of ap .
a

hough the 83sel swap lefi Minoreo's

rEEEI'VES ]ntﬂ'ﬂ't, u]E[‘E hHVE'
the Company,  TRJOr acquisitiong sinee then been no

sh be approached by o ' orca recently bought 5 U
anda and Swedish group hi]lﬁr% n}f}ea%}u;llahuasi yartn g had P
pariners ha agreed to
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Minorco expanc

ANGLO American’s cash-rich offshore
operation Minorco is to push ahead with a
$30m scheme {o pursue nlgeserv in
Argentina, é ’

According to reports from Buenos.Aires,
subsidiary Mincorp has bought the mineral
rights to an addibional 500km* area at the
Cerro Vanguardia deposit

Under the terms of the deal signed with
the Patagoman province of Santa Cruz,
Mincorp will pay provincial mining com-
pany Fomicruz a $im fee, 6,6% of output
and 7,5% of profits

The contract, which Mincorp signed in
collaboration with Argentinian company
Perez Companc, runs for 30 years, with the
$30m to be spent by 1996

Mincorp has already invested $12,5m 1n
the’area, which is in Argentina’s northern
Andean provinces.

The Luxembourg-based n
The company, which1s part of Minorco’s  unable to comment yesterday. %2

Fe—

r1|tl]i'r

s 1n Argentina |

| ANDY DUFFY

Anglo American South América (Amsa),
said earlier this year that exploration in
the region had led to the discovery of “a

promising gold property” at‘d thFEﬁFlhng

was bemg mtensified <] {'R

Minorco made clear it planned to ex-
pand its South American operations, fol-
lowing last year's $1,4bn asset swap with
parents Anglo American and De Beers un-
der which it took 100% of Amsa,

The company s also reported to be in
talks with cash-starved minerals group
Falconbridge to increase its stake in
Chilean copper project Collahuasi The
21bn scheme is jointly owned-by Minorgo,
Falconbridge and Billiton, ZZO
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hf:i LJ‘L;uiIP'ﬁ)]EtC{:’l, Anglo American’s cash-

.-+ trich offshore arm, was more than a
. .year away from deciding whether to

push ahead with a gold mine 1

Argentina, jae company at_th
weekend | 22O %
Exploratidn-on the Cerfo Vanguar=

", dia deposit n Argentina’s Andean
. .provinces last week prompted sub-
aidiary Mincorp, 1 parinership with
.. local company Perez Companc, to
invest a further $30m in further min-
eral rights and development
Minorco said prehminary drilling
since March 1992 had mndicated a
medium-size, high-grade ore body
But further driling was needed to
delineate the extent of the reserves
before Minorco could decide on the
viability and size of the project. A
feasibility study would start this year
and was due to be completed by the
end of 199
G s Minorco was unable to quantify
:~¥ likely costs, but said that should the
ocr plan prove viable, South American
+  eompany Amsa could use gold loans
v . o fund its 49% share of the scheme.
Analysts said South America could
prove, to be the future major operat-
ing earmings source for Mimorco,
which had been hampered in the past

_—___———_—_-___

by £ —
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* Minorco tg"&a{ for study
‘ 1a

goldore
[ wovourry |

by temperamental income streams

While Minorco’s earnings were ef-
fectively static at $211m for the year
to last June, Amsa’s net income rose
nearly 60% to $530,3m n the year to
December 1992

Mmorco gammed 100% control of
Amsa through last year’s $1,4bn asset
swap with parents Anglo American
and De Beers.

Analysts believe Amsa accounts
for more than half the net asset value
of Minorco’s mining business But the
company, which reports 1ts half year
results on Thursday, 1s still planning
to expand Amsa’s operations.

Amsa 1s n ialks to expand 1ts
99,2% stake in the $1bn Chilean cop-
per project Collahuasi

Amsa has stakes in two other cop-
per schemes m Chile — Santa Bar-
bara and Mantoverde — and holdings
in Peru’s Quellaveco and Brazil’s Sa-
lobo copper projects. It also has the
option to Lift from 5% to 70%' ifs
interest 1 Venezuela’s Loma de
Hierro mckel scheme

Minorco said “significant sums of
money” would be requred to push
ahead with such schemes
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Minotco . = ©3 g i od in the red, but cut 113
“ANGLO American’s reshaped Share price, weekly - ¥l joss from $23,2m to $9,2m |
offshore munerals and muning + oJose (cents) -~ s A The UK and Geérman aggregates
> puciness Minorco sustained a 10200 . % operations enjoyed healthier mar
' 10% fall attributable earmngs 9800 |~ kets, but a strong dollar reduced their
_ to $106m for the siX months 10 9400 - 3|  contrbutions Lower costs left pulp,
' December, as Jower income from 5000 |- g| paper and packaging earnings up at
jts cash pile offset operating 8600 |- % $10,1m ($8,1) '
gamns 8200 - The ~ figures Wwere further but-
+  The company — Whlph underwent 7800 % tressed by a $57,7m (515,2111) extraor-
a $1,4bn asset swap with Anglo and 7400 | dinary gain stemmung from the sale
_ De Beers last year “~ exploried hgh- g0 N D T F Maa of its stakes in Charter Consolida
_ er gold prices t0 lift operating earn- Madl ,nd Zambia Copper Investments.
mgs 11% to $66,6m on turnover up Minorco’s asset sales petted $450m,
. st 2% at $1,2b0 The US economy was expanding, while it spent $273m on purchases

;- But financial income, down more  but Europe and Japan remaned de- and expanding existing businesses.
_ than 30% at $56m, helped cut net  pressed. Stronger commodity prices  ° 1t bought a 50% stake 1n UK news-
. corporate income from $64,1m to mught have owed more to investment print business Aylesford from Swed-
o' $16,2m. The hottom line was also sup than physical demand, while base ish owner SCA for £32.9m.

C

hil
pressed by lower investment incorae, metal price moz:ments W3£ g I } Aylesford Newsprint plans t0 in-

. leaving earnings at £7(US)e (92¢) @ tamn, he said 2, est £250m in new machinery.
. share. The interim dividend was held Minorco leaned heavily its gold Terra spent $31m 0N fertihiser dis-
" at l%c * busmess, which staged a $23m turn- tributor ASgrow Flonda

The figures for last year have heen  around 10 post earnings of $11,5m, The balance sheet remained

" restated to allow comparison follow- principally through Rrazilian mines strong. Cash and short-term jnvest-
: operated by Mineracao Serra rand ments stood at $2,09bn ($1,92bn),
The deal expanded Minorco’s busi- and Mineracao Morro Velh D against. bOrrowings of $1,2bn.

pesses in South America, the Far Production tose 5%, W Opilvie Thompson saxd the restruc-

East, Australia and Europe, present- average price recelved rose nearly  furing had also prumpted Minoreo t0

mg 1K with the gteady earmngs 8% to $380/0Z change its year end to December,

stream that had previously eluded Operating ncome from base met- aligning it with North and South
the acquisiive company als dropped to0 s11,6m (927 6Sm) as American practices.

.*  But chairmaib Julian Ogilvie lower prices marred higher COpPPET The company would 1ssue another

Thompson said Minoreo remained and nickel output from the Chilean interim report for the 12 months to

I B ik
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Big ji]mp in Minoreo’s

h

operating earnings

Il BY DEREK TOMMEY

Shareholders in Anglo Amer-
can's offshore arm Minoreo
need to remam patient for a
lttle’longer

Today's interim report for
the six, months ended Decem-
ber shows that this major m-
ternational resources company
is maling good progress in its
drive to transform itself from a
dividend-receiving investment
holding company to an operat-
mg company controlling the
cash flow of its constituents —
and so having a direct control
over its own destiny

But low mmterest rates inside
the United States and the re-
cession outside 1t, which 15
keepmg commodity prices low,

are currently affecting earn-
mgsgegﬁzfz.@

Sales 1n the six months
ended December rose only 2,4

percent to $1,2 ilhon,

However, reflecting Minor-
cO's more direct stake m 1ig
operations, ts operating earn-
mgs, jumped from $37,7 million
to $66,6 mithon But agamst
this net corporate 1income
dropped from $64,1 mihon to
$16,2 million

Equity accounted earnings
of associates held up well at
$44,2 million ($47,6 million)

Pretaxed earmings were
down 15 percent at $127,0 mil-
lion ($149,4 million). But
helped by a lower tax pay-
ment, taxed earnings dropped
only 5,6 percent to $110,2 mi-
lion Earnings were equal to
| $0,47 ($0,52) a share and an

MINMORCO  SHARE PRICE
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unchanged mterim dividend of
$0,19 has been declared |

These resuits were further
sweetened by a $57,7 million
exiraordinary item (last year
$15,2 million) helping to pro-
duce earnings including ex-
iraordinary items of

$163,6 mullion ($133,0 mlion),

Minoreo invested $270 mil-
lion in new and existing busim-
esses 1 the six months period
while realising $450 million
from disposals

Assets acquired mcluded a
wide range of natural re-
sources and industmal intepr-
esis in South Amenmea; Euro-
Pean pulp and paper interests
menaged by Mondi European
Holdings, the UK's largest pot-
ash mine, Cleveland Potash;
and a portfolhio of invesiments
based mn the Far East and Aus-
tralia.

Minorco and Mondi, at a
cost of ¢32,9 milhon, have ac-
quired a 50 percent stake in g

fully integrated newsprint
business i Britain

Minoreo, Mond: and the orig-
tnal owner of the business
have agreed to spend ¢250 mil-
lion building a 280 000 tons &
year paper machine, This will
be one of the largest in the
world and one of the lowest
cost producers

Mirorco was still fairly hq-
uid at December 31 with net
current assets of $2,0 hillion

against net borrowings of
$1,255 bithon,

Industrial minerals proved
to be Minoreo's bigpest money
spinner in the six months, gen-
erating earnings of $30.2 mil-
lion (year earlier, $37,1 mil-
hon). Earnings from gold -
proved dramatically, swinging
from 2 loss of $11.5 mllion 1o a
profit of $11,5 million,

The agn-business loss was
reduced from $23,2 million to
$9,2 million, but earnings from
base metals slumped from
$27,6 milion to $11,6 mullion

Paper, pulp and packaging
grnduced earnings of

10,1 milion ($8,1 million),

Minoreo’s directors say that
the prospects for base metal
prices remain uncertain and
they are cautious about earn-
ings prospeets in the short-
term :

Minoreo 18 to change its year
end from June to December 31
It will pay a second intermm
dividend in September which
will be at least equal to last i
year's final, and a final divi-
dend 1n March next year,
which will also be at least
equal to last year’s final

!




'CAIRO — Major multinationals Motorola,
Ericsson and NEC are set to move into SA
At 'the 'International Telecommunica-
tions Union’s Africa Telecom ’94 confer-
ence and exhibition 1 Cairo this week,
many multmationals said they were exci-
ted about entering the SA market

Motorola GM for the UK, hiddle East
and Africa Mike McTighe said the market
was a large one, given that 1t took to new
technology more readily than many other
developing nations

- He said Motorola hoped to have 1its SA
office open by June, and was setting up a
“major roadshow” to show off its products.

The company was already appointing
distributors for its cellular phones, and
other products would be disirbuted via
“yarious orgamsations in SA which do not
have conflicting product Irnes”

* He said “We will find the right partners,

'Multinationals 1

Multinationals

Swedish group Ericsson, already work-
ing closely with SA’s Plessey Tellumat 1n
its supply of cellular phone infrastructural
equpment, would open Ericsson Project
Services in SA Ericsson vice-president In-
gemar Niusson said: “We have plans to
open 1ndusirial activities in SA, and will

look at possible local_manufacture if vol-
umes can justify it éz.a

- a
~MELANIE SERGEANT

some of which have already mdicated they
could drop their brands 1n favour of selling
Motorola products ™

He did not rule out local manufacturing,
but said the first priority was to supply
products through existing channels,

Japan-based NEC 1s also eyemg SA
NEC Africa division manager Koyanagl
Yoshiyuki said his group could set up of-
fices 1n SA next yegr as 1994 budgets were
already allocate 20

“We have alreatdy-tendered-for various
telecommmunications projects for Telkom,
Transtel and Sentech, and have an order
from Transtel,” he saxd

“We already have offices 1n Harare, La-
gos and Cairo, and SA would be a logical
next move mto this confinent.”

0 To Page 2
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He said there was sigmficant potential
1n southern Africa, and i made sense fo
serve this area from SA rather than
Europe as was the case at present.

“SA’s new government will probably
want to review past policies, and we look
forward to seeing what the new priorities
will be,” said Nilsson.




contribution to make locally, are prepared
to export, tramn workers and bring in worlg
class technology,” Crompton saxq.

He said the expansion of COmpames inig
other countries was “a global problem that
has to be dealt witp Elobally”,
~y He,warned. that International Iahoyp
confederations insisteq that multmationajs
implemented even labour polieres through-
out therr organisations,

“They can’t have 3 quality plant 1 thejp
- —

especrally 1f this periained to themwr past

behaviour 1n gA w
However, the adven

and the prospect of pew labour legislation

being passed whch enshrined worker
rights meant trade unions were not ss

threatened by bag labour pra S 1N mpl-
tinationals 1n SA, he added s
Labour analysts said Cosaty ioke a

i



UK of the cash 1n a $230m refinanc.
Ing for subsidiary Mantos Blaneos 1n
return for a greater hold on Colla-
huasi, the glant copper scheme
Chile,

In a deal Tepresenting a major step
UpP in Minorco's efforts to expand iis
South American operations, the com.-
pany said yesterday 1t would take
Mantos Blancog’ 499% stake 1

L inte 1ts stable for $110m

MMML, 1n which Minerco already
holds 50,1%. wag formed by Mmoreo
and Mantos Blancos in December
1992 for the sole purpose of acquiring
a one-third Participating interest in
Collahuas;

Other shareholders the $1bn Col-
lahuas; copper scheme melyde Fal-
conbridge ang Royal Dutch Shell’s
Bulliton

Collahuas: has ore reserves of 16-
billion tons containing 16-milljon tons
of copper

Mantos Blancog plans to rase
$120m through 3 rights i1ssue Min.
orco, which holds 749% of Mantos
Blancos, said 1 had already under.
taken to follow s rights

shares 1ssued.”
The price of the new shares was o
be determmed ag an extraordinary
t
]

sharehoiders’ ener ting n
month, ﬁ‘si jﬁ%
Funds rajsed thfough the deg

of copper and enhance the company’s
long-term futyre. E

The expansion s €xpected to ex-
tend the Iife of the mine to the year
2010

The project also Involved the re-
Placement of part of the ex1sting ox-
lde plant with a pew SX-EW plant
This will Increase production apg
Cobper recoveries and reduce costs

Total capital lnvestment required
Lo implement the project during the
period 1994-96 wag estimated at
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THE scarcity of skilled and
experienced senior executives in
SA could place constraints on the
growth of multinational nvest-
ment, said executive recruitment
company Impact director Roly
Boardman

While there was some slack at the
top executve level, this would be
taken up rapidly as the economy
improved, and a shortage would de-
velop then

He said another difficulty for re-
crntment companles was finding
skilled black executives for multina-
tional companies

Foreign corporations were 1nsist-
g on an affirmative action policy
at all levels in their company struc-
ture, he said

“Unfortunately, there are few
black executives with the required
skills and quabfications, and this
shortage could seriously mhibit the
expansion of multinationals 1n SA,
Boardman said
This obstacle could be dealt with
if compamies embarked on a policy
of employing people with potential
rather than looking for candidates
with already-acquired skills
“Companies should employ poten-
t1a] management matenal and em-
bark on a programme to move these
people into senior posifions rather
than idealistically look for candi-
dates who, if they have not already
been snapped up, are few and far
between,” he said
Woodburn Mann director Peter
Maclldow:e said a number of mults-
nationals had embarked on recrut-
ment drives for mddle-manage-
ment executlves who were on the
fast track to directorships.

[
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. “Multmationals are sending these
executives to thewr head offices
the US, Australia or the UK, and
grooming them over an 18-month
period to return to SA and step into
the senor positions ™ 4

MacTldowie said this type of train-
ing programme would prove effec-
tive in overcoming the obstacles to
implementing an tive action
il Zoo)Ems)

He 3a1d that 0 was
still talent m the country, certain
sectors, particularly marketing,
engineermg and finance, were €x-
periencing shortages of people with
these skills,

He said a number of qualified and
experienced black executives had
recently entered the SA job market
¢rom Botswana and Zimbabwe and
these, he added, were proving to be
more attractive candidates than
their SA counterparts. ,

Renwick Management Servi
MD John Sherratt said he was confi-
dent there were sufficient skilled
and experienced local management
executives to fill positions created
by remvestment. - -

But he stressed that South Afri-
cans did not always have experience
comparable with that of thewr
foreign counterparts in running muil-
tinational operations. % 3

Sherratt said there was scope for
the employment of semor people
who had taken early retirement or
been forced out of compames be-
cause of their age They had an 1deal
opportunity to make a comeback on
the strength of their experience and
track records.
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[:cuj
seeks a partner

SA-OWNED international group
Del Monte Royal Corporation
was 1n the market for a multina-
tional partner for local subsid-
1ary Royal Beech-Nut, Del Monte
Royal Foods deputy MD Doug
Johnston said yesterday

Royal Beech-Nut, whose products
mclude Royal balung products, bis-
cuits and cereals, Lecol, Beechies and
Manhattan, previously had a reward-
ing relationship..with international

__.—._."-

B ,
embark on a partnership with a muyl-
tinational cnmpany (%

And with the possible hflux of §
er international companies followmg
the end of sanctions, Royal Beech-
Nut needed new products

Johnston said the terms of any deal
would depend on the partner

Del Monte group had bedded down
and consolidated the massive
R2.17bn Del Monte Foods Interna-
t1onal acqusition, and was currently
looking at further acquisitions

These would most likely be in the
UK or Eurcpe

Meanwhile, Del Monte had heen
expanding its operation through
Europe and the Middle East It had a
jomnt venture/licensing arrangement
in Israel with listed company PryHa-
mek, which would, from July 1, man-
ufacture and launch its products

It had set up a hcensee operation In

:&EHEA KLEIN |

Saudi Arabia, where its frut juice
wouid be packed and distributed, and
had set up a sales force in Spain.

It also had a presence in Hungary
and was looking at Poland. France
was a big market which it hoped to
become more involved 1n

There had been some criticism
that Del Monte was not 1nvolved 1n
the German market. While it had a
sales force in the country, and was
looking at options to grow that mar-
ket, Johnston pomnted out that it was a
low priced market.

Del Monte was also launching its
fruit products in SA, and Johnston
said they had been well accepted by
the trade It was hoping for a market
share of ahout 8% to 10% in year one

In Europe, the group would benefit
from pmeapple prices, which had
been moving up rapidly, with Del
Monte fetelung $200 to $300 more per
ton than prevmusly The deciduouns
frnt market was strengthening, as
were the economies of Europe

There was an overhang of shares
on the market, and the group had
1ssued a large number of shares This
had worked to its advantage as the
share now was tradeable

With more than 80% of earmings
comng from offshore, 1t was attract-
ing 1nterest as a rand hedge stock,
Johnston said
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MARCIA KLEIN

% DEL Monte Royal's SA arm, Royal Beech-Nut,
? would give up 1ts rights to distribute Mars bulk
c food products m SA, the company said at the
% weekend

®  While this would mean the loss of Uncle

A

: Ben's rice, the company would retain the con-
% fectionery brands, which include major brands

& Mars Bars, Smckers, M&Ms amd Twix

% Until now, the only bulk food products
Lw—w launched locally were Uncle Ben’s Rice and
' Uncle Ben’s sauces. The rights for these pro-

TERE el Al e Sl il gl T S L M e g T T i i

..

ducts will be cn cvcr by Fengaat Foods
IDistributors
b+ Earlym1 Del Mcn Royal — then the

i,';?";*; Royal Cc rporation — annownced it had
AL scccped thc distributorship of Mars's full prod-
i ﬁ:tt range through subsidiary Royal Bccch

EYERAL

‘E “ This meluded ccnfcctlcncry, pet foods,

<=+ mashed potato, pastas and spices.

Acccrdmg tc Royal Beech-Nut, the mncentive

s $0 acquire distribution rights was, in fact, the

Mars international ccnfcctlcncry brand

leaders — like Smickers and Mars Bars —

which fitted in with its own product hnes,
which include confectionery, cereals, cakes,
desserts, biscuits and cordials.

The new arrangement “carres the full
approval of both compames and Royal Beech-
sxs  NUt's ties with Mars remain intact 1n all other
respectsll

Mars recently launched a strong promotion-
al drive around the World Cup soccer which
takes place 1n the US next month.

Fngass Royal Beech-Nut marketing director:Chif

! Sampson said the move wuuld; 4+ free our

resources to concentrate on the launch .and

@it expansion of our own group’s Del Monte

canned fruat products into SA which 1s current-

ly under way and 1s receiving overwhelming
trade acceptance"
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| Multinationals
bet a0 9eneriss,

BEATRIX PAYNE

MULTINATIONAL drug manufac-
turers had been quetly repositioming
themselves in the local generic medi-
cine market to exploit an expected
rise in generic use stemming from
N the ANC’s national health care plan,

J— —_— —

market sources said yesterday
Lennon Generies CE Dave Stub-

bins said many multinationals in SA

had either bought out local generic

manufacturers or had started up

their own generic businesses.

SA Druggists Pharma Marketing

. executive chairman Kobus Nel said
that generic medicines’ share of the
local market could jump from its
current 15% to as much as 50%.

Analysts said yesterday that multi-
national presence 1 the local gener- |
ics market so far was “fairly” small
and unhkely to threaten the business
of local generic manufacturers.

SmithKline Beecham, Warner
Lambert and Hoescht had all entered
the burgeoning local generics market.
through acqusitions conducted over
the last six months ‘v

Smithkline Beecham (SB) bought a
. 100% sharecholding 1 Xixia, pre-

| viously known as GS P ceut-,

cals, in Jan 20 '#
Parke-Davis %rketmg) i
Ian Robertson said parent Warner
L.ambert planned to enlarge the divi-
sion’s range of generic products to 20
| by the end of the year. <

Ciba Geigy Pharmaceutical divi-
sion head Johan Niehaus said the
company had seen the way the mar-
ket was developing when it acquired

Rolab, which now does a third of
Ciba's SA turnover, in 1986. |

"l\.""._‘




Minorco sells
mi@ ke

MICHAEL U HART

i 9

MINORCO, Anglo Amen-

can’s cash-rich offshore
arm,’ has sold its 80,55%
stake in Portuguese tung-
sten mine Beralt Tin and

Wolfram SARL to Avocet

Ventures, subject to appru—
val by the Vancuuvi:r stock

exchange

E anrcu will retain :fm-

terest of 16%-20% of Ber-
alt’s net profit. Avocet will
receive an 55% of Beralt's
15sued shares and will be
assigned 80% of 1its debt to
1 a Minorco subsidiary.

. Beralt owns the Panas-
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Abbott will not produce generics
MULTINATIONAL pharmaceutical group _BEM'H-_—_Im_ —-l
Abbott Laboratories plans to mcrease its I\A"E

market share in SA despite growing em- €racy, management and team work skills,
phasis on low-cost generic medicines, says  ang manufacturing practices,

Abbott (SA) CEQ Jeff Petersen, £} The company aiso mtended to 1m
prove
Speaking at the launch of the company’s 1 jio on. ite facilit: d cleanlin
New mussion statement last week, he said " reLites and cl i~

He said the Company had a responsihbil-

e e e LT
provision of generte medicies g'f-_-, IS tempt to control poitution and emissions.
“We are focused op the production of The group manufactured a range of con-

| medicines based on original research and = Sumer and pPharmaceutical products in SA
B rriCs are not a strategic route for us. and had achieved an anmyuzl turnover of
} 'But we will reinvest money into rea~ roughly R100m over the last few years,
search and development to produce cost- Petersen said. At present this represented
effective drugs” saig Petersen, less than 1% of the multinational’s $9bn
The company intended to mamntain and Aannual t"mﬂ?eCZ'zo)
develop local and global competitiveness The main chall
through the development of its on-gte
facilities and workforce traimng, he said.
Traming would focus on developing Iit-

1 - T
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COMPANIES

Engelhmd edrmnk\ s 12% higher
MINGRCO sbsiary Engetard Corpoa- [ wicheL unounaRy

three months to June, 12% higher than the eum catalysts and air-conditioning techno-

same period last year logy The company expected benefits in the
The good figures for the US speciality  second half of the year.
chemcal products and engimeered materi- The main contributor to earmngs was

als company pushed half-year earmings to  the chemicals and catalysts section, which
$54,6m, up 23% from the first half of 1993. sigmficantly increased sales of environ-

But extraordinary items from the saleof ~ mental catalysts for the automotive, truck
an investment and accounting changes left ~ and bus markets and petroleum catalysts
first-half net earmmgs at $34,7m g for the refining industry.

The figures were achieved on ne The pigments and additives section re-
of $563,2m for the second qu ported a 14% increase in earnmgs despite a
$1,19bnfor the first half of 1994. ﬁgl 11-off in sales Y

Engelhard president Orin Smith said t Strongar sales of fabricated products
results’ were mpecmlly pleasing as the  and productivity improvements in the en-
cnmpany was suppo gmmeered materials and precious metals
several"gmwth pm:qe«:t.*:.g‘é1 W management section were partially offset

The new projects rel by softer industrial demand for precious
pany’s Enmrnnmental technology, petrol-  metals in Europe.
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Corporat
fall hits
[ WwichRe oRounART ]

MINORCO, Anglo American’s ofishore
arm, reported a 12% fall in atiributable
earnings for the 12 months to June, as a
higher operating ncome was knocked by a
fall in net corporate mcome and earnings
from investments. o to 8200

Operating income rose 44% to m, on
a lagVﬁIMghger turnover of R3,1bn. But 1_:11&
strong performance from the operafing
side was offset by the lower corporate
income and earnings from equity account-
ed investments.

Earnings a share came m at $0,99 and an
interim dividend of $0,38 was _declared.
Together with the interim dividend de-
clared in March this made a ta
for the year of $U,57l.'@20

The Minorco year-end ha
to December, making this the second mnter-
ym period The final dividend would be
declared in March 1995 for the 18 months
to December 1994, Minoreo said barring
unforeseen circumnstances the final divi-
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"’ The company said it was committed to
increasing the efficiency and profitability
of each of its operating sectors, an exam-
ple of which was the acquisition of Agricul-
| tural Minerals & Chemicals by Terra. ;
* In this regard Minorco would be looking
_for acquisitions in its industrial ininerals
and paper and packaging scgments, and

investigating “highly promising” mining

projects in South Ameriea, ~ = v~ *

Major developments so far had been the
purchase of 50% of Aylesford Newsprint,
which had begun construction ¢f a £250m
expansion project, the start df a $350m
redevelopment of Chilean base metals pro-
ducer Manios Blancos and the purchase by
Hudson Bay of the remaining 56% in the
Trout Lake mine 1n Canada.

There were significant improvements mn
all business segments apart from base
metals, which suffered from lower metal

ak L

prices. Acquisitions and favourable agri-

W

e ilncome

By telqlayp

Minorco
Share pnice, weekly close {cents)

divid dend would not be less than the ‘second
@F@- hterim dividend. '
e It said the past year had been dominated

by the successful completion of the trans-
action that merged the non-diamond inter-
national assets of Anglo American and De
Beers into Minorco,

LlTo Page 4.

W=l ‘ILP . O From Page 1

cultural conditions lifted Terra’s earnings
to record levels, while gold companies
benefited from higher gold prices and
tighter cost control. Austrian paper inter-
esis were boosted by an improvement n
international demand for pulp and paper.

Lower financial income and higher ex-
ploration expenditure meant corporate n-
come declined from $74m to $34m. Explo-

ration expenditure increased as a result of
taking over the full nsibility for cer-

tain projects which previously had been
shared with Anglo,

Minorco said the main reason for the
$18m fall in earnings from investments to
$74m was the sale of Charter
1993. Main contribu
and Johnson Matthey Z2.0 }&

+ Positive economie trénds had :
the company said, and should lead to an
improvement in commodity prices. Min-
orco sard it was well placed to benefit.
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Six mayor mining prospects commg lo f rm fion

B BY DEREK TOMMEY

Anglo American must be feel-
ing satisfied because after
years of struggling to make
overseas associate Minorco a
major natural resources com-
pany, its efforts have been
rewarded.

Mmorco reported at the
weekend that in addition to
considerable growth in other
areas, it was now m a posttion
to bring to production six large
mmng projects withun the next
four to five years

This achievement would
make 1t one of the world's
major suppliers of copper and
nickel and an important pro-
ducer of gold

One of the projects is Cerro
Vanguardia in Patagonia, Ar-
gentina, in which Minorco has
a 49 percent stake Drilling has
established an ore body con-
tamming 2 mllion ounces of gold
and 16 mithon ounces of siver

“This was a real exploration
success for Minorco as Pata-
gonia was not known for gold
production,” a spokesman
said

“We have a mne, but do not
know how large,” he added.

It could be m production by
mid-1998 and would probably
produce six to seven tons of
gold a year and a large ton-
nage of siver

Another project is Salobo m
Brazl. Minorco has a 37 per-

L

Minorco sitti

Minorca’s business segments with operating eamings

of $201 million.

cent interest in the mine,
which contains 1 bilhon tons of
ore with a grade of 0,96 per-
cent copper and 0,52 percent
gold.

If the projeet 1s proved to be
viable, 1t could be operating by
1809 and eventually produce
200 000 tons of copper a year
and seven tons of goid,

Because Salobo is in the
Amazon jungle, discussions
are being held with environ-
menial authormties to ensure
that it 1s cleanly mined.

A third major project is Col-

Q

- C

Iahausi in : A8
29 percent stake in the opera
tion, whach is estimated to con-
tain 2 hillion tons of ore with a
grade of 0,9 percent copper

A complication is that Shell
18 selhng its one-third stake in
the project. Minorco will not
know for another month who
its new partner will be or
whether 1t will exercise 1fs pre-
emptive right and to take over
the Shell stake from the sue-
cessful bidder

Collahausy co
duction by the end of 1998

A fourth project is Quellave-

pro-

-l;-n-ﬂn

Sox  Alalag

mg pretty

co, situated near the southern
border of Chile, and north of
Minorco's 74,9 perceni-owned
Chilean copper mne, Mantos
Blancos.

Quellaveco is estimated to
contain 388 million tons of ore
with an average grade of 090
percent copper. The first
phase of the feasibility study
should be completed by yesar-
end. It will take another two
years to decide on how to treat
the ore

Minorco also has a 5 percent
stake in a major mickel depos-
it, Loma de Hiero, In Venezue-
la. This is estimated to contain
30 million tons of ore averag-
ing 1,5 percent of nickel.

A decision to open the de-
posits will be taken in the first

quarter of next year The mine |

could be in production in the
first quarter of 1998

Iverma West has won its
court case over its pre-emptive
right to acquire the remaining
92,9 percent of the Lisheen
project mn Ireland, which con-
tamns 22,3 million tons of ore
averaging 11,6 percent zine,
1,8 percent lead and 26g/t sil-
ver.,

Although there may be an
appeal against the decision,
Iverma 18 ﬁunﬁdeut it will not
succeed

Planning, therefore, can go
ahead. Planning should be
completed by year-end, and

production could start in 1998

C
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BRUCE CAMERON

Busineas Editor

CAPE Town-based retail
holding company Wooltru,
through its Select Retail
Group subsidiary, 1s appar-
ently near concluding a
R120 million {Aus$42 mil-
Iion) deal to take a control-
ling share m a troubled up-
market 140-outlet retail
clothing chain 1n Australia

The deal, which 1s the latest
foreign foray by a South Afn-
can ecompany, could be con-
cluded 1n days.

Neither Woolworth’s chief
executive Colin Hall nor SRG
managng director Eddie Par-

fitt were avaliable for com-
ment yesterday

Mr Parfitt 1s 1n Melbourne
negotiating' the deal.

REarlier /iri the week, Mr Hall
confirmed that SRG was bid-
ding for the chain, named
Sportsgirl, a Ibuuuque-type op-

©20)
erauon selling clothing for the

younger set with{ountlets in all
major Australian centres

It has been the flagship of
the Bordas Australian family
empire

It 1s understood that banks
have called-in loans and and
are virtually auctioning the
business to the highest bidder

but under strict secrecy

Australian newspaper
sources said SRG appeared to
have gained an advaniage in
developing a working relation-
ship with Frank Whitford, the
current chief execufive of
Sportsgirl

SRG subsidiaries in South
Africa include Truworths, Dan-
1el Hechter and Topies, Sports-
girl 15 1 a sumilar market to
Truworths

Mr Hall was reported as say-
ing the move into Austiralia
was part of the group’s at-
tempt to become a global play-
er, but had no plans beyond

Australia at present

The deal would be financed
by money raised offshore,

Over the past two years the
Wooltru group has shown re-
markable performance after
Mr Hall took over 1n a major
restructuring,

Profits for the year ended
June 1994 jumped almost
60 percent.

If the deal 1s concluded it
will follow the effective take-
over earlier this year by anoth-
er major Cape Town retailer
Pepkor of the UK-based 230-
outlet retail chain Pound-
strectcher. Two years previ-
ously Pepkor bought controi of
the Scottish Your-More-Store
chain

And yet another Cape Town
holding company Lenco con-
cluded the purchase in August
of a rigid plastic manufactur-

1ng operation, Peteron Plastics,

1n Melbourne after Sanlam
gave 1t a R49 million injection
of capital
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Mmg;gp gets 50% 'of ‘Ifis gen}:ure

MINORCO, nglo America's °ffshﬂre

‘natural mmg arm, had acquired. 50% ! ﬁmcumuanuﬂm

of the Lisheen zinc-lead prospect in Ireland . Der with Ivernia, had put.its stake on auc-

for $77Tm, the compan saud a tion Lac Minerals wasthehighest hiidder,

weekend’ 61&&*‘1 'l thﬂ]a but Invernia claimedrit had the right to
The acquisition follow cnmp on nf pre-em;nt[.aa’ biﬂ %ﬁh& joint venture

-l ¥

the exercise by Irish exploration company ™ ﬂﬁfem

Ivemia West of 1ts pre-emptive right oY Mhe to an arbitrator,
*acquire Chevron’s mterest 1n the pghe:{ ﬁ “ﬂll 1m£a onr: of fvernia. This' was -
Minurcu funded Ivernia’s exercise of its Ldc, 'ﬁ'ﬂt the action was dis-

pre-emption right 1n return for a 50% in-; ﬁﬂmﬁﬂiﬂl costs by the Insh High Court.
terest in Lisheen and operatorship of the &, féasibility study of the project had
project. Minorco will enter into a joint  been completed, an application Tor
venture agreement to develop the pruject planming permission was being prepared
with Iverma, in which Minorco owns a  for submussion, i

24,5% stake .o .. Total reserves & ‘Lishéen 2 mated

L

Chﬁvrﬂ]], the ﬂng]_[]ﬂ] Jﬂmt venture pm.. « at ﬂ‘mﬂuﬂﬂ 1S
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a 135.1::&

'ZZD : -r_,'-f':"



Minorco gets
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MINORCO, Angle American’s offshore
natural resources arm, had acqmured 50%. . -
of the Lisheen zinc-lead prosﬁea?:tll: In Irelanz' & ner with Iverma, had put.its stake on auc-
for $77m, the company saud at, a tion. Lac. Minerals was the highest bidder,
ul

weekend. &
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BRUCE CAMERON
Business Staff

220
EDDIE Parfett, managing~dwet-

tor of Wooltru subsidiary, Select
Retail Group, has arrived back In
South Africa with permission
from the Australian government
to take over one of the country’s
presiige retail groups 1in 4
R129 million deal

The takeover of a controlling
90 percent share of the 130-store
clothing chain Sportsgirl-Sport-
seraft 15 the first successful ven-
ture by a South African company
| into retail 1n Australhia since
Pick'n Pay’s Raymond Ackerman
was sent packing at the height of
the sanctions era when he tried to
open 1n Australia

The permussion of the Austra-
lian government was the last 1m-
portant hurdle m the takeover
contest, which saw the South Af-
rican team taking on nine Austra-
lian companies for control of the
group

The group came on the market
after 1t had been been taken over
by two Australian banks when an
A$100 mllion (R263 million) prop-
erty deal went sour

Former owner of the chamn Da-
vid qudas gsaid 1n an 1nterview

L

\& -20 QL
with the Melhourne newspaper,
The Age, on the eve of the sale
that he had become so disap-
pointed with retailing 1n Austra-
lia he hoped a foreign company
would buy Sportsgirl

«apstralia needs the competl-
tion and a fresh injection”

By joining forces with the
Sportsgirl managing director
Frank Whitford the “foreign com-
pany” succeeded

And Mr Parfett said m an 10-
terview with The Argus the take-
over would not only be good for
the cham, but also good for ls
company as well as South Afri-
cair clothing manufacturers

With' South Africa being n the
<ame seasonal zone and falling
into much the same latitudes
tastes were very sumlar

Although SRG does not have a
manufacturing capacity m South
Africa 1t does have dedicated
suppliers

Theiwr products would also be
exported 10 Australia

The deal and Mr Parfett’s pari
in 1t has received substantial pub-
licity 1n Australian newspapers

The Melbourne Financial Re-
view devoted an entire page to
coverage of SRG’s purchase of

Sportsgirl

Mr Parfett said this was only
the first 1n overseas purchase but
SRG would not rush into addi-
fional purchases

“SRG moves from a position of
strength This happened when the
SRG took over Truworths Once
it was firmly based the next step
was taken 1n opening Truworths
Man "

The same procedure would be
followed 1n operating 10

Austraha
He confirmed Mr Whitford —
“qn excellent retailer” — would

stay on as managing director

Mr Parfett 1s likely to take
over as chairman of the group
while other South Africans will
fill key positions

“We will pui 1n a deputy man-
aging director from here” Other
<taff which would be compiemen-
tary to existing staff 1n Austraha
would also be people with skalls
in operations and information
systems and ‘‘perhaps someone
with a keen understanding of re-
tail property”

Mr Parfett said the Australian
company would add about
A$170 milhon {R447 million) to
the R900 million turnover of SRG
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Multinationals leaving i\j;ge&é%

LAGOS — While Nigerian government of-
ficials are busy trymg to sell the virtues of
the 1995 hudget to foreign investment,
some unconvinced multinationals are go-
ing ahead with plans to pull out of the
country, and the rest are wondering when
the newly deregulated foreign exchange
system will be allowed to work.

The serapping of some of the limits on foreign
majority ownership and the repeal of the Ex-
change Control Act have had no effect on plans
by German pharmaceutical group Hoechst to
sell its 402 stake in Hoechst Nigeria to an off-
shore holding company controlied by Ernest
Shonekan, who was briefly head of state mn 1993
and is now an informal adviser on the economy
to Gen Sani Abacha’s regime,

Like many manufacturers in Nigeria who ex-
ported informally to the neighbouring Franco-
phone African countres, Hoechst lost about
30% of its sales early last year when the revalu-
ation of the Nigerian currency and the devalu-
ation of the CFA franc eroded competitiveness.

This follows other divestments by multina-
tionals 1n pharmaceuticals in the past three
years, including Wellcome and ICI. Glaxo has
retained its stake m a Nigeman affiliate but
changed thé name to Evans Medical

Foreign partnership in Nigeria’s car assem-
bly sector is also under strain. In recent years,
the country’s three foreign motor car assem-
blers have survived mawmnly on orders from gov-

ernment agencies, including the army.

Last month Volkswagen Nigeria closed its
plant near Lagos, winch assembled Santana
cars and which had been almost at a standstill
for months.

. The lack of foreign exchange to import com-

pletely knocked-down kits and the mass of
cheaper imported cars meant that Volkswagen
could not compete. The remaining two car
vehicle assemblers, Peugeot Automobile Nige-
r1a in Kaduna and Annamco, the Mercedes Benz
bus plant in Enugu, are suffering from the same
problems and operating at low levels compared
with capacity

Government regulation of fuel prices and er-
ratic supply from state-owned depots and refin-
enes have also undermined multinationals’ pro-
fits in the downstream oil sector

Texaco's 60% stake 1n Texaco Nigeria, which
produces and markets petroleum progucts, has
been for sale since 1993, SA’s Engen, formerly
part of the Gencor minng group, 18 close to ac-
quiring Texaco's 60% share in Texaco Nigena,
Lagos stockbrokers say

The 1995 budget has scrapped the law re-
stricting foreign ownership in almost all sectors
of the Nigerian economy except the most im-
portant. the o1 and gas exploration and produc-
tion jomnt ventures imn which the parastatal
Nigerian National Petroleum Corporation
(NNPC) owns 58% and international oil com-
panies the rest.

These yomnt ventures account for more than
90% of export earnings and government rev-
enue. The government’s failure to pay its share
of operating cosis last year led to arrears of
$11bn to its mmonty partners Shell, Mobil,
Chevron and the other 01l companies that are
also the operators.

The government has rejected the oil com-
pantes’ proposal to dilute the NNPC’s equity 1n
the joint ventures

Until they are assured of payment, the oil
companies have scaled down nvestment and

warn at present levels
unable to maintain its production capacity,
much less increase 1t as planned.

Late last year Nigerian output dropped below
1ts Opec quota (2,04-mlhion barrels a day, m-
cluding condensate) and 18 currently losing
85 000 barrels a day as a result of an explosion
at a Mobil platform on January 19

The oil companies want a realistic exchange
rate before using dollars to pay for local costs.
“Last year,” one of the compames’ executives
says, “we were forced to change dollars at 22
naira (the market rate 1s around 80 naira) Uniil
we know what is happening we shall continue to

borrow locally 1n naira wherever possible.

The ou industry should be the main source of
foreign exchange to the rest of the private sec-
tor but under this year’s gudelines the ¢il com-
panies can only sell their dollars to the Central
Bank of Nigera, which will buy them at autono-
mous rates and sell them on the inter- mar-

ket 214
But the %?as%n%lf to buy nor indi-

cated its intended rate and an oil company has
asked it for clarification.

The government’s exchange rate policy re-
mains confused. While insisting recently that
convertibibty of the nawra was the ultimate
aim, central bank governor Paul Ogwuma
promused to restore and defend the internation-
al value of the naira through a combmation of
demand management, supply nitiatives and
supportive complementary action.

Unless it allows the oil compames’ dollars
1nto the system, the bank has lhittle scope for in-
tervention with foreign exchange reserves esti-
mated at about $400m, less than a month’s 1m-
ports. — Finaneial Times
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INFORMATION TECHNOLOGY

MULTINATIONALS

With SA no Jonger the pandh of the
international business commumty, practi-
cally all the top IT compames have set up
local offices or bought back thewr dis-
tributors So what’s changed?

Has the cntry of companies such as
Microsoft, ITBM, Novell, Lotus, Digital,
Compaq, Motorola and more recently
AT&T and EDS, had an impact on the local
market? While there are no figures 1n-
dicating how much the international com-
panics have mvested 1n SA over the last few
years, this 1s estimated to be n the region of
hundreds of milhons of rand

Didata group marketing director Richard
Came says distribution channels are chang-
mg, product prices are expected to plummet
even further and the grey market, which
thrived under sanctions, is under pressure
“On the whole the industry has become
more professional and competiive It has
also become tougher for local players, who
have long been cocooncd from cut-throat
international competition

“The days of compames merely shifting
products are gone,” says group MD of
Lattice Technologies Don Smythe “Dis-
tributors who are not competitive and not
adding value to the supply chain won’t
survive ” He says, however the grey market
will continue to undercut official distrib-
utors if distribution channels are nefficient
In the software arena, US giants Microsoft,
Lotus and Novell have launched public
campalgns to wipe out piracy and the grey
market, which cost them mullions i1n lost
revenue every year

But buying from the grey market 15 legal
and therefore difficult to stop Software
companies have made it clear that they will
not support grey market software or offer
any upgrade paths Some are now resorting
to tougher methods of dissuasion

Novell, for instance, has taken out copy-
nght for 1ts products in SA This means that
any third party vendor which buys a Novell
program from outside of the official chan-
nels, will be breaking copyright law

While the pressure 18 on the grey market
and uncompetitive dealers and distributors.
most regard the entry of the multinationals
as posittve, Came says mternational al-
hances provide new opportumtics Closer
ties to overseas manufacturers cdn 1mprove
competifiveness

Skills transfers and improved cducational
and marketing material are other immediate
benefits

Overseas newcomers agree that efficient
distribution channels and vdalue-added part-
nerships are needed to penetrate the south-
ern African market and increase market

End of isolation .,
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Came
international allianeces

looking for

subsidiary office 1f you have an effective
distnibution channel,” says Cisco manager
for Africa Alec Stevens

As customers start to demand more trom
ther suppliers, technical staff are learming
new busmness skills and speciahsing n
vertical mdustries At the same time, cor-
porates are turming to systems integrators
— these companies put together business
solutions by choosing the best mux of
products and services

Sapsa — the substdiary of German soft-
ware giant SAP AG — recently formed a
Business Partner Centre at 1ts head office n
Hyde Park In this centre, 1ts partners have
provided teams of trained personnel and
equipment running the SAP accounting and
logistics systems for the benefit of cor-
porate customers, who can call in with
problems and send staff for user traiming

A few vyears ago 1t would have been
unheard of for competing companies, who
would normally avoid contact with each
other, 10 open up next to one anoiher
Perhaps, with the new co-operative agree-
ments between competitors, customers can
look forward to better service

But service in most South African busi-
nesses lags behind what many take for
granted overseas, says Southern Africa MD
for Tandem Computers Alan Barry He says
the typical SA oligopoly sitwation, with a
few companies controlhng the market, 1s
wrong and should be reorganised A major

share “You don’t need to set up a large | irmtation 1s Telkom’s monopoly in pro-

w

Ja&

vision of telecommumcation services “We
would rather use AT&T” With emerging
cable and satellite technologies, compames
may find that circumventing Telkom's net-
work can be easily achieved |
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PREMIUM SERVICES

No contest

Cellular phone operator Mobile Telephone
Networks (MTN) has backed out of a
showdown with State telephone utility
Telkom over premium rated services

Last year, MTN launchcd two groups of
“0839" number premiumn rtdted services,
R5,70 per minute for legal and tax advice
and R1,48 for a range of services coverng
sport, horoscopes, travel and weather It
threw down the gauntlet to Telkom by
sdying 1ts premium rated services were “not
only to cellular subscribers, but people
making calls from any telephone ™

However, bullying from Telkom which
included a threat to cut MTIN's link to the
national telephone network convinced the
smaller company that discretion s the
better part of valour The legal and fax
advice lines have been hmuted to cellular
subscribers and the other services dare being
charged at the standard rate (R1,37 per
minute during office hours) for cellular to
fixed line telephones

Telkom says 1t 1§ not prepared to act as a
collection agency again for thard parties
after 1ts experience with 1ts discontinued
087 premium rated service which cost it
R77m 1n bad debts Telkom also claims
premium rated services “‘compromise 1ts
commitment to the enhancement of famly
values ”

Telkom MD Danie du Toit cites smut
lines as a major reason for closing down the
premuum rated service market “The vast
majority of our customers wanted us to
terminate the service and this we did,
despite vehement objections by the service
providers During the entire episode we
never stopped responding to our customers’
necds Getung rnid of the sex limes and
providing customers with barring facihifies
was a case in pomnt”

Howecver, this argument hardly apphes to
MTN which has alicady axed its most
unwholesome service — Music Direct
Rock

Telkom’s motives for leamng on MTN
are more likely to be that 1t hopes to stall
competition for about six months, when 1ts
infrastructure should be mn place to offer
premium rated services backed by 1ts new
detailled billing system |
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LOHENDRA NAMASIVAYAN

:|Singer returns to

lestablished base

tionals to return tu Suuth

{Africa 1s the world’s lead-

ing sewing machine manu-

facturer, Singer.

multmatiunals operat-
in South Africa.
Singer re-opened its
office in ban in
this year. The com-
any disinvested in 1584
ut its products were dis-
ibuted locally
“Our return enables us
th give a much better ser-
ce to our customers and
dealership,” says Lo-
ndra Namasivavam,
% headed Swmger Sn
I; »ka some years hack.
He expects a sirong ex-
on of the dealership
nétwork from the current
44 to about 100 by year-end.
By the end of the year
group also plans {o -
uce its Iine of apph-
aaces and television sets
:All this would not be pos-
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By SVEN LUNSCHE

sible without strong sales!
“We plan to double last
ﬁ?rs sales and muchig
growth is expec
from the black consumet
market,” he says.
Tradltlonally, the blae
market was dominated:]
Singer’s hand-sewing mza
chines, but with 1 009
homes a day being electrit
fied the emphasis is shift:
ing to electric machines,
However, the growth in
its high-tech domestic mat
chines has not been as
strong as hoped for, sayq
Mr Namasivayam.
clude the infringement of
its trademark and an ins
flux of Chinese machines
which are undercutting
Singer products by about
20% to 30% in price.
“The market 1s competi
tive but we believe that our
quality will carry the day,”
Mr Namasivayam says.

e —rreg e

e T ET] sy i )

T A i fud s




o Smamannct e S -

.._
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MULTINATIONAL
eorporations are not a
scarce commodity 1n

South Africa.
Amd the clamour to at-
tract foreign mnvestment 1t
15 1 eastly forgotten that
many of the leading multi-
nationals have had local
operations for years if not
decades
. Many compames did
leave 1n the late 1970s and
1980s to avoid paying the
economic costs back home,
but the bulk have returned.
Even m the heyday of
apartherd therr products
were avatlable, distrbuted
by appomnted hicensees
i Multinationals play a

44.,..~.=,m_,ﬂ.__?_.,.__.._Hm in the world

‘are estimated at 37 000 and
they account, for over a
third of all private sector

F.#._._......._

assets ’ a -

1. £

Annual global invest-

economy Their numbers'

By 'SVEN LUNSCHE

ooy i

talise the economy, multi-
nationals must be confi-
dent that their investments
are secure and that the
2conomy will grow

It 1s up to the govern-
ment to establish the en-
abling environment — in
essence sound economic
poltcics that enjoy the con-
fidence of both local and
1nternational investors.

Multinationals have
always played a crucial
role in the SA economy al-
though thewr influence de-
clined significantly during
the 1980s.

" Rehable numbers are

difficult to come by The
Washington-based Investor
Responsibility Research

* Center estimates that the
US contingent in Soith .

Africa amounts t0-206 1n

iient flows by these multi- _April this year, just undet a -

since the US ended the ban
on SA mvestments 1n 1991

The hist of those return-
Ing or setting up shop for
the first time inelude Gen-
eral Electric, IBM, Ford,
Microsoft, Pepst, Polaroud,
Kodak and Chase Manhat-
ten Qthers such as McDon-
alds and Chrysler have 1n-
vestment plans that are
well advanced

A hig chunk of new in-
vestmients has come for the
first fime from the Far
East jwith firms such as
SouthiKorean giants Hyun-
dal and Samsung and Ma-
laysia’s Landmarks buyimng
property or mvesting
consumer electroncs.

E@nnmﬂcn ﬂmnubc_cmw
and consumer electronics
have been 1dentified as the
mmngmm with the best

growth potential

Other sectors that have
enjoyed foreign 1nvestor
attention — and-are dis-
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e supposed (ack of new foreign investement in the South Afri- |
can economy Is often decried, there are a

great many foreign firms
well established in our country.

Business Times ‘staff writers look at

the ;g__m%_mﬁﬁ y smz_za_gm_m In the local economy.
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pushing the rate to nearly
60%, more than double that
of most competing nations

“Managers base therr 1n-
vestment decision on Iimi-
ted risk and long-term
growth potential. South
Africa does not necessarly
offer these at present”
Mark Schriber, managing
director of Swiss chernical
group Du Pont dé Nii-
mours, told a recent invest-
ment seminar

What can South Africa
do to make itself a more

Says trade laywer Gary
Eisenberg “Developing
countries are wvigorously
compefing with one an-
other for FDI, which has
necessitated that govern-
ments desiring foreign
capital must actively pro-
mote mvestment opportu-
nities ”

Such an FDI policy could
be 2‘marketing mix of pro-
motional (trade shows,
trade missions, etc)'and
pricing strategres and re-
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moving obstacles to in-
ward investment (limts on
foreign ownership of priva-
f1sed entitites, etc)

However, most multina-
tionals realise that the best
guarantee for good profifs
are not special mcentives
but an economic environ-
ment that restricts govern-
ment’s role to administra-
t1ve, safety, environmental
and crirmnal surveillance
For the remamnder, leave 1t
to the market

attractive place for the
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foreign direct mvestment
(FDI) — was estimated by
the Unmted Nations at al-
most $200-mllion last year,
a, four-fold increase smce
19&5 (see chart)

But the FDI fide has al-
most completely bypassed
Afnca and, until recently,
avoided South Africa en-
t1re1 . Latest available Re-
serve Bank figures show

that for the first time 1n

years SA witnessed net pri-
vate capital inflows in 1993
(see chart).

mere $100-mllion en-
tered that year after years
of capital outilows Direct
mv&stments have undoub-
tedly improved markedly
since but the bulk of the
inflows have been portfoho
mvestments on the equty
tand capital market.
. Daverting even a tiny
ariiount uf FDI capital
flows to South Africa will
he a tremendous hoost due
to the additional jobs, pros-
perity and technology

But in order to attract

the billions needed to revi-

1 + i

C—————

quarter of total multina-
tionals Germany and the
United Kingdom follow
with 170 companies each
British compames, how-
ever, hold the largest as-
sets in South Africa — 38%
of the total value of foreign

direct mnvestment at the
end of December 1993

The Reserve Bank says
foreign liabilities m SA (the
closest measure of assets
controlled by multination-
als) amounted to R28,2-hl-
lion in 1993, about 7% of
gross domesfic product
However, this values equi-
ty holdings at net worth
and not at market value
(see chart)

The multinationals em-
ploy about 250 000 workers,
says the IRRC, histing Brit-
am’s Lonrho with 23000
employees as the largest

Judging by pure num-
bers the new South Africa
has withessed a strong re-
turn by multinationals, led
b US firms The IRRC

ys 50 new US corpora-
tmns have returned since

April last year and 1{15‘
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TOTAL DIRECT INVESTMENT HOLDINGS BY FOREIGN COMPANIES IN SA
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clude chemicals, consumer
goods, property, car manu-
facturing and engmeering

The sheer number of
new nvestors, however,
hides what has been a fair-
ly modest flow of new cap-
1tal investment since April
last year, although there
has been a noticeable up-
tick in recent months.

Foreign investors have
been one of the targets of
government policy through
the abolition of the finan-
dial rand, hfting remaining
1mport surcharges and
serapping non-resident
shareholders’ tax

But the concerns of
foreign mvestors go well
beyond those 1ssues — they
essentially mrror the con-
cerns of local businessmen
lack of productivity, 1in-
flexible labour markets, n-
efficient management, tar-

1ff barriers and high
1nflation

Most crucially the effec-
tive corporate fax rate 1s a
major deterrent with STC
and withholding taxes

wave: of: 'foreign capital .
seeking new opportunities?

There are some obvious
remedies including the re-
moval of further bureai-
cratic redtape facing pro-
spective mvestors This 15
being looked at by the De-

partment of Trade and In-
dustry In conjunction with
the establishment of one-
stop mvestor shops, offer-
INg Everythmg from ar-
ranging business plans to
advice on labour issues

The government should
also address as a matter of
urgency some of the more
pressing concerns of mtlts-
nationals, such as wide-
spread smugghng of elec-
troniec goods, and
trademark mfrmgements

Many economists are
also calling for a special
F'DI policy, providing tax,
labour and tramnmng incen-
tives for foreign investors

Such an approach 1s con-
troversial as the govern-
ment has so far stuck to the

rinciple of treating
oreign-owned businesses
like local ones

Tt (Where a company is more han 25‘3’0 owned by foreigner) '
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“Cheap labour ‘not a priority’ for m

YT

“WASHINGTON — The 1mage 1nt the US of
preedy American multinationals moving
production overseas to take advantage of
cheaper labour 1s overstated and at worst
flat wrong, according to the Washington-

~~Based Economac Strategy Institute
Most overseas investment by multina-

Jf1ionals was still directed to imndustrnalised
countries and, more often then not, was

~designed to mmcrease market share rather

wthan exploit cheap labour, the report said
» Contrary to popular perceptions, US
multimationals, partreutarly in manufac-
turing, continue to be a positive influence
on the US trade balance As a group, US
multinationals have been runnming trade
surpluses, even during the 1980s, 1t said
However, the report found ownership of
production by US or foreign multinationals
made a difterence to the host economy The

- henefits of foreign multinational companies
an the US tended to be exaggerated, the

r ok

study saxd US affihates of foreign com-
pames 1mported far more than they
exported, adding to the US trade deficit

Affihate payrolls are growing primarily
because foreign multmationals are pur-
chasing existing US firms, not because they
are adding new jobs Moreover, most of
their cutting edge research and develop-
ment remains at home

Many of the findings of the report by the
imstitute, which 1s strongly supported by
multinational US car companies, are sim-
ilar to those 1n a study last vear by the Con-
pressional Office of Technology Assess-
ment It said affihates of foreign-based
multinationals accounted for a substantal
portion of US merchandise trade and the
greatest share of the merchandise trade
deficit Foreign affihates account for a small
but rapidly rising share of all business re-
search and development spending 1n the
US, the Congressional study said Much of

this growth, howe om unusu-
ally heavy foreign acquisttions of US firms
m the late 1980s

The report saind US compames had
mcreased their rates of investment 1n Asia
while their investment in Latin Amereca
had slowed Multinationals tended to go
where markets were growing fastest, said
onc of the report’s authors

Economic consultant Charles McMillhion
said this trend could be attributed to the
development of the global economy as in-
dustrnalised nations moved away from their
traditional spheres of influence

He warned against assuming that com-
panies were not also seeking cheap labour,
as well asincreased market share

“Very often the best way to preserve your
market share 18 price cutting,” McMillhion
saxd “Compamies look to produce gquality
products at the lowest possible cost” —
Financial Thmes
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| Avon boosts job
options for women
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By FIONA LENEY

Johannesburg — The entry of cosmet-
1cs multtnational Avon mto South
Afnica, announced on Tuesday, will
swell a sector that already employs
more than 40 000 women

While some of the women see di-
rect selling more as a chance to get out
of the house than to make a living —
sometunes pocketing profits of as httle
as R25 — others can earn tens of thou-
sands of rands in commussion

The big advantage of the job for
women with little or no capital belund
them 1s the low start-up cost Avon rep-
resentatives, for example, can start
from zero

Carrying no stock, they use a bro-
chure and limited samples to sell to the
customer, then place thewr order with
the manufacturer, pick up the goods

1 and deliver them from a distribution

point

Other comparues, such as Avroy
Shlain Cosmetics, the market leader in
South Africa wath a turmover of about
R200 mullion, charge a small amount
(R70 to R500) for a starter pack con-
taming stock, brochures and order
forms

While by no means all of them do 1t
full time, South Africa’s army of direct

 sellers 15 already impressive Avroy

Shlain has 34 000 “independent opera-
tors” About 14000 of them sell its

 upmarket product line, while the other

20 000, almost 99 percent of whom are
black, work for its mid-range Swass-
garde lme

Justine, about a quarter of the size
of Avroy Shlam in revenue terms, has
10000 independent sales representa-
tives, Avon, which will finalise 1ts
takeover of Justme m March, plans to
recruit another 5 000 n July and 10 000

18 the need for a car to reach more
clients and expand the busmess

However, both Shlain and Veroruca
Devine, Justine’s founder and manag-
ing director, say tlus has not proved
msurmottntable

Swissgarde’s sales representatives
generally sell to relatives and acquain-
tances i a small area, making posses-

by the end of next year sion of a car optional, although Shlain

The enthusiasm concedes that the
of American mult- higher salaries only
nationals  (Avroy lndependenf SE.'*”ers really start when an
Shlamn was bought | b independent opera-
by Sara Lee three §CUMN AChiEVE tor makes the move
years ago) for South ¢ : from commission-
Afica hints at the market penetration —__based sales mto man-

opportuniies they
behieve are here
With few formal
retatling facilities 1n
townships  and
rural areas, mde-

pendent saleswomen working on com-
mi1ssion can achieve the sort of market

penetration undreamt of by the depart-
ment store costnetics counter

Avroy Shlain, the eponymous foun-
der of the company, says 1t has a media
budget of about R500 000 This ts small
compared with the big names mn cos-
metics — word of mouth and the direct
selling network does the work for Av-
roy Shlain

One big drawback for disadvan-
taged women hoping to get on the
business ladder through direct selling

| undreamt of -

by department store _“ZFE says that

' cosmetics counters

agement within the

many of her “consul-
tants” — partrcularly
those supplementing
an existmg mcome — use public trans-
port to take themselves and their prod-
ucts mto the workplace

Cold calling, however, is another
matter altogether, say industry sources

One source, who declined to be
named, cast doubt on the effectiveness
of Avon’s methods, which are based on
door-to-door selling, in this market

“The key to success in South Africa
15 selling by appointment, or between
acquamntances,” he said “I can't see
people in this society warming to door-

to-door selling “
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Zenex, .2xxon’

ieinie Booysen

OF ALL the creatures left be-
und in SA by dwisinvesting
nultinationals durmg the
19803, Zenex, the fuel retailer,
nust be the most peculiar

Zenex has studiously resist-
'd pubhcity over the years, and
leflected questions about the
rectse nature of 1ts residual
wverseas links This 18 sur-
nsing for a company solely
umed at benevolence towards
A blacks

Some things, however, are
vell known when US-based
ixxon, one of the world's largest
ompanies, withdrew from SA
n 1986, it sold its SA sub-
1diary, then operating as Esso,
o0 a trust based 1n the tax haven
f St Heher, Jersey, m the
’hannel Islands

The company was renamed
enex, and 1ts products and ser-
1ce stations re-branded n a hiv-
ry which still bears a striking
esemblance to that of Esso sta-
10n8 around the world

When Exxon withdrew from
A it was under immense pres-
ure from anfi-apartheid ac-
vists “A great deal of every
\GM 1n the US was spent de-
ending 1ts presence 1n SA,” re-
alls Zenex MD Paul Richards

The solution, Exxon decided,
vas to withdraw, but seem
enevolent while dommgit

Thus a deal to sell the assets
0 a trust devoted to the “en-
iancement and improvement of
ducation and {raiming” of
lacksin SA.

Fxxon naturally wanted to
et every last dollar out of SA,
o1t loaned the trust the money
eeded to buy Esso SA, and the
rust agreed to repay the loan
ver 10 years — which Richards
ays1t finally drd in 1994

The exact size of this loan 1s
ne of the many questions about

Zenex which intrmgue local ol
industry people

Neither the trustees nor
Exxon have ever been prepared
to divulge this information

Indeed, 1t 1s not even possible
to put the question to the
trustees Richards and other
mﬁm_w_nwmmm at Zenex refuse to
tell anyone what the trustees’
telephone or fax numbers are —
although Richards politely of-
fers torelay questions to them

The trustees are scattered
around the world Rob Patter-
son, a Canadian, 1s a retired
vice president of the Royal Bank
of Canada; Giovanma Theodols,
who lives 1n Rome, 1s a retired
CE of US-based Chevron’s Eu-
rapean operations, and Michael
Richardson 1s a trust law expert
resident in St Heher

The “protector” of the trust
— a functionary which Jersey
law apparently requires —13 an
Austnan, Albert Celermn.

Flavour

The trustees employ the ser-
vices of a consultant to advise
them on the management and
operations of Zenex

Last year the trust was given
a “more SA flavour”, says
Richards, when Sizwe Nxas-
ana, a chartered accountant
from Durban and a Develop-
ment Bank of Southern Africa
director, was taken on board

On behalf of the trustees,
Richards offers two main rea-
sons why they need not reveal
details like the size of the loan
from Exxon 1t 18 private infor-
mation, and knowledge of the
loan would enable others to cal-
culate Zenex’s profitability

Whether this would preju-
dice Zenex 1s debatable Engen
and Sasol, for example, as hsted
public companies, break out
their profitability in fair detail

SDHA 1e1
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that transparency has been
harmful to theiwr business oper-
ations and prospects

But, then apain, Zenex's
profitabihty might be so great
as to be deeply embarrassing to
those 1n the o1l industry who
complain ahout low margins

and profitabihty consequent
upon the current regnme of tight
price regulation

With the last loan repay-
ment mstalment being paid 1n
1994, one could argue that the
reason for locating the trust in
Jersey no longer exists

But there are no immediate
plans to relocate it

“The trustees have consulted
many different people, and con-
cluded that it would be prudent
to keep the trustin Jersey Once
the trust moves to SA, 1t cannot
move back to Jersey again,”
says Richards “Butitiscertain-
ly not cemented m stone that
the trust will remam abroad
forever and a day ”

Richards says that, while
there 1s no plan to do so, the
trust may 1n the future wish to
sell Zenex, 1n which case 1t
would be able to repatniate the
money to Jersey, where 1t would
be invested and the proceeds de-
voted to the trust’s charitable
objectives in SA Essentially,
the trust might consider disin-
vesting a second time

Certainly, there would be no
shortage of buyers According to
some SA oil executives, Zenex 1s
the best-run httle 01l concern 1n
the country, producing ex-
tremely handsome returns from
its fight operations

Nonetheless, with only 2,5%
of the SA fuel market, 1t must be
the most vulnerable of local op-
erators 1n the event of full-scale
deregulation — which makes 1t
one of the favounite take-over
tar etsinthe industry

I8 “
iIchdrds says he has ha
several approaches over the
years lne most intnguing pos-
sithility, some o1l executives he-
heve, 18 that Exxon still retains
some kind of clawback option, to
give1t a way backinto SA

“My understanding from the
trustees i1s that Exxon does not
retain a clawback option,” says
Richards, but he admits that he
has yet to see the trust docu-
ment, and therefore cannot
“categorically rule out” thas pos-
sibihity He argues that this 1s

¥
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Unanswered guestions about Zenex continue to intrigue local o1l industrr people

2194

an uniikely scenario “Wherev-
er you look at Exxon’s retail op-
erations m the world, you will
notice they take no interest in
small bits and pieces

“They etther get 1nto a mar-
ket 1n a big way, which enables
them to have a significant say 1n
the market’s development, or
not at all On top of that, Exxon

has withdrawn from the rest of
Africa, 501t 18 extremely unlike-
ly that they have any interest in
SA,” he says

As the only SA fuel retailer

without a stake 1n a refinery,
conventional o1l industry wns-
dom 15 that Zenex would not
survive for long on 1ts own 1n a
deregulated market

Richards disagrees “Dere-
gulation does not scare us We
are confident that we would
compete and prosper ”

While regulations exist,
however, it 1s clear that Zenex’s
wnﬁm_umgrq 1s significantly en-

anced by i1ts low overheads,
and the regionally focused
strizcture of 1ts network in
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Gauteng, the Durban-Martz-
burg conurbation and the West-
ern Cape

With SA’s fuel retail prices
set to ensure a 15% average re-
turn on the 01l compames’ mar-
keting assets, Zenex 18 one of
very few compames which do
not know the meaning of nsk
“We don’t have the distrbution
and logistical overheads of our
competitors,” says Richards

What must be of some con-
cern, however, 1s the future se-
curity of its supply arrange-
ments At present, Zenex gets
the bulk of i1ts 011 product sup-
plies via “processing contracts”
at the Sasol/Total Natref refin-
ery m Gauteng and Caltex’s
Western Cape refinery — a
common arrangement 1n terms
of which refiners effectively
rent spare crude processing ca-
pacity at their refineries to oth-
ers Both are so-called “deemed
processing contracts”, which
means that Sasol and Caltex
procure the crude for Zenex.

Until mid-1995, Zenex had a
relationship with Engen, but
this ended when Engen in-
creased 1ts processing fee

In a fully deregulated mar-
ket, these arrangemocnts will
doubtlessly come under stran
as price competition intensifies

Competitors eyemg Zenex’s
most juicy retarl sites could
severely undermine their value
by refusing to supply Zenex
with petrol and diesel Zenex
might be able to 1mport clean o1l
products at competitive prices,
but 1 the long run 1t would
probably be too risky.

The most hkely outcome, 1t
seems, 18 a take-over, exther by
an o1l company, or even a retail-
er, hke Pick 'n Pay, planming a
mgjor entry into the fuel max-
ket Zenex may be only 2,5% of
the market, but it 18 probably
the juicrest bt

In the meantime, the
trustees and management are
mcreasingly turning themr at-
tention on the orngmal raison
d'étre of Zenex charity

A local trust — the Zenex
Foundation — was established
last year, with the aad of a R20m
donation from the company for
the current year to October
Richards says this foundation
will 1n future receive all the
non-retained earmings of Zenex
— apart from the money remat-
ted to Jersey annually to cover
the trustees’ fees and other
costs — although he declhines to
give any detailed figures

Charity arm

In the vears before the Exxon
loan was repaid, Zenex’s in-
house chanty arm was the
Zenex Educational Foundation,
which received “over Rlm a
year”, derived from a legal pro-
vision which permits compames
to donate up to 5% of pre-tax
profit to charity

Education and adult literacy
programmes have been among
the major beneficiares, says
Richards This arm has now
been absorbed mto the Zenex
Foundation. Plans to launch
and raise the public profile of
the Zenex Foundation are beidg
made President Nelson Man-
dela has had to turn down an
mvitation to the launch, but CE
Kobus Visage 1s hopeful that
Deputy President Thabo Mbe

be able to make 1t _

A decade since its chantable
purpose was plotted by Exxon,
1t 15 an mtrnguing new begm-
mng for Zenex- 10 years ago
Mbek: mught well have been
among the protesters outside
Exxon’s AGMs |

Now he will be able to celé-
brate the good that Exxon’s heir
cando for his people ”
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INSIDE ECONOMICS 4

Multinationals will be able to take
governments 1o court under a new agreement
to be finalised this week. David Rowan asks
what has happened to democracy

ou may not have heard of
a new 1nternational ac-
cord called the Multilat-
eral Agreement on In-
vestment (MAI) There's no reason
why vou should have the MAI has
been debated over the past three
years 1 extraordinary secrecy and
none ot the parties to it has been
keen to publicise the p1ocess
But if you have ever reflected on
the growing power of transnational
____corporations, and feared that at some
srage national governments might be
torced to bow to their chief execu-
uves’ demands, you ought to inform
vourself that the moment has arrived
we are about to cede to International
imnvestors some of our more funda-
ntal democratic rights
Representatives from the world’s
24richest countries gathered 1n Pars
last weekend to put the final touches to
an agreement that will ;ive mulfina-
— tionals power to sue national govern-
ments for any profits lost through laws
which discriminate against them
It will put at risk international
United Nations treaties on climate
change and over-fishing. and will
threaten workplace and environ-
mental legislation we have elected

poiiticians to enact More crucially,
it will acknowledge for the first time

that corporate capital now has more
authority and freedom to act than
mere national and local governments
The MAI 1s 2 comprehensive ac-
cord being finalised by the Organisa-
tion for Economic Co-operation and
Development (OECD) and designed to
give mternational mvestors a “level
playing field” It amounts to a new set
-2 mvesiment rules that would grant
ZZrporations the right to buy, sell and
mave thelr operations wherever they
wish around the world, without gov-
--hment regulation This new 1n-
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vestor freedom the OECD says, will
give a new 1mpetus to growth, em-
ployment and higher living standards

The agreement, bemng prepared for
signature by OECD ministers 1n
April, 18 a logical extension of exist-
1ng Internatwonal trade treaties such
as the General Agreement on Tariffs
and Trade (Gatt) and the North Amer-
1Can Free Trade Agreement (Nafta)

But morc than those, 1t seeks to
create a world where capital can
move entirely tree of restriction As
Renato Ruggerio, director generdl of
the World Trade Orgamsation, put it
“We are writing the Constitution of
a single global economy ”

The trouble, according to the 1n-
rreasing numbers of groups cam-
palgning against the accord, 1s that
this Constitution’s Bill of Rights ex-
tends only as far as the mvestors It
was mtlated by business organisa-
tions — 477 of the Fortune Global 500
companies are based i OFCD coun-
iries — 1n order to make interna-
fional mvestment easler

More than 85% of the world’s
foreign direct investment flows out
from OECD nations, mmcreasingly to
developmg countries And the amount
1s rising rapidly as busimess grows
more global, foreign direct investment
15 growing faster than trade flows

Currently, mmvestors are con-
cerned that they cannot compete on
equal terms with nationals of a host
country So the MAT was designed ac-
cording to three key principles non-
discrimination (foreign investors
cannot be treated worse than domes-
t1C companies), no eniry restrictions
(s1gnatories cannot refuse any form
of foreign investment, mcluding the
purchase of privatised companies, in
any sector apart from defence), and
an absence of special conditions (such
as to ensure local employment or con-
trol currency speculation)

“Investment” 1s defined broadly,
to extend to 1ntellectual property,
real estate and shares Once a coun-
try s1gns, 1t cannot withdraw for five
years and will be bound by the agree-
ment for 15 years

In the case of any breach, a muli-
national can take the offending
national or local government to an m-
ternational tmbunal. There 1t can sue
for past and potential future damages

Non-governmental organisations
— and so far more than 600 from 67
countries have united to oppose it —
warn that the MAI will make your
vote wrrelevant. They taik of “super-
citizens”, corporations freed from the
normal ¢ihzens’ obhigations to the en-
virenment or to workers

They point te an early concrete
example of the anti-democratic legal
actions likely to result Last April,
the Canadian government banned a
petrol addative called MM'T, which
Canada considers to be a dangerous
toxin The additive’s sole manufac-
turer 1n Canada is Ethyl Corpora-
fion, which responded by filing a
$251-mulhion lawsuit agamnst the gov-
ernment to cover losses resulting
from the “expropriation” of 1ts MMT
prodiuction piant

The case, brought under clauses
1n Nafta, 1s still i progress, but even
now 1t 1s not an solated one Two
Mexican iocal authorines are atso be-
g sued under Nafta clauses by Unat-
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Many nations have laws which will run into direct conflict with
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ed States companies prevented from
establishing toxic-waste dumps n
their jursdictions

Signatories to the MAT will aiso
face such actions, heid n special -
ternational courts, should corporate
lawyers identify breaches “The MAI
creates a precedent that elevates the
rights of companies over the democ-
ratic rights of citizens,” according to
the World Development Movement

The group 1s warnmg that United
Kingdom local anthorities, for in-
stance, would be prevented from cam-
paigning agamst South Afiican wine,
as many did during the anti-aparthed
boycotis of the 1980s The South
African vininers would simply sue for
compensation Those local battles to
stop McDonald's openung a branch —
such as 1s currently happening 1n
Bermuda -—— would stand no chance

And what of a national govern-
ment that decided to prevent an -
ternational press baron from pric-
mg his newspapers below cost? Ru-
pert Murdoch’s lawyers may well
claim that such a strategy sought to
discriminate against the multi-
national News Corporation

Even the OECD’s own guide to
the MAT admits that, “as with all
bmmding international agreements,
this will moderate the exercise of na-
tional authority to some degree”

T

hen there are the environ-
mental 1mplications MAI
would, according to Friends
of the Earth, let companies oppose the
Kyoto agreement, under which 1n-
dustrial countries gave developmeg
countries “chimate-friendiy” tech-
nology m return for pollution rghts
for such rights would be an anti-com-
petitive subsidy

Similarly, the MAI could chal-
lenge the UN Convention on Biologi-
cal Diversity, designed to protect de-
veloping countries’ genetic resources,
as foreign mulfinationals demand
equal access to such resources

The greatest concern comes from
those who represent developing
countries They will be 1nvated to
s1gn the agreement when completed,
but without having influenced 1ts
content And they will find 1t hard to
resist signing if they want the 1n-
vestment that many consider vital

Free reigm: Multinationals such
as McDonald’s will be able to
buy, sell and move their
operations wherever they wish
around the world, without
govemiment regulation

of the 8112-m1hion mvested 1n drvel

op1ng countries 1 1995, more than
80% ended up m just 12 couniries
The 48 least developed atiracied _

just 0,5% of global investment Y

being “1n” will open them up as un =
limited new markets for cigare
companies, infant-formula mar
keters, and those seeking to explc
forests and minerals

that the growing opposition to *:--
MAI may be strong enough to post
pone 1ts s1igning NGOs have made it _
1Ssue a priority According to N«
Mabey, economic policy officer fo.
World Wildlife Fund, “this 1s bigges
now than global warming Type - -
‘MAT on the Web, and you’ll get mos
than 1 000 s1tes — virtually none i
favour, apart from the QECD sites ™
There are also increasing con-
cerns among the signatories them-
selves The US, 1n particular, has
sought many exemptions to protect
federal and state governments
Organised labour, too, 15 con-
cerned that the agreement will over-
ride workers’ rights French film-
makers and musicians protested this

week amid fears that France and the
Eurcpean Union would have to offer
the same creative subsidies to
Hollywood under the deal

Herman van Karnebeek, deputy
chair of the Dutch chemiecals group
Akzo Nobel, who heads the OECD
business and indusiry advisory com-
mittee, said last month “We now
hear of disturbing signs that many
of the elements we were hopmg for
may not be possible What then, 1s
1 the MAT for us™”

The NGOg bhelieve they can now
exploit the growing divisions
“There’s a lot of tension 1n every
Buropean government betweon the
environment and development people
and the trade people,” says Mabey

He believes concerned citizens
should lobby their governments to
urge a delay mnegotiations “The de-
cision to rush it through was taken 1
1995, but most of those [Tory] mmis
ters are not around now, so there’swi:
pohtical faith to be lost n delaving




Multinationals are moving
into hitherto untouched
areas, with catastrophic
results, writes John Vidal

N

mungme tribal leader Yosepha
e Alomang amother of 10, should be
LR 11 Britamn But as she boarded the
- Aplane this month 1 Irian Jaya,
Indonesia, to head for London and the Rio Tinto
annual meetmg, she was stopped by the military
% Had she come, Alomang would have told the
mming firm’s corporate shareholders a
harrowing tale of torture at the hands of the
authorities Four years ago she was imprisoned
without charges, sexually abused and threat-
ened with being shot. Held for a month i a filthy
room, she was made to eat her own faeces
Alomang 1s one of many outspoken critics of
the huge Freeport copper mine, hagh in the
mountains of Irian Jaya, which 1s part-owned
by Rio Tinto Far years the mine has been the
‘centre of well-documented human rights viola-
fions agamst indigenous groups
tG Tt18 also an example of an mereasingly com-
Tnon trend that sees governments working in the
\fsiterests of corporations, against their own
“people The mine subsidises the army by $30-mul-
lion a year and, Iike Shell 1 Nigeria or BP 1n
Colombia, 1ts owners distance themselves from

Government agai
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Struggling
against the
tide: A child
looks on as
logs are rolled
into the *
Corantijn river
in Guyana,
where the
Amerindian
Peoples d
Association is"
trying to resist
deforestation
and mining.
PHOTOGHAPH:
JONATHAN
KAPLAN

-+
ot




y——

atrocities carried out to “protect” its operation
The extractve 1ndustres, especially rmmng,
ml and timber, are beconming the new epicenire
of hurman rights violations, land grabs, political
destabilisation, environmental devastation and,
mcreasmgly, outright conflict. As countries bid
to offer the lowest levels of environmental, labour
and consumer regulafion, abuses are rising.

Forced larcely by “structural adjustment”
policies, where mternational banks and leading
industral nations bail out debted economies
1n return for access to their resgurces, 70
touitries in Latin America, Africa, Asia and
Eastern Europe have reformed therr mining and
forestry laws'in the past six years m favour of
miernaftional compares

Led by Canadian, Australian, United States
and British concerns, the global miners have
invested more than $5-biilion in exploring
developing countries since 1992 They have
negotiated long, renewable leases, vast con-
cessions, tax breaks, rights to evict communities
and exemption from laws m return for down pay-
ments and the prormise of johs and exports

“The lmmk between governments and -

governed 1s being weakened . The governed,
mereasingly, have no role,” argues Dr Tony
Evans of Southampton Unaversity inthe Urited

/
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Kingdom “Tt 1s precisely those corporations and
banks that are mereasingly global in scale that
have gamed mfluence over state policy ™

The human casualiles are the people who
occupy the lands that the companies are bemng
given exclusive rights to explore and exploit
Most of the new mning and forestry 1s m the
homelands of some of the world’s poorest people

“The scale of the crisis for tribal groups
should not be underestimated,” says Richard
Garside of Survival International Large-scale
mining or logging mevitably mvolves poliution,
often the disruption of water courses and the
undermining of subsistence farming The
poorest countries are usually the ones with the

o
-
-
"
¥

weakest environmental standards, and are least .

able to control companies’ activities

“Ths sort of hit-and-run development leaves
communities with Iittle option in how they
develop,” says a representative for the Amer-
imdian Peoples Association 1n Georgetown,
Guyana, which 1s trymng toresist Malaysian and
Korean logemg companies while fighting for
land rghts and preparmg commurnities to deal
with.companies that are exploring their areas

A worldwide pattern of governments and

_companles working in tandem and usmmg

divisive tactics against opposition 18 emerging

Where compames need the pernmssion of Jocal
communities to start work, they offer bribes,
sweeteners and promises of help that can leave
communities with little beyond short-term gain.

“The communities do not know how to
negatiate. They do not know their rights or the
monetary value of their resources and often sell
them for a pittance,” says a Filipmo development
worker And where communities resisttheir
entry, the companies and governments subvert
the democratic process, setting up alternative
leaders and sphtting villages

In many couniries, the government evicts
communities before companies arrive The
comparnzes harass people, block roads, and 180-
late activists “There have been serrous cases of
hrman rights viclations and people killed m the
Philippies, Indonesia and South America,” says
Survival International.

The presence of the mining, o1l or logging
companies 15 acting as a magnet for separatisis
and rebels In Colombia, o1l compames are such
a regular target for guerrillas that Western op-
erators can hardly function They employ the
mihitary and provide arms, and the hist of human
rghts abuses has escalated. In the Philippines
old leftist paramilitary groups are recruzting and
takmg up the canse of the tribal groups

The commumties are mereasingly desper-
ate, having little access to legal help and few
people to turn to except the churches and under-
resourced non-government groups Many are
contemplating physicai resistance
The Bontok people of Mainit in the Philip-
pmes recently sent a petition to the interna-
tional commumity “These [mining] operations
will destroy our source of livelihood, ke farm:
ing and small-scale mining, due to forest de-
struction and denudation They will destroy
our rice fields and rivers, desecrate burial
grounds and subvert our customs and tradi-
tions. Let this be a warning to those who are
trying to mtrude in our ancestral lands Blood
will be the answer.”

In Indonesia and East Asia, where the
economic miracle of the 1980s was largely based
on land grabs and resource exploitation by bus!-
nesses m league with poliicians, the poorest will
be hit agaim, says Frances Carr, of the ecological
justice group, Down to Earth

The economic crisis will make things worse,
she says. “Indonesia will depend even moxe o1
selling off 1ts resources to all comers The tribal
groups, who depend on natural resources more
than anyone just to live, will suffer more They
will just become further dispossessed ™
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